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Abstract

This thesis adopts three stepwise perspectives to look at earnings ineduaplies
Czechdata from two surveys, Microcensus and Living Conditions, covering the period
19882008 and European dataset ESILC 2008 and 2009for international

comparisons

The first essayfiPersonal Earnings Inequalibyanalyzs personal earningssttibution

in the Czech Republic since the early transition from communism, using relative

di stribution met hod. The trend of Aholl owi
transition, but this phenomenon later subsideaknings polarization was aggent for

all sex and education subgroups between 1988 and 119%@ernational comparison

earnings of men and highly educated are more homogenous than earnings of their

counterparts in mostnalyzd countries.

The second essdyGender Wage Gapquantifesthe structure of gender wage gaps in

four CentralEast European countries (CEHgingthe Heckmamegressiormodel and
OaxacaBlinder decompositionThe observed gender wage gapsubstantiallyhigher

in the Czech Republic and Slovakhanin Hungaly and PolandA relatively small but
positive part of the observed gender wage gap can be explained by gender differences in
characteristics in the CzedRepublicand Slovalka, with a high contribution of job
characteristicsln Hungary and Poland, workingomen have on average even better
characteristics than working men, mainly in terms of individual characteristics.

The t hi Ealningssnequality Within Couplésxamineswithin-couple earnings
distribution infour CEE countries and two countries Western Europe. Women, on
average, contri bute | es sThetCzechaRemuldic \pith #s6 s i n
relatively high withircouple earnings inequality in various aspects resembles more the
two West European countries than the remaining three Cdtktries.In all CEE
countries with the exception of the Czech Republic it is true that if in-elraler
couples the woman is better educated than the man, the codplestfaeach earnings
equality.

Although all the threessays focus on different aspects of earnings distribution with a
special emphasis on gender, one message keeps repeating: Regardlessalfyibe
perspective the position of Czech women seems to be the worst ahaifzd

countries.



Abstrakt
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Introduction

This thesis adopts three stepwise perspectives to look at earnings inequality: it starts
with an overall distribution of personal earnings and its development in the Czech
Republic, follows with gender wage differentials, a specific earnings inequalighwhi

has recently entered into broad discussions, and further develops the gender issue by

introducing theanalysisof earnings inequality within couples.

The issue of income distribution and inequality has been subject to discussions for
decades. Social igeality in every country is addressed by means of income
redistribution, through social policies and tax regimes. When dealing with equality
experts also comment on its impact on efficiency, e.g. in his most influential book from

the 1970s, Arthur Okun (I®5) descr i bes the redistributdi

where reducing inequality leads to dropping efficiency.

It seems that in the eyes of economists, the importance of income equality has been
changing. Atkinson and Bourguignon (200(. @ 3) claim that due to the wave of
criticism of welfare economics in the 1930s and 1940s, interest in distributional issues
gave way to efficiency in the 1950s, early 1960s, and the 1980s. The situation changed
in the 1990s. After a period of unsteady and rathew skconomic growth, wage
disparity started to emerge and wealth and poverty coexisted in many countries, thus
renewing the interest of policy makers and economists in income (re)distribution.
Nowadays it is difficult to look at policies, such as monetawljcy, fiscal policy and

social policy, without considering their distributive implications.

Introduction



Also the end of communism in Centfaast European countries (CEE) in the 1990s

revived t

he

wages wer e

Czechoslovakia was ...

resear cher sbo

det er mi ned

centrally

and iAS

an exception among both Western and Eastern European

countries: the range of income inequality here was extremely small and virtually stable

over along period of time. This was true especially for inequality of earnings and

| argely f

237).

or

t he

di stri

buti on of househol

As during the transition period wages started to reflect education, expeaedcskills,

earnings inequality began to grow. The most substantial changes in earnings distribution

occurred

SCi Ssor so

n

of

t he

1990s

(Rut kowski ,

2001) .

e a r B trangtion pdriods the fitdesus aBersofnali n t

Earnings Inequalitg analyzs the inequality of personal earnings in the Czech Republic

since the early transition from communism and covers the periodi 2088. Using

relative distribution method it applies data from two surveys, Memeas and Living

Conditions. In international comparisodata on Austria, Germany, Hungary, and

Poland from the European dataset-EILC 2008 has been used.

The essay confirms that in the early stages of the transition period the Czech Republic

witnesseda trend suggested by many recent empirecg.Alderson and Doran, 2010;

Hussai n,

20009;

Massar.

et al ., 2009) , t

however, later subsided. Between 1988 and 1996 the same trend is shown to have

affected subgroupsf sex and education. My analysis of year 2008 by gender and

education across all of the countries establishes that male earnings distribution was

more homogenous than female, and that earnings of people with high education (i.e.

Introduction
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tertiary education) wermore concentrated in the middle than those of the less educated

ones.

The seconassayfiGender Wage Gap deal s with earnings disp
women. Although the overall earnings inequality was one of the lowest in former
Czechoslovakia, differems in earnings were still to a high extent influenced by gender
(Vel er n2 k, i78.0Gerer eapimgs in€gdality was relatively high in former
Czechoslovakia, even compared to other CEE countries. During early transition, gender
wage disparity irthe CEE countries slowly began to subside (Newell and Reilly, 2001).
However,as early as in the late 199@ke figures in the Czech Republic started to grow

again, and nowadays according to Eurostat the Czech Republic experiences one of the

highest gendewage gap among the CEE countries.

In order to shed more light on the Czech dissimilarity, the second essay aims to quantify
the basic structure of gender wage gaps in the Czech Republic, Hungary, Poland, and
Slovakia, using the EA$ILC 2008 dataset. Thergtture of the gender wage gap is

analyzd with the Heckman selection model and Oax8loader decomposition.

Notably, my findings for the Czech Republic and Slovakia are rather similar: First, the
observed gender wage gap in these two countries is e@vablg higher than in
Hungary and Poland. Second, the decomposition reveals a cognate structure of the gap
in the Czech Republic anBllovakia.Usually, a larger part of the gender wage gap is
attributed to gender differences in returns to individual (eilmcand work experience)

and job (occupation, type of contract, supervisory position etc.) characteristics, while a
smaller part is commonly caused by differences in these charactelistitee Czech
Republic and Slovakia, theart of the gender wage g#patcan be explained by gender
differences insuch characteristics is relatively smaith a prevailing effect of the job

characteristicsln other wordsa small but still positive part of the observed gender

Introduction



wage gaps causedby fibetten working conditions for men than for women in these two
countries.An opposite result provetsh Hungary and Poland, where working women
have on average evéhettep overallcharacteristics than working men, mainly in terms

of individual dharacteristics.

The third es s a Farnirigs Inequality within Couplés f ocuses further
earnings disparity, albeit from a different perspective than the preessss/. Most

studies on income inequality consider the individual and/or househoke dmsic unit

of research. Many studies examine the distributional changes at the household level,
most of them in order tanalyz the impact of changes in social and taxation policy
(e.g.Redmond and Sutherland, 1995). Another type of studies has examirether
increasing income inequality across families can be ascribed to a stronger connection

bet ween spous 8dhwartz2z@l0)ni ngs (e. g.

However,analyazng income inequalities from the point of view of an individual or a
household does not fullyescr i be the individual 6s posi
because both approaches ignore income (re)
society, where households differ one from another substantially in terms of their internal
organization,theptcur e of the relationship between

well-being can easily be distorted.

The household can be an appropriate unit if we assume that individuals sharing
household share their incomes and decisions about expenditures a$higelvould

conform to the assumptions of the unitary model of household behaviour and income
pooling in households. However, many recent studies have contradicted these
assumptions and showed that income distribution within the household can affect

decisbn-making, expenditures on consumption, and/or individual -iveihg €.9.

Introduction



Bonke, 2006; Browning et al., 1994; Heimdal and Houseknecht, 2003; Lundberg et al.,

1996; Thomas, 1990).

The third essayaims to contribute to the knowledge of withtouple earning

distribution in the Czech Republic. It compares the results from other three CEE
countries and two countries in Western Europe using theSEQ 2009 database.

Similarly to other works in the field, this part of the thesis has demonstrated that
women, onav er age, contribute | ess to a coupl
findings in each country differ substantially. In accordance with the comparative
findings about the overall gender wage gap in the prevemsay the withincouple

income inequality inhe Czech Republic tends to be higher than in Hungary and Poland,

and, somewhat surprisingly, even considerably higher than in Slovakia. As far as the
within-couple earnings distribution is concerned, the situation in the Czech Republic

resembles the siattion in Austria and Germany rather than in the other CEE countries.

Lower within-couple earningsinequality is usually associated with the following
factors: higher relative education level of female partner, higher age, absence of
children, lacking legabond. In all CEE countries with the exception of the Czech
Republic it is true that if in duadarner couples the woman is better educated than the
man, the couples (almost) reach earnings equality. Hungary and Poland holds a primacy

in a highest sharef dualearner couples where a woman outearns her partner.

Finally, gender wage gaps between men and women living in a couple are examined

and compared with the gender wage gaps for single individuals. The gender wage gap

of cohabiting individuals proved tbe higher than the gap among singles even after
adjusting for gender differences in individual human capital and job related
characteristics. Further mor e, singl e WO meé

characteristics than cohabiting women, which targd extent can explain the wage gap
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between single and cohabiting women. However, the remaining part of the gap suggests

a disadvantage in terms of lower returns to these characteristics for cohabiting women.

Although all the threessays focus on diffené¢ aspects of earnings distribution with a
special emphasis on gender, one message keeps repeating: Regardlessalfyibe
perspectiva relative earnings distribution across various deciles, overall gender wage
disparity, or specific withircouple eamings distributiori the position of Czech women

seems to be the worst of alhalyzd countries.

| am the sole author of all the thressays. Allessays were presented and discussed at
the IES research seminar Economic Theory of Political Markets batthe yars 2007

and 2011. The secongsay was in its very early version presented at an economic

statistical seminar ASurveys on Empl oymen
Economics in Prague in November 2006, | a
Conferenced in Prague in September 2008, é
l nequality and Collective Welfare Theory:

organzed by the University of Verona in Alba di Canazei (Italy) in January 2010.

Thethrd ssay was presented in various ©previolt
Conference for ELFS and EUS|1 LC0 and the fA2nd European
EU-LFS and EUS| L C0 izedr y aGerman Microdata Lab and GESIS, in

cooperation with Eurostat, in Mannheim @®ny) in March 2009 and Apr2011.

The earlier versions of all thresssays were published in the IES Working Paper series
(see Mys2kovs§ 2007c, 2011a, and 2011b). Th
Journal of Income Distribution The secondessay was in its very early version

published in thepr oceedi ngs of the seminar ASurvey

Introduction
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WageMysikov§, 2007a), | ater as a <chapter
2007b), and finally accepted for publication fnague Econonai Papers( My s 2, k o v §

2012).

The previous version of the thiessay which used earlier dataset, was published in the
LI'S Working Paper s samdaise sa (dMyaspgtkeorv 8i,n 2011 1®

Households inthe Czech RepublicarHE Count rbe§¢9p 2MMgBak
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1. PersonalEarnings Inequality

1.1 Introduction

Incomeinequalily and its development in transition countriesvedrawn attentiorof
many researcherfecent empiricfocus both onindividual earnings and household
income disparitiesRecently, he phenomenon afcreasingncome inequalityhas been
analyzd, especiallyin transition countries, where income inequality vexpectedto
grow. For example, Milanovic (1999)bserved that thpublic sector middle class vga
Ahol | owiansgmeonvorkemmoved to private sector with higher earningsghile
others lost jobs In terms of wagesthe shift from communist wagsetting to

marketdeterminedvageswasexpectedo change earnings distribution.

Earnings inequalitywas one of the lowestn communist Czechoslovakiaeven
compared to other European communi st COoul
wages were determined centrallyainly according todemaraphc characteristics of
workers, job tenure physicaldemandin some industriesideological importance of

certan jobs, etc. During the transition period after 1989, wages started to reflect

educationexperienceand skills and earnings inequalityegano grow.

Rutkowski (2001) examined the trends in earnings distributicthe 1990s in Central
and Easterreurope His studyshowed thathe wideningof the earningsdistributionat
its bothtails, althoughrelatively modest at thbottom in the Czech Republioccurred
mainly in the first years othetransition period and slowedbwn in the late 1990t
that time earnings inequality levels imost transitionalCEE countriesmoved tothe

upper part of the OECD rangeth the Czech Republic at the lower tail within CEE
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Empirics on the impact of education on wages during the transifieriod in post
communistcountries typically showed increasing returns to education (for summary,
seee.q.Gv e j n a) The eff€cOdd education on wagess reinforcedn the first
years after 1989 and stagnat, ed80ii8 For h e
example, accoidg to Chase (1998turns to education for Czech men rose from 2.4%
in 1984 to 5.2% in 1993particularly large income increases were experienced by
individuals with secondary educatiomhe same study proved that whiteturns to
education increased,ttens toexperience declined:iler et al. (1999)yevealedthat by
1997 benefits generated fgucationgrew evenlarger. It took almosteight years of
transitionfor the value of education in the Czech (and Slovak) Reptiblieach levels

common in devaped market economies.

Communist regimaewardedproduction branches more thaervices due to physical
demandof the former, while in the market economy it is productivity that gamsre
Il mportance. Vel er mdrikg the Zranditidon perod waiges decamk a t

influenced by occupation, rather than bydustral sector

In terms of householdisposablencome,the inequality in former Czechoslovakia was
mainly determinedby the number of economically active household menmsbin
Western countries, female employment was lower pesonalearnings disparities
higher. As a consequence, the inequaldl income per capita wa<latively low in
former Czechoslovakia and wagrowing quickly during the transition perigdvhile
inequality ofincome per household was comparable to figures in Western colarides

only slowlyincreasedater( Vel ernzk, 2009) .

Alderson and Doran (201@nalyzd household disposable income distributions in five
transitional countries and four highcome societieausing the data from Luxembourg

Income Studythat containedavailable datan the period 1979 to 2005 Their results
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suggest thatcompared to the pagtpouseholds are movingp and down thencome
distribution, thus creating the so called h o | | ofwthenngddl® .In the Czech
Republic, his patternprevailedbetweenthe analyzd years 1992 and 199@here the
movement to the topf income distributionexceededhe movemenin the opposite
direction. In otheranalyzd countries, their finthgs suggest a persisting polarization

trend for household income even for longer periods.

Income wlarization hagecentlyraised thanterest of many researchefor example,
Massariet al. (2009) describedincome polarization in Italy irthe 2000s;Hussain
(2007) showed an increasing income polarization over 1984 to 20@efmark
Gasparini et al. (2008)lustratedincome polarization in Latin Americavhile Beach
and Chaykowski (1997) examinettreasegolarization of U.S. male earningpstween

1968 and 1990

While Alderson and Doran (2010) examined the issue of household income distribution
in 1992 1996, | shall cover a longer period of the development of personal earnings in

the Czech Republic, beginning after the fall of communism.

| openby tuming my attention tothe development of earnings distributiontlire early

transition periodwhere,supposedlymost substantiathangesccurred | shall explore

the existence of the ho |l | ofwiheg mi ddl ed i n, a phahomenon u a | €
similar to that suggested by Alderson and Doran (2010) for household disposable
income. Given that household disposable income is supposed to be highly correlated
with and consists mainly of wages of hous
expect hat the analysis of personal earnings shall deliver results similar to those of
Alderson and Doran (2010Regardlesof whether thisphenomenons confirmedor

not, | shallanalyz the changes undergone l®arnings distributiorirom the late 1990s

onwardsto find out whether thexpectedpattern of distribution changeisat started in
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the early transitioperiodcontinuedin the same pacer slowed downl am particularly
interested in the impact of education on earnings inequalitge this factor contruted
the most to the growing income disparitieghe early transitioperiod Further, Ishall
analyz earnings distributions separately for men and women to find out how gender

inequality developed in the last decade.

Finally, I shallcompare the current earnings inequality in the Czech Repigsbéiome
European countriesincluding other transitional economieslhis international
comparisonis expected tgrovide some insight intdhe stage of earnings inequality
developmentin the Czch Republic whether it has already achieved the level of
earnings inequality in Western Eurogrdthusif the Czech Republic hamished the
transformation in this sensdn order to do thatdifferent gender and education
subgroupshall be defineérd analyzd in termsof differences in shape and location of
their earnings distributionswhich otherwiseremainunrevealeduring overall earnings

inequality measures.

1.2 Survey data

This essayaims to follow the development of earnings inequality in the Czech Republic
since the early postommunist transition, and compares the current situation in
European countries. It does so by applying six accessible datasets describing the
situation in theCzech Republic since the late 1980s up to the preséintocensus

(MC) 1988, 1992, 1996, and 2002, and Living Conditions (LC) 2006 and 2008. The
1988 and 1992 datasets of individuals do not provide individual weights, and as a

consequence the results tmignot fully correspond to the whole population.
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After the lastMicrocensusfrom the year 2002, the Czech Republic joined the EU
household survey Statistics on Income and Living Conditions-$HLT). It is a
uniform survey,compulsory for all EU Member Sts,and thusgprovides data stable

for crosscountry comparisons.t Icollects nformation on both households (mainly
information on living conditions, joint income, and joint social allowances) and
individuals fersonaland job characteristics, wagascome, and social allowances).
Essentially, his survey collected informatiorather similar to the previous national
Microcensussurveys. This survey has been conducted bg Czech Statistical Office
since 206, and has provideddata fora national datget called Living Conditions
(Gi vot n2 | gsavdlinas Ekopgan harmonized SW.C datasethandled by

Eurostat

The income data applied in the present study contain annual gross personal earnings
from main dependent employment and wstfployment, asvell as from second and

other jobs. These two income sources may suffer with certain inconsistency and joining
of these two income sources is rather rare in the empirical reselirchpite of the
possible inconsistency, | intend to employ both thesem& sources, as the earnings
from selfemployment represent a significant part of aggregated earnings and also its

importance has risen during the transition pefiod.

Although boththe above describathtasets, theiving Conditions and ELSILC for the

Czech Republicstem from the same surveyhey may differ in target variables

! The researchers usually aim to avoid including the earnings frorarsplbyment for several reasons: it
includes irregularities, might be artificially lowered by the taxpayers or underreported by respondents.
However, as guot ed f 2040, Chapset 4) reafeploymgnt repéated many k (
dependent jobs and created many new ones and the share-eihgklfed as a percentage of total
employment had been rising until the first haltlod 2000s in the Czech Republic. Therefore, this income
soure is not negligible.

2| started the analysis by examining the total market income. | wondered whether other market income,
e.g. income from rental of a property, contributes to the income inequality, or whether income inequality
arises already at earninfgsrel. As other market income represented only a negligible income source in
total inequality, it was not included in further analysis, and instead all attention was turned to earnings.
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available since national interest may vary from the harmonized Europ#antions.
For instanceincome variablesnay beprovidedeitheron individual or household level
but they also can be aggregated into one variablée differencebetween the two
datasetghat is most substantial for the purposes g gtudyis the selFemployment
income variable Compared with the Czech datasdte tEuropean dataset ERILC
contairs several additional componentsoncerningthis income sourgesuch asthe
value of goodsand servicesproducedfor own consumptionThe lastchapterof this
essayemploys the ELSILC 2008 dataset tcompare income inequaét acrossthe

European Union.

This studyconcentrated omndividuals aged 16 to 64, witlieported positiveannual
earnings The topand bottom percentiles of totahrningsdistributions were excluded.
The sizes of thesamplas, along with theearnings inequalityesults are statedn

Chaptes 1.4 andl.5.

1.3 Methodology

The most commoand the most frequently appli@deasureof income inequalitys the

Gini coefficient.The problem witlthe Gini coefficientis that itcaptures total inequality

but fails totell us where exactly the inequality occurs along the distribution. Therefore,

| apdy relative distribution methodleveloped by Handcock and Morris (199&)d
usedby, among othersAlderson and Doran (2010While convenient for providing
graphic illustative results, this method becomes less appealing when comparing a large
number of distributions or wheanalyzng factas of changes in distributiong&ven

considering this methodol ogi cal dr awback,
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(2010) in thisessay is justified because | deal with just several distributions (i.e. with

the Czech Republic, Austria, Germany, Hungary, and Pofand).

The relative distributiormethod allows us to follow distributional changes along the
whole income distribution. It ibased on comparison of income distributions in period

t andt+1, wherethe values of perioth1 are expressed as positions in the distribution
of periodt. The relative probability distribution function is simply the density ratio at
each quantile. If ditributions in the two periods were the same, the relalisteilbution

would be uniform.

To illustrate this, |éi assumehat the density ahe median of individual earnings was
1.14 in 1988periodt). The median valuef earnings logarithm (in CZKgorrespond
to 1058. The 1996 earnings distributiatensity(periodt+1) at the samgoint (i.e. at
the median of 198&eriodt, distribution)equals0.11. The density ratios 0.11/1.14 =
0.10, which means thahe number of individuals at this point distribution, i.e. at the

median valuef 1988 dropped to onéenthin 1996 compared th988*

As the nominalvalues of earningsshift to the right over time,hie two compared
distributions differ in two waysin shape andn location. This method allows us to

separate these tvahiftsin a way which follows

% One of possible ways of how to deal with a large number of disiitsiis to use a polarization index
constructed by Foster and Wolfson (2010). It is some kind of a ratiejlebetween the Gini coefficient

and the relative distribution method. It also stresses the relationship between polarization and inequality.
The cevelopment of the polarization index is closely related to the ongoing discussion on the definition of
the middle class. Although it that has been largely supported by empirics that the middle class has been
hollowing out, Foster and Wolfson (2010) crigei this evidence for being rangpecific and the
definition of middle class for being arbitrary chosen. Atkinson and Brandolini (2011) discuss the rationale
of choosing the definition of the middle class and compare results of several definitions.afive rel
distribution method avoids this problem by following the changes along the whole distribution.
Foster and Wol f sondsP (=2 Q1TQWBerpecGhdm aré theanteanamd medmad e X
incomesG is the Gini coefficient, andl is the relative median deviation given By =1 €'} /, where

' is the mean of those above the median grid the mean of those below the median. For the sake of
complexity | also introduced some results based on the polarization index whereriapprape results

of polarization indices support the findings obtained by the relative distribution method, however, the
latter is more informative yet.

* The example values hecerrespondo the figures irFigure 11 (see upper left and right panels)
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First, the shape shiftan be isolatethy cancelling out differences in locatioho put it
simply, we adjustthe t distribution by the difference in mediansf t+1 ard t
distributions whereboth distributions sustain their shapg&h medians located at the
same poin(for illustration, see the middle left panel kigure 11). Cancedliing out the
shift in location and fitting thé+1 data to the quantile cut pointsllows us toeasily
compare the densitiest each quantilé€for illustration, see the middle right panel in
Figure 11). If the relative density is less than 1, there were fewer individuals at a
particular quantile int+1 thanthere werein t. The U shapeof the relative density
function suggests that the middle is hollowing out or, in other words, that the
distribution int+1 is more polarizedT his means that individuataove towards both far
ends of the distributiorrelative to period. Inverted U shag to the contrary, implies

that individuals are more concentratedhe middle compared to the past

Second we can separate the location shithe t+1 distribution adoptsthe shape of
distributionand both distributions sustain their locasdfor illustration, see the bottom
left panel inFigure 11). In this case, when comparing distributiooger two time
periods, it is obvious that the relative distribution function must be increasitag the
distributions capture nominal absolute vaue earningsising over time This is whyl

concentrate less on thecation shift and focus mainly on the shape shift.

The decomposition into location and shape effect can be formazddllows(Jann,

2008)

fer1(y) _ fera(y) % fa(y)
fd(y) faly)  fdy)

overall = shape X location (1)
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wheref; (y) and f:1(y) are the density functi@in periodst andt+1, respectivelyfa(y)
is the location adjusted density functiomheae Fa(y) = R (y+}), andj = median (¥:1)

T median (Y).

The same method can be appliedcomparingdistributions of two subgroups of the
sample in the same time perjaglg.the relative income distributiocan be comparel
according tosex In addition,the relative distribution method is more informative than

commonly used measures or applied techniques.

Traditional techniques of research provide us with only a basic insight into gender
earnings differencefficial statistics provide us with onlynean or median values of
earnings for men and womestandard regression analysis shovemditional mean
difference other techniqus, such a¥DaxacaBlinder decomposition (Oaxaca, 1973;
Blinder; 1973) divigng the total gender earningmpinto a part caused by differences

in covariates and an unexplained part, are more informative but ddesotibe the
situation along the whole income distributionSo far, severaltechniques of
distributional analysis of differences between groups haen lweveloped. Buchinsky
(1998) analyzd distributions using quantile regression, Machado and Mata (2005)
adjusted the Oaxaddlinder decomposition method to quantile regressidhis is why

| decided to follow the methodology of relative distributiateseloped by Handcock
and Morris (1999)Its powerful clearness of description and illustrative simplicity can

be applied for comparisons in tipees well as between groups.

® Other similar techniges werapplied e.gby Juhn, Murphy and Pier¢&993); Lemieux (2002)
® This approach is closely related to that by DiNaetl@l. (1996) whoexamined differences in density
functions.
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1.4 Earnings inequality in the Czech Republic

The most substantial increase of earnings inequality in the Czech Republic in terms of
the Gini coefficient was apparent between 1988 and 1996, with only moderate changes
later, as shown byable 11. TheGini coefficientfor the whole sample grew from @1

to 0.28 between 1988 and 1996 and remained unchanged ever since.

Table 11 Gini coefficient of earnings in the Czech Republic

sample total female male e dlz(;\z,avtion er:j]ﬁg;':irgn high education
MC 1988 16007  0.18 0.16 0.15 0.18 0.17 0.15
MC 1992 19190 0.25 0.23 0.23 0.22 0.24 0.22
MC 1996 3278 0.28 0.27 0.26 0.25 0.26 0.26
MC 2002 8234  0.28 0.28 0.27 0.25 0.26 0.27
LC 2006 7355  0.28 0.27 0.27 0.25 0.26 0.27
LC 2008 10986  0.28 0.26 0.27 0.25 0.26 0.27

SourceMicrocensusl 988, 1992, 1996, 2002, Living Conditions
Notes: Low educat ISCHD leyeis iD,alsand ) jnedium education (upper secondary)
ISCED levels 3 and 4; high education (tertidarys CED levels 5 and 6.

The Gini coefficientis presented separately for several subgroups created according to
their sex and educati on. These tablednger oupsod
1996, with the exception of female inequality that reached its peak (0.28) in 2002 and

has bem declining since then. However, certain differences in inequality between the
subgroups are apparent. Therefore, it is rather beneficial to examine the earnings
distributions in more detail and to apply the relative distribution meth@hatyz the

charges in time and between subgroups.

| shall start with the analysis of the earnings distribution functions and their relative
change in the period 1988 to 1996. According to Rutkowski (2001) and others, the
deepest changes in income distribution occurreshay as in the first half of the 1990s.

Alderson and Doran (2010) demonstrated that-@irs-point increase of household
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income inequality between 1992 and 1996 in the Czech Republic was accompanied by
Ahol |l owing of the middHKXGEwmore Moussholdsfjanaditte o ut
ranks of those whose mediadjusted income put them in th& decile in 1992, with

even a stronger movement to the top decile (about 60% more households). However, the

most substantive changes might have occurrdéear the transition period.

For these reasons, it is beneficialstart the analysisf the distributional changes

1988 and separatdwo periods We know that personal earnings inequality rose by 10

Gini points in 19881996, while it remainedtablein the later period 199&008. The
relative distribution method wil./ show wh:

two periods.

Figure 11 shows the distribution of earnings in 1988 and 1996 (upper left panel),
relative distribution (upper right panel) and its decomposition into shape and location
effects. Cancelling out the differences in location (which is-eelient when

comparing twaiime periods) reveals the shape shift. The middle left panel indicates a
polarization trend. Fewer individuals were concentrated at the middle of the distribution
compared to the past. The same tendency is even more apparent in theriginddle

panel. Fiting the 1996 data to the 1988 medadjusted decile cut points shows that

deciles ranging from®@to "wer e fAhol l owing outod. As a co
1996 were 1.8 times more likely to be at the bottom decile of the 1988 rreedjizsted

distribution and even nearly twice more likely at the top decile. With my analysis
starting in 1988, the aforementioned patt e
profound compared to the same pattern previously demonstrated for household

disposable incomby Alderson and Doran (2010) whaosealyzs started only in 1992.
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Figure 1.1 Earnings distribution functions and decomposition, CZ 19886
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As far aslocation shift is concerned, if the change in the distributional shape is
cancelled out, the relative distribution (bottom right painelFigure 1.} increases.
Individuals in 1996 were abo@t5 times more likely tdoe at the top decile of the 1988

distribution.
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The change in distribution of earnings between 1996 and 2008 is shdviguie 12.

The bottom left panel indicates a slight convergence trend. More individuals joined the
ranks of those in theBto the 6" and 8" deciles, however, the increasas rather
moderate. Concerning the location shift, individuals in 2008 were nearly 6 times more

likely to be located in the top decile of the 1996 distribution.

Figure 1.2 Earnings distribution funons and decomposition, CZ 199808
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The shape shifts indicate individual earnings polarization in the initial period of
transition, however, this trend later wore off. Between 1996288, the distribution

became rather more homogeneous, with the exception of'ttiecile’

" A similar process has prevailed for household income in the Czech Republic in this period (not stated
here).
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Table 11 shows that female earnings experienced arGibi-point increase in
inequality between the years 1988 and 1996 wachen were the only subgroup later
experiencing some changes$the Gini coefficientFigure 13 illustrates the shape shift
of female earnings distributions in more det&ihe middle part of the distributiowas
hollowing outin the period 19881996 with anevenslightly strongerpolarizationthan
recordedor the total sampleThistrenddid notpersistandthe relative density function

wasrather flatin the later period

Figure 1.3 Shape kifts of earnings distribution®%omen, CZ

Women, 1988-199¢ Vomen, 1996-2008

25

deciles

SourceMicrocensusl988 1996L i vi ng Conditions 2008. Authordéds com

Education was an important factor that contributed to the female earnings polarization
between the years 1992 and 1996. While in 1992 about 64% of women with high
education were concentrated in the two tgeiles, in 1996 as many as 74% of these
women joined the top two (mediaujusted) 1992 deciles. At the lower tail, 29% of
women with low education fell in the two bottom deciles in 1992, while as many as
52% of women with low education occupied thesésan 1996. This proves that while
women with higher education were moving to the top, theiréowcation counterparts

were moving downwards.

Table 11 proves that the least profound Gini coefficient increase of individual earnings

(by 7 points) between the years 1988 and 1996 occurred within the group of individuals
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with low education.Figure 14 shows the shape shift of earnings distribution for the

subgroup of individuals with low education.

Figure 14 Shape Kifts of earnings distributions:

Individuals withlow education, CZ

Lows education, 1988-1996 Lows education, 19962008

SourceMicrocensusl 983, 1996; Living Conditions 2008. Authoro
Note:Low educat i ISOEDIeWID®&G $and.Dd )

The earnings distribution of lowducation subgroup became more polarized over the
period 19881996. In 1996 there were 50% more individuals whose earnings put them
within the cut points of the top decile of the med&djusted earningdistribution in

1988. Additionally, in 1996 there were also 70% more individuals who came under the
1988 mediaradjusted 1 decile. Low education is the only subgroup which experienced

a stronger movement to the bottom than to the top. After this pdxedaieen 1996 and

2008, the shape shift demonstrated that earnings became rather more homogenous, as

indicated by increases if'46™, and &' deciles.

Recent empiricgslealing with transition period in pesbmmunist countriestressthe
existence of thephenomenonii h o | | ofwti meg mi(edgd Milanmvic, 1999;
Alderson and Doran, 2010)t seems thathis phenomenonwas associatd with
personal earnings the Czech Republionly in the early stage of transitiowhile it

ceasedater.
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1.5 Earnings inequality in Europe

So far, the analysis looked at personal earnings distributions in the Czech Republic. The
next object of my attention shall be whether the structure of personal earnings in the
Czech Republic is specific or rather comparable to diueopean countries. In order to
provide a first insight into the personal earnings inequality across Eufajbe 12

shall present the Gini coefficient in 22 EU countries. After that, | shall focus on several

countries in more detail.

The Gini coefficiert in European countries amounts to 0.35 on average. lowest
inequality is in Slovakiafollowed by the Czech RepubliBelgium, Denmarkand
Sweden. Comparing the Gini coefficient between gender subgroupgbke highest
difference isseenin Germany, where also the total Gauefficientis one of the highest
The Gini coefficientfor female subgroups stands at).the inequality is much lower
for male subgroup 0.33. Neverthelessearnings inequality is the sanf@ men and

women in sme countriessuch aHungary Finland, and Demark

Earnings inequality in different education subgroups is listed in the last two columns of
Table 12. Once again, the biggest difference in Gini coefficient for subgroups of
individuals with and without drtiary education is in Germany 0.31 and 039,
respectively.While in Hungary, Slovakiathe Czech Republjcand Portugalsuch
difference amounts toonly one Gini point earnings inequalityfor subgroups of

individuals with and without tertiary educatiequalsn Sweden and Slovenia

The relative distribution method and the decomposition into shape and location shifts
help to reveal the differences in earnings inequality between subgroups more precisely.
Figure 15 illustrates the shape and location shitis gender subgroups the Czech

Republic and its neighbours (Austria, Germany, Hungary, and Poland).
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Table 12 Gini coefficientof earninggn someEuropean countries (2008)

low & medium

sample total female male education high education
AT 6183 0.36 0.38 0.32 0.36 0.4
BE 6162 0.29 0.30 0.26 0.29 0.27
Ccz 10986 0.28 0.26 0.27 0.26 0.27
DE 12471 0.39 0.42 0.33 0.39 0.31
DK 6972 0.29 0.28 0.28 0.29 0.26
EE 5969 0.35 0.34 0.33 0.35 0.32
ES 15349 0.34 0.37 0.30 0.33 0.31
FI 12783 0.33 0.32 0.32 0.33 0.29
GR 6426 0.39 0.41 0.37 0.38 0.34
HU 9157 0.36 0.36 0.36 0.33 0.32
IE 4540 0.40 0.40 0.37 0.39 0.35
IT 21618 0.34 0.35 0.32 0.33 0.35
LT 5185 0.35 0.35 0.33 0.34 0.31
LU 4568 0.37 0.37 0.34 0.35 0.32
Lv 5906 0.40 0.40 0.39 0.39 0.35
NL 11707 0.36 0.36 0.31 0.35 0.33
PL 14487 0.38 0.38 0.37 0.37 0.33
PT 4735 0.40 0.40 0.38 0.36 0.35
SE 8807 0.30 0.31 0.28 0.30 0.30
Sl 12199 0.31 0.32 0.31 0.27 0.27
SK 7561 0.27 0.27 0.26 0.26 0.25
UK 8855 0.39 0.39 0.35 0.38 0.4

Source: EUSILC UDB 2008 version 1 of March 20%0Living Conditions 2008 for CZ Aut hor 6s
computatios.

Notes: Low educat ISCHD leyeis lD,alsand ) jnedium education (upper secondary)
ISCED levels 3 and 4; higbducation (tertiary) ISCED levels 5 and 6.

In 2008, inthe Czech Republic female earnings inequality was one Gini poddgr the

mal e. Mends earnings distributionasmo® rath
men come under the™4to 7" deciles offemale (mediafadjusted) distribution (see

upper left panel oFigure 15). However, there are 30% fewer men in tflew8o me n 6 s
decile and 25% more men in womends top
inequality higher. In simple terms, the male disitibn has sharper peak and longer

upper tail than female distributioAlthough the male Gincoefficient is highethan
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Figure 1.5 Shape and location shifts of earnings distributions:

Men versus women, 2008

Shape shift - Men in distribution of women, CZ 2008 Location shift - Men in distribution of women, CZ 2008
0 45
18 40
16 35
14 10
10 2
OB pr—— 20
06 -
04 10 I
: $ = ]
oo 00 [ |
2 3 4 1 3 b g 9 10 1 2 3 4 5 6 ? ] 9 10
deciles deciles
Shape shift - Men in distribution of women, AT 2008 Location shift - Men in distribution of women, AT 2008
0 45
18 40
16
14 15
12 0
1.0 15
0.8 0
0.6 15
0.4 10 I’-v
e s e
oo + 00
2 3 4 5 3 7 8 9 10
1 4 3 L 5 L 7 L] 9 1]
deciles
deciley
Shape shift - Men in distribution of women, DE 2008 Location shift - Men in distribution of women, DE 2008
0 4.5
18 4.0
16 55
14 10
12 15
10 20
& s
0.4 1.0
0.0 00
3 3 2 5 6 7 8 a 10 1 2 1 4 H 6 7 8 9 10
declles deciles
Shape shift - Men in distribution of women, HU 2008 Location shift - Men in distribution of women, HU 2008
20 'Y
18 40
16 35
14 30
:'; 25
10
Q8 = 15
0.6 :
04 10
Q.2 0.5 | H
0o + 0.0
2 3 4 5 6 7 & k] 10 1 2 3 4 5 6 7 ] 9 10
deciles deciles
Shape shift - Men in distribution of women, PL 2008 Location shift - Men in distribution of women, PL 2008
0 45
18 40
16 15
: ‘; 10
10 .5
08 0
06 1.5
i 10 - ‘
0.z o5 | | | |
0.0 a0 - I l |
2 3 4 5 & 7 H L] 10 1 2 3 4 5 & 7 8 9 10
deciles deciles

Source: EUSILC UDB 2008 version 1 ofMarch

computatios.

2010 Living Conditions 2008 for CZ Aut hor 6 s

Personal Earnings Inequality

32



female, similarly to most European countries earnings distribution of women is more

polarized®

In Austria, the reported Gini coefficient was substantially higher for women (0.38) than
for men (0.32) andndeedthe male earnings distribution is rather more concentrated in
the middle (4 to 6" and 8" deciles). There were above 30% more men in thand

even 60% more men in thd'Slecile of female earnings distribution. Male distribution

has a sharper peak.

Germany is a country witkhe highest differencebetweenmale and female earnings
inequality; the female is 8 Gini points highethan the male oneMale earnings
distribution isconsiderably more homogenous, as apparent from the eftiganel in

Figure 15. There were 25% more men in th& decile, 70% in the ' almost 85% in

the 6", and 40% more men in thé" Hecile than women in the respective deciles of
medianradjustel f emal e earnings di stributi on. Me |
concentrated in the middle compared to wo

male subgroup substantially lower.

The differences in female and male earnings inequality are highlgddiatthe level of

education. German women with high level of education are concentrated in the top
decilesi more than 40% of them belong to the top two deciles. Contrary to women,
German men with high level of education are spread more equally in tlee pgg of

distribution than women with a similar level of education. Nearly 40% of men with high
education are located within the cut points of tHearid 8" decile of female (median
adjusted) earnings di stributionyfe moraus co

homogenous than womenods.

8 This finding is supported also by the polarization index which is slightly higher for Czech women (0.52)
than for Czech men (0.51).
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The shape shift, i.e. comparison of female and male earnings distribution without the
differences in location, does not show any consistemtd in Hungary Yet the Gini
coefficients for men and women are equal. Althoulghost 25% more men are located

in the top decile compared to women in their medidjusted distribution, this higher
concentration is overbalanced by other deciles along the distribution and results in the

same overall earnings inequaltty.

In Polandthe s hape shift exhibits only moderate
and mends earnings distributions. To poin
more concentrated in the middle than female. This is in accordance with-oimto

higher Gini oefficient for women.

The right panels ofFigure 15 show location shifts in these five countries. The
difference in location of female and male earnings distributions is most obvious in
Germany. There are more than four times more men in the top definfesnale 18
decile cut point. The situation in Hungary and Poland is also interesting, as it differs
substantially from other countries. A higher share of men in the top decile, which
otherwise suggest commonly observed gender differences in earningBy ysevails,

but the results for Hungary and Poland indicate relatively low gender earnings

inequalities.

In terms of the Gini coefficient, low and medium education subgroups exhibit higher
earnings inequality than their highly educated counterpartsTable 12), with the
exception of those in the Czech Republic and Italy. The earnings inequality is one Gini
point higher for people with high education in the Czech Republgure 16 (upper

left panel) clearly shows the reas@tthoughindividualswith high education are more

° The polaization index indicates a moderately higher polarization of male earnings (0.75) than female
(0.72), apparently due to the top decile.
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Figure 1.6 Shape and location dts of earnings distributions:

High education versus medium and low education, 2008
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concentrated in the middle {4to 6" deciles) of the less educated mediatjusted
distribution than less educated in that distribution, there are also 55% more of highly
educated at the very top of that distribution, which makes the overall earniggalibe
higher for highly educated individual$he phenomenon observed at the top decile
overweighghe onein the middle From this it can be concluded that earnings of highly

educated individual are more polarized than earnings of the less edocagd

The most obvious differences between earnings inequality determined by education
level occurred in Germany: the highly educated exhibited the Gini coefficienBdf 0.
while less educated 0. Earnings distribution of highly educated is more homogsn

as apparent from the shape shiftFigure 16 (middle left panel). Highly educated are
16% more likely to have earnings in th€ Gecile of the less educated medadjusted
distribution than less educated in the same decile of that distributi®f jr84" decile,

55% in 8" decile, 75% in B decile, and 9% in'7 decile. There are less of them at both

tails of female earnings distribution.

Disregarding the differences in shape and focusing on location shift (right column in
Figure 16) we see thatarnings distributions of the highly educated are located higher,

compared to the less educated in all five countries. This tendency is very strong in
Germany: the highly educated are 4.3 times more likely to fall into the very top decile
of less educatedrhis phenomenon is apparent also in Hungary and Poland, i.e.
countries where the location shift by gender was relatively moderate. There were 3.9
times more individuals with high education whose earnings placed them in the top

decile of less educated Roland and even 4.9 times more in Hungary.

19 As confirmed also by the polarization index: 0.54 for people with higher education and 0.49 for those
with lower educaon.
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Education is a very important factor contributing to income differences well described
by human capital theory, as well as by empirics. However, the differences in earnings
distributions between education subgrswgpe not quite typical. Germany is an example
where the earnings distribution of highly educated is markedly more homogenous than
earnings distribution of the less educatétbwever, such a clear tendency is not

obvious in all examined countries.

1.6 Conclusion

This essayanalyzs personaéarningsnequalityand earnings distributions the Czech
Republic sincel988 using the relative distribution methodhe most substantial
changes in earnings distribution weggpectedto occur alreadyn the easf stage of
transition Indeed, the Gini coefficient experienced the most substantial increase in the
early transitiorperiod 19881996, while it remained unchanged between the years 1996

and 2008.

In the early transition periodhe distribution of indivilual earningsbecame more
polarized Theseresults are in accordance withl der son and Dor anos
concerning the phenomenon of Aholl owi ng
income in the Czech Republic in 1992996 Their analysis, applyig the relative
distribution method and decomposing the distributional changes into shape and location
shifts, contributed considerably to the explanation of the process of growing income
inequality. However, the period covered by their analysis missedhtst substantial
changes in income distribution that occurred before 19%2refore, additionally to

their study, this study concentrates on longer period in the Czech Republic, starting

from 1988. Hollowing of the middle took place in the Czech Reputliconly for a
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limited period of time. My findings indicate that aftdrat, in 19962008, this trend
gradually faded away and personal earnings turned slightly more concentrated in the

middle.

The trend of dAhol | owicleagy fav &ll gentiee andneducadtibne 0 s h
subgroup in the early transition peripdhowever, this trendlid not lasteven for the

subgroups Education was an important factor that contributed to the earnings
polarization betweemhe years 1988&nd 1996.Individuals with high education were

making their wayto the top while peoplewith low education were movingn the

opposite directionThe earnings distribution of lowducation subgroup experienced a

similar pattern but was the only group to undergo a moréopno movement to the

bottom than to the top in this period.

To reveal the specifics of Czech earnings inequalityg international comparison
focused on founeighboursof the Czech Republi¢ Austria, Germany, Poland, and
Hungary. The Czech Republic eikiited the lowest overall earnings disparity terms

of the Gini coefficienin 2008 Also when omparing the earnings inequality by sex and
education the Czech Republic deviates from the other countries. While the earnings
inequality is higher for memnd highly educated in the Czech Repubtlee Gini
coefficient ishigher (or equal) for women and less educated in other courifies.
differences in earnings inequality between these subgroups were the highest in

Germany.

The shape shift in Germany shed results expected based on the Gini coefficieras
strong concentration of mabnd highly educatedarnings in the middle compeat to

w o0 me andl kess educatezhrnings distributiosy respectivelyHowever, n the Czech
Republic,the relative distribtion method and its decomposition into shape and location

shifts revealedhat the differences in distributionbetween subgroupwere not as
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straightforward. Tie Gini coefficient of male earnings was one point higher than for
women. More men would likelyp e pl aced in the top- decil
adjusted distribution than women in that decile, which makes overall male
inequality higher.In addition, male earnings were more concentrated in the middle,
which would otherwise indicate lower male inatjty. With the latter effect being

strong enough, female earnings are slightly more polarized than male earnings.

Regarding the education subgroupsc® again, the Gini coefficient does not fully
describe the distributional differences in the Czech Repubhe. highly educated are
more concentrated in the middle of the less educated madjasted distribution than

low educated in that distributiomNeverthelessmany of the highly educated are also
located at the very top decile, which makes the overall earnings inequality of Czechs
with high education higher than the inequality of the less edudaied:cordance with
theprevailinglatter effect, arnings of highly educated are more polarized than earnings

of less educated.

These findings support the fact that a single overall indicator of earnings inequality does
not sufficiently describe the inequalityhe relative distribution method reveals obas

that occurred along the distributiorbrings supplementary results and provides
additional possibilities toanalyz earnings distributionsDecomposing relative
distribution especiallyfor different subgroups, mighbring results with interesting
implications for understandingncome inequality. In the light of these results, the
findings for the Czech Republic differ less from the other countries than it would seem

from the first look at the Gini coefficients.
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2. Gender Wage Gap

2.1 Introduction

Analyzing genderrelated differences between men and women in wagedadodr
marketbehaviouris gradually gaining importance in Centihst Europen countries

(CEE) Twenty years ago, countries of this region started to transform from communist
economies into democratic regimes. Therefore, the tradition of research on gender wage
inequality andlabour market participation in Centrédast Europe is relatively short
compared to research on AWestern countrie
dis/similarities, the basic structure of gender wage gdapdaEE countries needs toe

guantified Hence, thisessayis concerned with gender wage gap analysis in the Czech
Republic, Hungary, Poland and Slovakia, and uses rather recent data from the Statistics

on Income and Living Conditions database (8WL.C).

Although communist Czechoslovakia wascauntry with one of the highest wage
equaizationin the world, differences in earnings were still to a high extent influenced

by gender, (2Well9%)r.n2A&Kccording to Velern2kaos
gender earnings discrepancy was enhancedhdyaict that industries and jobs typically
occupied by women were disfaved by the system. Moreover, women were
remunerated with lower wage tariffs for comparable work, andtaofi components of

wages were also lower for women. In former Czechoslayakie average femalaale

wage ratio varied only slightly, from 65.8% in 1960 to 68.4% in 1979, and did not show

any substanti al di fferences between countr
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According to Rutkowski (2001), the factors that contributed the most toisheyr
income inequality in transition countries during the 1990s were education and inter
industry wage differentials, while other factors, like gender or work experience, were

less important, or even insignificant.

Indeed, the gender wage differentiaisrted to shrink in transition countries after 1989.
Newell and Reilly (2001) show that femaigale ratio of monthly earnings increased
markedly between the second haltloé 1980s and 1996 in Central European countries.
At the end of the communist eragrgler wage inequality in former Czechoslovakia was
one of the highest among the countreaglyzd in thisstudy the femalemale wage
ratio was 66.1% in 1987, while it amounted to approximately 74% in Hungary and
Poland. In 1996, the femalaale wageratio was almost balanced in these four

countries, with around 80%.

The development of gender wage inequality in these countries started to diverge as early
as in the late 1990s. While the femabale average wage ratio decreasalstantially

to 72% in 198 in the Czech Republic, it increased to roughly 85% in 1999 in Poland.
Only after 2002 the situation of Hungarian women started to develop in their favd

the ratio reached 84%espite a slight improvement of tlaweragefemalemale wage

ratioin the Czech Republic after 1998 has rot yetreache its level from 1996Even

in 2005, he valuesstayedat roughly 75% in the Czech Republic and Slovakiad(at

about 90% in Poland and Hungary at that tifté)o put it in simple terms, the gender
wage dfference has been substantially diminishing in Poland and Hungairle it has
remained the samer even slightly deteriorated between 198612005 in the Czech

Republic and Slovakia.

! These figures were provided by Eurostat based on national sources. However, as the Czech statistical
office provides gender median wage gap to Eurostat, the fanséeaverage wage ratios for the Czech
Republic are taken from the Czech Statist{atiice.
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Analyzing the differences between average male and female wages ata&s/much
about the real situation of women on tabour market. The observed gender wage gap
only captures the wages of individuals selected into employment. The substantial
decrease of gender wage gap overdhdy transition period might have been at least
partly caused by lowage women withdrawing from thabour market. Hunt (2002)
examined the effect of selection into employment on the gender wage gap in former
Eastern Germany between the years 1990 and 199dhanekd that almost one half of

the 10percentaggoint increase of femalmale wage ratio in this period was due to

low-skilled women leaving thiabourmarket.

The observed gender wage gaps currently differ substantially amoagaheed CEE
countries.This essaycontrols for selection bias using the Heckman regression method
(2979) which provides us with selectionrret¢ed estimates. The aim of this essayo

reveal the explanatory factors of the observed gender wage gaps by identifying the part
tha can be explained by observable characteristicsaaatyzng whether and to what
extent such component differs in the surveyed countries. For this purpose, the-Oaxaca

Blinder decomposition method is applied (see Oaxaca, 1973; Blinder, 1973).

The rest dthis essayis organized as follows: The nesthapterprovides an overview on
available literature.Chapter 2.3 depicts the Heckman methodology for the wage
eguation estimation and the Oaxd&lnder wage gap decompositiolChapter2.4
describes the EA$ILC data applied in this model and specifies the variables used, with
special regard to the structure of individual golalcharacteristicsChapter2.5 presents

the results of the wage gap decomposition; specifically, it provides quantitative
estimates offactors determining the gender wage gapbapter2.6 summarizes the

main results.

Gender Wage Gap
45



2.2 Literature overview

The empiric literature on gender wage differentials is relatively, eslpeciallythanks

to publications from thé&ast 20 yearsThe US. experiencenas beenbroadly covered by

Blau and Kahnwho analyzdthe importance of wage structure in explainmagional

and international differencegshe role of changinggo mendés r el atjase qua
well asdemand and supply shif(®.g. Blau ard Kahn, 1992, 1997, 2000)Another

studies examined the role of changing human capital accumulatignQ6é Ne i | | and
Polachek, 1993among many other®r occupational segregatioBdyard et al., 2003;

Black et al., 2004; Dolado et al., 2001; or GrosH&91).

Whenanalyang gender wage gap structurthe most recent empiridgst concentrate
onthe selection effecf In addition to the selection effect, further two basic effects can
be determined: The endowment effect is caused by differencesliindual human
capital (e.g. educationand work experiencegand jobrelated(e.g. occupation, type of
contract, supervisory position etcharacteristics between men and women. Typically,
women and men differ in terms of their human capital charactsistre concentrated

in different occupations or industrial branches, and, based on such endowment

differences, are often remunerated differently.

The remaining part of the observed gender wage gap could be explained by the
remuneration effect caused bt gendesspecific remuneration of the same individual
and job characteristics. This effect is often associated with discrimination, but it should
rather be considered an unexplained part of the observed wagehimpart of the gap

may still be formedy unobserved differences in individual or other characteristics, and

2 The selection effect results from a correction of the sample selection bias that occurs when working
individuals do not create a random sdmple of the population but differ systematically from-non
participating individuals (Beblo et al., 2003)
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only an unknown fraction of the remuneration effect can be attributed to
discrimination™®

The study most closely related to the prestutlyis that of Beblo et al. (2003). It uses

the Heckman (1979) and Lewbel (2005) selection models along with European
Community Household Panel (ECHP) data to estimate the selexdioected wage

gap. The authors claim that the selection effect is negative (more than 40%) in the EU,
which means that thentry of norparticipating individuals intdabour market would

cause a 4percent increase in the observed gender wage“gBipe endowment effect

in the EU represents almost 20% of the observed gender wage gap. The authors as well
as the other existingterature usually evaluate the unexplained part of the observed

gender wage gap as a rather large one.

Many analyses of the selection bias and various correction methodologies have emerged
since the aforementioned He ¢ k mity obtheses e mi n a
extend Heckmands c | as snormalitynBlandell etwlo(2081 | ow f
examine changes in the distribution of wages in the UK using bounds to allow for the
impact of noarandom selection into work. The method of Blundell et aluireg fewer
assumptions than the Heckmands model but
studies confirming the importance of selection are based on US data (see, for example,
Neal, 2004; Blau and Kahn, 2006; and Mulligan and Rubinstein, 2005)e idwer

studies on this problem concern the European environment.

“While | wuse the original terminology, terms |l
di fferences in characteristics and gender differ e
endowment and remuneration effects might be usedhgy authors.

14 Adding information on sectoral occupation to the list of explanatory variables significantly lowers the
negative selection effect reported by Beblo et al. (2003), to almost 10% of the observed gender wage gap.

The Heckman procedure applibgt Beblo et al. (2003) on German data shows a different picture: the

selection effect is actually positive by more than 10%. This indicates that without selection the wage gap

in Germany would be lower than the observed one.
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Olivetti and Petrongolo (2008) compare the observed gender wage gaps with the
selectioncorrected ones for the pemlargement EU member countries using several
imputation methods and theCHP data. The advantage of their method is that it does
not rely on distributional assumptions as heavily as the Heckman model. They confirm
a negative relationship between the gender employment gap and the observed gender
wage gap in all surveyed counsiésee also OECD, 2002). The selection effect proves

to be highly negative in southern European countries, with the highest differences
between male and female employment rates. Thus, large inflows gbambaipating
individuals into thdabourmarket waild cause relatively high increases in the observed
gender wage gap. By contrast, in Scandinavian countries, with low differences between
male and female employment rates, the selection effect is positive, i.e. the inflow of
nonparticipating individuals wuld bring about decrease of the observed gender wage
gap.

Albrecht et al. (2004) use quantile regressions to estimate the gender wage gap in the
Netherlands. They apply the method introduced by Buchinsky (1998) to correct for
sample selection in quantileegression. Albrecht et al. apply a rather innovatory
approach, as they extend the quantile regression decomposition procedure to control for
selection'® They found out that a larger part of the gender wage gap is caused by gender
differences in returnotlabour market characteristics, while about one third on average

is due to differences in these characteristics.

Similar study was performed by Nicodemo (2009). Using the selectoected

guantile regression and data from the ECHP 2001 an&IEG 2006 sheanalyzd the

15| am aware that techniquesch as quantile regression might be more informative than the Heckman
model used here. The advantage of a quantile regression is that rather than identifying differences at the
mean of the distribution, they are explained quantile by quantile. This tertapresents a future
direction for the gender wage gap research in Central Europe. Still, as a first step | find it valuable to
follow the traditional approach.
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selectioncorrected gender wage gap for wives and husbands in five Mediterranean
countries. She showed that the gender wage gap decomposition differs if selection into
employment is ignored. The part of the gender wage gap caused bsr gififekences

in characteristics proved to be very small, while the greater part was caused by the

discrimination effect.

The discrimination/remuneration effect in faatcounts fothe unexplained part of the

gap. Existing literature typically suffefrom lack of variabledo capture all gender

specific differences. Such variables are either unobservable ceawtledby available
surveys. Theoretically, wer e a larécteristiessl evant
included in regression model, it shdbe possible to explain the whole gender wage

gap.

Some attempts to reduce the unexplained part by finding further gspelefic factors

have been recently undertak@ne of such promising variables is risk aversiwhich

appeargo be higher for worman. It is often arguedd.g.by Le et al.,, 2011) that risk

i nfluences 1 ndi vi duaduchds Humdn capital inmestmé&ne dr ¢ h o
occupational choiceSome evidence that womemoose safer jobs with lower risk of
work-related death (DeLeire ariébvy, 2001) has been already providEthancial risk

has been tested by experiments (Eckel and Grossman, ROBghen et al., 20Q5with

the same resuihdicating ahigher risk aversiofor women

Black et al. (2004jelaterisk to earningauncertainty. They, first, shadthat variability

of companie8 pr of it is correlated with variabil
profits serves as a proxy for wage risk for workers. Second, they demoth$ivattthe

higherthe share of female w&ers within a plant, the lower the variation in profits. This
suggestanexisingr el ati onshi p bet ween womends ri sk

aplant. Thereforerisk aversion might substantially help to explamaalditionalpart of
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gender wage gaprhe Norwegian matched employemployee data appliech that
study consists of three different dataseasd so it involves detailed information on
individuals and their family characteristics as well as on establishments and their

profits.

Similarly, Leet al. (2011useAustralian dataincluding dateon selfreported attitude to

risk, to illustratethat more positive attitudes towards economic risk are related to higher
earnings however,their contribution to the gender wage gap is relatively smdle T
impact of risk attitudes on earnings wouldedto be more than eight times higher to

fully explain the gender wage gap.

Research, its possibilities and resulise strongly influenced by data available.
EU-SILC seems to offer the most comparable, hadce the most suitable in terms of
this study, data for the CEE countriess a household survey it provides us with
i ndi vi dual s6 f a mwhidhyare cnbcassaayfort dackmart imodsl.

Unfortunately, variablesuch as risk aversipare not availble at individual level.

Moreover, EUSILC| acks some more det ai |l whichaempl oy e
common for surveys conducted directly in companies. The choice of dataset is burdened

by a tradeoff between the availability of family characteristiaad better quality of
job/employer characteristicRue to the imperfections of either data available in the

CEE region, rather than fully explaining gender wage gaps this study aspires to provide

the best possible comparison of common factors of theegemaige gap across the CEE

countries.

The most comprehensive studies on the gender wage gap in the Czech Republic are
those of Jurajda (2003, 200&j0 useddata froma company surey. These studieare

concerned mainly with segregation effects. Jurajdadudata from 1998 and, most
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importantly, showed that ortbird of the observed gender wage gap is caused by
unequal male and female representation in a particular occupation in both the Czech
Republic and Slovakia. As oenstadyentrolsfar Jur aj

selectivity and deals with the selectioarrected gender wage gap.

Based on the above discussed conceptual framework, the following general propositions
can be formulated: (i) The selection effect will probably be negative, adymaw-

wage women are likely to stay out of tledourforce. However, according to Olivetti

and Petrongolo (2008), we might even expect a positive selection effect in Slovakia, a
country with the lowest gender employment gap ($able 22). (ii) In the labour
market, women with better wage characteristics prevail and thereforavehege
characteristics of working men and women are expected to be similar, with a relatively
small endowment effect as a consequence. Its extent varies in the above mentioned
literature, from negative values (e.g. Nicodemo, 2009, for Portugal) to roughly one third
in the study of Albrecht et al. (2004) for the Netherlands. (iii) Consequently, a large part
of the gender wage gap is likely to be attributed to the remuneratiect ¢ffossibly

also to other unexplained factors).

Although intuitive enough from a conceptual viewpoint, these propositions should be
tested empirically in a rigorous manner to deliver a ssglictured analysis of gender
wage inequality in the four surveydabour markets. Thisstudy applies the Oaxaea
Blinder decomposition method (Oaxaca, 1973; Blinder, 1973), including selection

corrected estimates of female wages, to quantify the above mentioned effects.
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2.3 Methodology

The existing literature offers many ways of examining theofacthat influence the
gender wage gap (Becker, 1964; Mincer and Polachek, 1974; Eckstein and Wolpin,
1989; Wright and Ermisch, 1991). Recent studeg.(Albrecht et al., 2004; Olivetti
and Petrongolo, 2008; Mulligan and Rubinstein, 2004) apply vaselestioncorrected

methods. Much of this work develops the classic Heckman (1979) model.

The Heckman procedure is a tgtage model. First, a probit model for the probability

of working is applied. In the second stage, predicted individual probabilieeadaled

as an explanatory variable to the wage equdfioH. the unobservables in the
participation equation are correlated with the unobservables in the wage equation, the
estimates without correction (in an OLS model) would be biased. This basicalhs mea
that the unobservables in the selection (or choice) of working affect also the wage
equation. In other words, selection into the sample of working individuals is a non
random process, affected by different unobservables. The estimated wage function

unde the selectiorcorrected Heckman model is:

O .

where vectoiX; includes all explanatory variables of the wage equaficandF signify
standard normal density and distribution functions, respectivetgpresents the vector

of explanatory variables of the participation equation that should differ from the one

16 Except the addition of working probability the estimation corresponds to commonly useekriltinc

type wage equations (Mincer, 1974), where the (logarithmic) earnings profile is a function of years of
schooling, concave function of experience and further supplemented by the impact of other relevant
individuals and job characteristics.
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included in the wage equatiom, is the correlation coefficient of the wage and

participation equations angis the standard deviatidn.

A positive } indicates that unobservables in the wage and participation equations are
positively correlated. For example, let us take abidisyoneunobservable in a wage
equation. If ability is positively related to both participation and wageg, theositive.
Negative; means that an unobservable in the wage equation is negatively related to
participation, while positively to wage. For instancé, handsomeness is an
unobservable in the wage equation and is negatively related to decision to participate

but positively to wageg, will be negative.

Using the coefficients estimated from the male and female wage equations, the observed
gender wage g@ga can be decomposed into several effects. The -Kpestn
decomposition method is the Oaxaginder method (Oaxaca, 1973; Blinder, 1973).

The observed gender wage gap is defined as:

InWM — InWF = (InWM — InW1F) + (InW1F — [nWF)
= (XMpM — XFRM) + (XTRM — XFBF)

= (XM - XT)pY + XT(BM - BF) 3)

endowment effect remmuneration effect

where expressions with a bar signify mean values. The teiti'” represents the
average hypothetical femaveage if the female individual and job characteristics were

remunerated in the same way as male.

YFor more details, see Heckman (1979) or some of
Beblo et al., 2003). The model does not treat a possible endogeneity of some variables, such as education,
because of the lacking consensus in literature on teoinstrument variables of this type. Moreover,

suitable instrumental variables are usually unavailable in commonly applied datasets. That is why a
similar kind of objection can be attributed to practically all empirical literature on the gender wage gap
decomposition.
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The term (W—F)BMon the rght-hand side of the equation )(3epresents the

endowment effect and determines the extent to which the average male wage would
exceed the average hypothetical female wage if the individual and job characteristics of
men and women were remunerated in the same way (that is, if there were no
discrimination). This part of the observed gender wage gap is therefore supposed to

reflect he differences in productivity between men and women.

The term F([?M—[?F) represents the remuneration effect and showsligparity
between the hypothetical and observed female average wages. In other words, had the
female and male characteristics beemunerated in the same way, the remuneration
effect would be zero. If men and women had the same average characteristics, the

observed wage gap would be given only by the remuneration effect.

To correct the sample selection bias, it is necessary taadither component to the
decomposition equatior8) i the selection effect. The selection effect reveals the way
in which the observed gender wage gap would change Hpaditipating individuals

started working. Th&ansformed equatiorB) then takes othe following form:

WY — InWF = (X — XF)BM + XF(BM — BF) + 62 — 074" (4)
S——————————
endowment effect remmuneration effect selection effect

wheregy is the estimate ofr § and }is the average estimated f r om Heckmanod
equation @).

The standard OLS regression method is used for men in some studies (see, for example,
Beblo et al., 2003). As the participation rate of men in the sample is close to 100%, the
male sample selection is random in the above quoted study. Since the employment

participation of men is relatively high in the samples used in the present analysis, it
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should not be affected by selectivity problethdherefore, male wage equations are

estimated by OLS. If a random sample for men is assumed, the correction term for men

M
in equation4), i.e. 27 , IS set to zero.

Positive selection effect, i.e. negati\&F, corresponds to a negative selection on
unobservables (negative correlation between the unobservables in female wage and
participation equationsy. It means that the selecti@morrected gender wage gap would

be lower than the observed one if people who are currently not working had the same
observed characteristics as those who currently are working. However, due to differen
endowments of participating and nparticipating women, this does not necessarily
imply that if all women worked, their average wage would be higher. The selection
effect deals with unobservables. Therefore, the positive selection effect occurs when
non-participating women possess better unobserved characteristics than working

women in terms of wage remuneration.

A positive selection on unobservables, i.e. positi)vFe and negative selection effect,
suggests that actual wages ofriing women are higher than hypothetical wages of a
random female population sample with a comparable set of observed characteristics.
Negative selection effect arises when +pamticipating women have worse unobserved
characteristics than working womemsg. lower abilities affecting both their probability

of participation and potential wage.

8 See Table 2.2.
19 As (igis positive by definition, the sign df is the same as the signjof
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2.4 Survey data

The EUSILC household survey is a new panel survey that replaced its predecessor
ECHP in 2004. Thigssayis based on data from ESILC 2008 for the Czech Republic,
Hungary, Poland, and Slovakia. Ftilhe students, permanently disabled individuals,
selfemployed, and unemployed have been excluded from the sample. Students and
disabled have beeexcluded beaase their job choices are limited, while the self
employed are eliminated since their highly fluctuating earnimgsdd make the analysis

biased.

Typically, the unemployed are excluded from the sample as well (see Beblo et al.,
2003), as their individual @aracteristics, and consequently their job search effort, is
usually significantly different from those of the inactive population. Joining both the
inactive and unemployed would create a heterogeneous group inappropriate for the

model?°

These restrictios have been applied in order to form a homogenous sample consisting
of the employed and a fraction of those
(inactive). In addition, the age limit b has beeimposedn order to avoid retirement
choices.The samples included imy analysis are described rable 21. The data is

weighted by individual weights reflecting the number of people in the whole population

represented by a particular individual in the sample. Robust variance estimates are used.

% As an alternative, a double selection into participation could in principle be done: one for being
unemployed, the other for being inactive. The reason is that part of the unemployed might equally be
discouraged from labour market participation as thetive population. However, the information on
unemployment status in the dataset is-ss¥brted and, hence, lacks the information about the nature of
unemployment (voluntary or involuntary). Therefore, the group of unemployed itself seems to be
heterogeaous enough and is typically excluded from the sample without aspiring on double selection
exercises.
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Table 21 Sample Characteristics (weighted)

Ccz HU PL SK
Male Female Male Female Male Female Male Female

WAGE EQUATION:

N (unweighted) 4070 3657 2751 2586 4308 4098 2693 2652
LN WAGE 1.50 1.25 1.19 1.10 1.27 1.18 121 1.01
EDUC_YEARS 13.77 13.74 13.88 14.31 13.71 14.69 13.93 14.10
YEARS_WORK 16.99 17.88 16.90 19.79 15.83 15.04 17.35 19.16
YEARS_WORK2 389.51 42422 386.03 498.71 363.53 33148 413.81 473.50

SIZE_10 14.41% 21.83% 24.36% 26.80% 36.48% 38.40% 33.51% 40.89%
SIZE 11_49 38.76% 37.88% 33.27% 33.92% 25.48% 26.21% 46.52% 40.52%
CONTRACT 90.71% 88.66% 92.83% 93.05% 76.73% 77.34% 91.55% 90.91%

SUPERVISOR 23.08% 13.03% 21.73% 16.52% 21.03% 17.89% 16.26% 11.67%
PRAGUE 11.47% 12.64% - - - - - -

DENSE_AREA - - 34.75% 36.61% 43.99% 49.78% 27.23% 30.84%
ISCO0 1.16% - 2.39% - 1.00% - - -
ISCO1 5.17% 2.54% 6.00% 4.14% 4.80% 4.34% 657% 3.31%
ISCO2 8.34% 9.42% 10.05% 16.32% 9.76% 25.40% 9.76% 16.03%
ISCO3 19.74% 29.23% 8.55% 20.73% 10.93% 15.60% 16.17% 29.56%
ISCO4 423% 15.86% 5.32% 14.47% 5.47% 14.38% 4.42% 13.99%
ISCO5 8.31% 18.84% 11.10% 18.15% 6.91% 17.88% 9.12% 16.27%
ISCO6 1.43% 1.19% 1.80% 0.83% 0.76% 0.20% 0.81% 0.58%
ISCO7 30.03% 7.91% 30.03% 7.57% 32.49% 6.23% 26.55% 5.97%
ISCO8 17.61% 5.89% 19.70% 8.41% 20.34% 5.10% 20.16% 6.25%
PARTICIPATION EQUATION:

N unweighted 4569 3598 5796 2981
NON_EARN_INC 1105.67 1296.19 450.75 434.14
PARTN_W 66.77% 56.51% 56.43% 61.15%
PARTN_NOTW 5.66% 13.94% 10.54% 6.22%
CHILDO_2 15.04% 17.06% 14.58% 7.49%
CHILD3_5 12.20% 16.34% 12.38% 8.16%
CHILD6_15 30.07% 32.18% 32.69% 29.21%
EDUC_YEARS 13.73 14.08 14.25 14.01
AGE_30 27.94% 28.97% 31.24% 25.13%
AGE_31 45 46.48% 42.51% 40.16% 40.20%

Source: EUSILC UDB 2008 version1of Marct2 0 1 0. Aut hor s computati ons.
Notes: *Variable YEARS W (and its square) is unavailable in Hungary. A proxy variable computed as
flag@ EDUC_YO0 (and its square) used instead.

The dependent variable in the Heckman model is the logarithm of the hourly gross

wage. It is not obtained directly; it is computed on the basis of the Eurostat definition of
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the gender wage g&p.The difference between male and female mean wages, i.e. the
observed gender wage gap, is positive but relatively small in Hungary and Poland, while

it gains substantial values in both Czech Republic and Sloysd&aTable 2.2)

Table 22 Observedyenderwagegap andemploymentrates (%)

Gender wage gap  Male Employment Emi?g?/?rint Employment gap (pp.)
Ccz 22.6 99.1 79.6 19.5
HU 8.9 94.3 73.0 21.3
PL 8.6 91.5 72.7 18.8
SK 18.4 96.3 89.1 7.2

Source: EUSILC UDB 200Bver si on 1 of March 2010. Aut horés com
Note: Values for the sample applied.

The following explanatory variables are included in the male and female wage
equations? Human capital typical for Minceriatype wage equations is represented by
education and experiencEDUC_YEARSstates the number of years spent in school.

On averageworking women have studied longénan working menin all of the
examined countries, with the exception of the Czech RepuiiARS WORKives the

tot al number of WEARS WORKEXtp suare.eTine Hungariam d
dataset lacks this variable;h er ef or e, a proxy MRnHage minus

was applied.

SIZE_10and SIZE_11 4%epresent dummiesquallingl if the employee works in a
local unit with a maximum number of 10, or -49 workers, respectively, and 0

otherwise.Larger compaies are expected to provide higher wagéQNTRACTIs a

The hourly gross wage is the usual mont hly gr oss
quadruple of the number of hours usually worked pervweek t he personés main job,
overtime.

22 |deally, the list of control variables should contain othmre or less commowariables that might
account for gender wage differences like working conditions, job flexibility, state or privatar,sect
unionization risk aversionetc. Unfortunately, the data available does not provide such information.
Moreover, the information on some of the applied variables is rather limited, such as supervisory position
or broad ISCO categories. However, it ipoasibleto complete the set of explanatory variables
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dummy variable that equals 1 if the employee has an unlimited job contract and O
otherwise. On average, Czech and Slovak working men enjoy more often a job contract
of unlimited duration than women. Tlopposite holds for Hungary and Poland, i.e. the

two countries with small observed wage gaf&JPERVISORis a dummy for a
manageri al position; it equals one i f t
otherwise. In all covered countrigshs with supevisory responsibilitiesre more likely

to be occupied by metihan women.Unfortunately, the datanly offersinformation on
supervisory/norsupervi®ry managerial position and | would welcom®re detailed
information on hierarchy of managemenotcapture the gender differences in a more

exhaustive way.

PRAGUEIs a dummy variableequallingl for individuals living in the region of the
Czech capital. Wages in the capital are typically rather higher than wages in other areas
of the country?® Unforturately, similar distinction cannot be deduced from Hungarian,
Polish, and Slovak datasets, since they contain less detailed information on regional
units (only NUTS1 codes). This is why tHeENSE_AREAvariable, a dummy
corresponding to living in larger oits, has been applied instéddSCOmis a dummy

variable for occupational groups, whene= 0 to 8%

8 The wage disparity between Prague and other regions is substantial, while the differences among other
regions are rather negligible. The average wage in the Prague region was approximately 33,500 CzZK
2007 while the average wages in other regions ranged between 21,500 and 25,000 CZK (Czech Statistical
Office, 2008).

4 As a densely populated area is considered a local unit which has a density superior to 500 inhabitants
per square kilometer and whehe total population for the unit is at least 50,000 inhabitants.

> The ISCO occupational classification code divides employees into 10 gi8@B0i Armed forces;

ISCO1i Legislators, senior officials and managdiSCO2i Professionals]SCO3i1 Technicians and
associate professionallSCO47 Clerks; ISCO571 Service workers and shop and market sales workers;
ISCOG6i Skilled agricultural and fishery workersSCO7i Craft and related trades worketSCOS87

Plant and machine operators and assensfdl@CO9i Elementary occupation¥he last group is dropped

due to collinearity. The dummy variabl®8COQis also dropped among women and in Slovakia, because

in this group there are no or almost no individuals in the samples.
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The explanatory variables included in the female participation equations are the
following: NON_EARN_INCis the total annual neearned household incom.
Unearned income isxpectedo have negative impact on labour supphdARTN_Wand
PARTN_NOTWare dummies for living with a working, resp. not working partner. The
counterpart to these variables is living without any partogimg with a partner might
indicate a certain division of roles between partnetsch, under existing gender
stereotypestypically resultin lower female labour suppCHILDO_ 2 CHILD3 5, and
CHILD6_15are dummy variables indicating the presence of a child of a corresponding
age.Children in households, and especially the younger ones, tend to reduce female
employment on the supply sid&/omen withchildren in preschochge stay at home

and only reenter the labar market once their children grow older. Possible
discrimination agaist women with children may also result in reducing female
employment on the demand siddousehold characteristics serve as the exclusion
restriction that do not enter wage equations, i.e. they are the variables that affect

participation in théabourmarket without affecting wages conditional on participating.

EDUC_YEARSs again the number of years spent in schaslthe level of education
positively influences potenti al wages,
participate.This time the sanips include both working and inactive women. For this
sample the average number of years of education is slightly lower than for working

women.

AGE_30and AGE31_45are dummy variables for corresponding age; the highest age

group is omittedinterestinglyenough age profile might reveal countgpecific impact

%6 This variable includes @ome from rental of a property or land, interest, dividends and profit from
capital investments, regular inteousehold cash transfer received, family and children related
allowances, housing allowances, and other benefits related to social exclusioriunatély, not all
countries stated net income variables values in theSEQ survey. ThereforeNON_EARNED_INC
represent gross annual values in Euro.
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on the probability of working in the probit modéh. the Czech Republic the probability

of being employed seems to be related to age: While the percentage of working women
sharply decreases betwedhe age of 24 and 29 from about 80% to 50%, it relatively
steadily increases with higher age up to more than 95% for those over 45Igears.
Hungary, where the share of working young women is among the lowest in the CEE
countries, we get a similar pictur&he share of working women around 30 hardly
reaches 50% but increases with age to about 90% for women over 45 Hears.
situation in Poland is quite opposite: while the drop in the share of working young
women is quite moderate, it suddenly falls fongl aged 50 and mote. Slovakia, the

share of working women slightly increases with age without sizeable dmbsnly

moderately decreaséwx the oldest group.

The sample characteristics are summarize@iable 21. The variables included in the
female participation equation determine the outcome of the female wage equation as
well as the selection effect. Given the different relationship between age and
employment probability across the CEE countries, a speciatiattewill be deroted to

the impact of includingage and other variablesn the participation equatioon the

decomposition resulis Annex 2

2.5 Decompositionresults

The actual observed gender wage gap, expressed as the difference between male and
female mean hourly logvage (the expression on the latind side of equatiort)), is
the highest in the Czech Republic, where it amounts to 0.256 log points, followed by

Slovakia with 0.204 log points. In Hungary and Poland, the observed gender wage gap
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exhibits much lower values (0.093 and 0.089 log points, respectively). This figure

represents the observed wage gap between working men and women.

The Oaxacdlinder decompositiompoints to a negative selection effects in the Czech
Republic and Hungary (sdeigure 2.1). It amounts to mer8.002 log points in the
Czech Republic, i.e. the selection effect represén®% of the observed gender wage
gap in the Czech Republic, while representing as muef.@%9 log points, i.e20.9%,

in Hungary. This revda that the selecticnorrected gender wage gap would be higher
than the actual one, by 0.7% in the Czech Republic and 20.9% in Hungary, if currently

not working women had the same observed characteristics as those currently Working.

Figure 2.1 Observedyender wage gap decomposition
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Source: EUSILC UDB 200Bver si on 1 of March 2010. Aut hor 6s com

" For more details on selection effect in Hungseg also Annex 2.
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The opposite occurs in Poland and Slovakia, where the selection effect appears positive

with 0.019 log points (21.7%) in Poland and 0.011 log pdi®t3%) in Slovakia. This

means that in Poland and Slovakia the selection effect accounts for 21.7% and 5.3% of

the observed gender wage gap, respectively. Hence, the observed gender wage gap

exceeds the selectimorrected on&®

The results of the Heckmamegression model for women, as well as OLS model for
men, are reported ifiable A.1 inAnnex 1. The probit model for the female probability

of working influences the outcome of the second step in the Heckman model, and,
hence, the decomposition resultayely the size of selection and remuneration effects.
Annex 2 analyzs the impactof particular explanatory variables of the participation
equationson the resultsA special attention is paid tahe presence of childreim
households in Hungargnd age irPolandbecause these variables seenchiefly drive

the selection effects in these countridscording to Eurostat (2009), variables that are
crucial to identify selection into employment attee following educational level,

marital status, and the mence and age of childréh.

The results for the Czech Republic and Hungary shogegositive (i.e. positive
selection, meaning positive correlation between unobservables in the participation
equation and in the wage equation). Negalittl=TAfor women, ie. positive selection

effect, corresponding to a negative selection on unobservables, was detected in Slovakia
and Poland. Hence, the selecticmrrected gender wage gap would be lower than the

observed one. Olivetti and Petrongolo (2008) claim this caticpkarly be observed in

8 See also Annex 2 for more details selection effect in Poland.

9 Given the possibilities of the data applied, the list of explanatory variables in the participation equation
can be considered exhaustive. The completeness of explanatory variables can be confirmed in more or
less recent empirics that used the Heckmanein@elg., Hoffmann and Kassouf, 2005; Nicaise, 2001;
Ferber and Green, 1985). The dataset only provided one additional variable to the female participation
equations: the dummy for Prague/densely populated area. This variable might reflect differences in
employment opportunities given by disparities in economic performance. However, this variable proved
to be statistically significant at the 5% level only in Poland and have not brought any substantial changes
to the decomposition results in any country.
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countries with a small difference between male and female employment rates. Their
findings are supported by results reported for Slovakia, where the gender employment
gap within the sample is the lowest among the surveyed cosir{sezTable 22).
However, the same explanation does not fully apply to Polavitere the gender
employment gap is rather high (although still lower than in the Czech Republic and

Hungary).

If the average characteristics of working women and men weresdémee, the
endowment effectwould be zero. The decomposition results reveal a positive
endowment effect both in the Czech Republic (0.025 log points) and Slovakia (0.009
log pointg. This indicates that the difference in characteristics of working men and

women account for 10.0% of the Czech and 4.2% of the Slovak observed gender wage

30

gap.

In Hungary and Poland, thendowment effecshows a negative value0(046 and
-0.053 log points, which is49.4% and-59.2% of the observed gender wage gap,
respectively). This means that working women have even better characteristics than

working men.

Table 23 provides a more detailed description of the endowment effect. Thédnaliv
characteristics contribute negatively to the endowment effect, which means that
working women have better individual characteristics in all countries. It is the job
characteristics that form the positive endowment effect both in the Czech Republic an

Slovakia. This suggests that, compared to women, working men have generally better

% These results indicate a higher positive endowment effect than the earlier attempt to decompose the
observed gender wage gap in the Czech Republic in
zero, and even slightly negative, endowment effect. present study includes more explanatory

variables into the wage equation (size of the company and supervisory position) which can be considered

to be the main source of the difference.
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work conditions, e.g. more often work in large companies, more often profit from an

unlimited job contract and occupy supervisory positions in their jobs.

To the contrary,the negative endowment effect in Hungary is almost entirely
determined by individual characteristics, whereas job characteristics have barely any
impact at all. With a negative endowment effect, Hungarian working women have on
average better individual ahacteristics. On the other hand, their job characteristics are
comparable to those of working Hungarian mbn.Poland, both individual and job
characteristics contribute negatively to the total endowment effect. Individual
characteristics form two thirdsf the endowment effect, while job characteristics are

only responsible for one third.

Table 23 Endowment effect and individual and job characteristics contribution

Cz HU PL SK
Observed GWG (%) 22.6 8.9 8.6 18.4
Observed GWG (log points) 0.256 0.093 0.089 0.204
Endowment effect (log points) 0.025 -0.046 -0.053 0.009
Individual characteristics (log points -0.001 -0.046 -0.035 -0.013
Job characteristics (log points) 0.026 0.000 -0.018 0.022
Endowment effect (% of observed
GWG) 10.0 -49.4 -59.2 4.2
of which (as % of endowment effect
Individual characteristics (%) -2.0 100.8 66.5 -156.4
Job characteristics (%) 102.0 -0.8 33.5 256.4
Total endowment effect (%) 100.0 100.0 100.0 100.0

Source: EUSILC UDB 2008ver si on 1 of Maamputatios0 1 0. Aut hor 6s

Notes: Individual characteristics includeDUC_YEARS, YEARS WORKd YEARS WORK2Job
characteristics include all other variables listed in Tabl&, Ancluding PRAGUE for CZ and
DENSE_ARE/Aor other countries.

Figure 21 indicates that theemuneration effect is very high in all surveyed countries.
Theoretically, if the comparable male and female characteristics were remunerated in
the same way, the remuneration effect would be zero. Although working women have
even better individual (andolp) characteristics than working men in Hungary and

Pol and, mends average wages are stildl hi
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remuneration effect amounts to more than 100% of the observed gender wage gap and
that the discrimination and/or other chamaistics not covered by the observed

variables play a significant role in determining male and female wages.

The remaining unexplained part of the gender wage (gapthe remuneration or
discrimination effect) ioftenreferred to agithe adjusted geter wage gap The study
published byEurofound (2010) maps the existing empirical attempts to estimate the
national adjustedvage gapsThe provided overview suggedtsat the adjusted gender
wage gapn the Czech Republic is one of the highesEurope.However, the existing
studies differ substantially iestimationmethods, data source, and varishleed,some

of themeveninclude selectiorcorrected estimates while others do ndamparative
consistently adjusted figure®vering both Eastern and Wesh European countriese

generally noavailable.

Recentcomparativestudy by Eurostat (2009) estimated the adjusted gender wage gaps
albeit only foreleven Western European countries onty.Portugal and Italy, he
adjusted wage gap proved to be gabgally higher than the observed omsa(ilarly to

the aforementioned cases of Hungary and P9lavidle it was lower in most other

countries.

With a caution, we can suppose that discrimination contributes partly to the
remuneration effect and that theage is to a certain extent determined by gender. The
reasons for discrimination might be, for example, greater female responsibilities for
family and children, employersod6 expectatio
family 1 n neairower wiltingness to ovedimes icainpared to men, or
perhaps just empl oyersdé presumptions that

men.
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2.6 Conclusion

The aim of thisessayis to quantify the basic structure of the gender wage gaps in
CentralEast Europe, an essential progress to integratimgyCEE countriesnto the
discussion of gender issues in the Eurogaourmarket. The highest observed gender
wage gap among the surveyed countries is in the Czech Republic, followed by Slovakia.
The valuesn these two countries substantially exceed the observed gender wage gap in
Hungary and Poland. It can therefore be deduced that no uniform pattern exings in

CEE countrieswhich proved true even after a more detailed analysis.

This study attempted totest three basic hypotheses. Firstly, thgothesisthat the
selectioncorrected gender wage gap will be higher than the actually observed one in all
four countries, with a possible exception for Slovakia. This assumption was confirmed
for Hungary and tb Czech Republic. In accordance with the assumption, Slovakia
proved to be the exception, as the selection effect proved to be relatively small but
positive, due to comparable male and female employment rates in this country. An
inflow of the inactive intoemployment thus would not change the observed gender
wage gap in any significant way. However, the initial assumption was not confirmed for
Poland, where a positive selection effect was detected with a result similar, for example,

to the one found by Beblet al. (2003) for Germany in 1998.

Secondly, the hypothesis presupposing a relatively low impact of the endowment effect
on the observed gendbased wage differences has been proved for all surveyed
countries. This shows that gender wage gaps do ngilysirasult from systematically
better individual and job characteristics for men. To be more specific, the endowment
effect is positive and relatively low in the Czech Republic and Slovakia. In both these

countries the positive endowment effect is predamily determined by the job
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characteristics. Thus, working men, compared to working women, have generally

Abettero jobs.

In Hungary and Poland, the endowment effect was even negative. Contrary to the Czech
Republic and Slovakia, the endowment effect imblary was almost entirely formed by
individual characteristics. The endowment effect being negative, individual
characteristics of working women are on average better than those of working men,
while their job characteristics are comparable. In Polanavighehl characteristics form

two thirds of the negative endowment effect, while job characteristics only one third. It
is therefore apparent that the main genaéated problem of thabourmarket does not

lie in inferior qualification or productivity ofvorking women.

Finally, the remuneration effect dominates among the explanatory factors of the
observed wage gaps in all investigated countries. On average, in Hungary and Poland
working women have better observed characteristics than working men, yet the
observed mean wages remain higher for men than for women. If remuneration was
based purely on observed characteristics, women should expect to have higher wages
than men. It is therefore obvious that an enormous part of the observed gender wage gap
Is catsed by remuneration effect. Interpreting this result as an evidence of a high degree
of genderbased wage discrimination would be obviously oversimplified, as other, so far

unexplained, factors could contribute to a high share of the remuneration effect.

During the relatively short history of markeééetermined wages in theEE countries,
gender wage difference has been substantially diminishing in Poland and Hungary,
while remaining the same or even slightly deteriorating in the Czech Republic and
Slovakia.However, the expectations formed based on Western European empirics were
mostly confirmed. Although in thenalyzd countries the endowment effect seems to be

comparably smaller than the onemmonly foundn Western Europen countries€.g.
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by Beblo et § 2003; Albrecht et al, 2004}he structure of gender wage gaps in these

two regions have not revealed any substantial systematic differences.
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Annex 1

Table A.1 OLS andHeckman Model

HU PL SK
Male Female Male Female  Male Female Male Female
oLS Heckman OLS Heckman OLS Heckman OLS Heckman
WAGE EQUATION:
EDUC_YEARS 0.042*** 0.044*** 0.087*** 0.077*** 0.040*** 0.048*** 0.047*** 0.030***
(0.005) (0.004) (0.008) (0.008) (0.005) (0.009 (0.005) (0.004)
YEARS_WORK 0.026*** 0.012*** 0.029*** 0.011*** 0.026*** 0.018*** 0.016*** 0.005**
(0.002) (0.002) (0.003) (0.003) (0.003) (0.003 (0.003) (0.002)
YEARS_WORKZ -0.001*** -0.000*** -0.001*** -0.000 -0.001***  -0.000** -0.000*** -0.000**
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000Q (0.000) (0.000)
SIZE_10 -0.230%*  -0.122%* -0.275** -0.236** -0.112** -0.035* -0.190**  -0.144**
(0.019) (0.015) (0.023) (0.022) (0.019) (0.020 (0.021) (0.018)
SIZE 11_49 -0.104**  -0.065*** -0.143*** -0.128** -0.166** -0.045** -0.098*** -0.074***
(0.012) (0.012) (0.020) (0.018) (0.022) (0.02) (0.019) (0.017)
CONTRACT -0.006 0.076*** 0.091**  0.067**  0.142*** (0.115*** 0.083*** (0.057**
(0.026) (0.018) (0.038) (0.031) (0.022) (0.022 (0.025) (0.023)
SUPERVISOR  0.136*** 0.156*** 0.136*** 0.097*** 0.144*** 0.049**  0.172*** (0.164***
(0.017) (0.018) (0.029) (0.024) (0.025) (0.025 (0.025) (0.020)
PRAGUE 0.138***  0.174*** - - - - - -
(0.025) (0.019)
DENSE_AREA - - 0.071***  0.117***  0.094*** 0.064*** 0.086*** 0.105***
(0.021) (0.017) (0.017) (0.016 (0.016) (0.014)
ISCO0 0.477%** - 0.515%** - 0.573%** - - -
(0.051) (0.064) (0.063)
ISCO1 0.440***  0.503*** 0.478** 0.367*** 0.482*** (0.512** (0.318*** (0.436***
(0.050) (0.043) (0.069) (0.062) (0.059) (0.060Q (0.049) (0.046)
ISCO2 0.381***  (0.484** 0.368** 0.376*** 0.506*** 0.497*** (0.212*** (0.360***
(0.040) (0.028) (0.066) (0.042) (0.048) (0.039 (0.042) (0.027)
ISCO3 0.299***  (0.382***  (0.331*** (0.333** (0.324*** (0.279*** (0.259*** (.315***
(0.033) (0.019) (0.055) (0.031) (0.038) (0.032 (0.032) (0.023)
ISCO4 0.205***  0.342*** 0.225*** 0.287** 0.156*** 0.206*** 0.108**  0.253***
(0.039) (0.021) (0.054) (0.035) (0.039) (0.033 (0.042) (0.024)
ISCO5 0.155***  0.095*** 0.119**  0.088*** 0.064* -0.056**  0.077**  0.050**
(0.035) (0.021) (0.049) (0.029) (0.035) (0.029 (0.034) (0.025)
ISCO6 -0.042 0.092**  0.050 0.021 0.070 0.198 -0.022 0.232**
(0.050) (0.040) (0.062) (0.061) (0.068) (0.153 (0.076) (0.103)
ISCO7 0.170***  0.133*** 0.165*** 0.029 0.217***  -0.004 0.176***  0.056*
(0.029) (0.023) (0.042) (0.036) (0.028) (0.043 (0.028) (0.030)
ISCO8 0.136***  0.137*** 0.183** 0.109*** 0.201*** 0.159*** (0.183*** (0.117***
(0.030) (0.027) (0.044) (0.033) (0.032) (0.039 (0.029) (0.031)
CONSTANT 0.543***  (0.231*** -0.483** -0.410** 0.171** -0.040 0.247***  0.315***
(0.0712) (0.061) (0.112) (0.163) (0.076) (0.089 (0.082) (0.065)
R2 0.354 0.419 0.317 0.282
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Table A1 OLS andHeckman Model (cont.)

Cz HU PL SK
Male Female Male Female Male Female Male Female
PARTICIPATION EQUATION:
NON_EARN_INC -0.000*** -0.000 -0.000*** -0.000***
(0.000) (0.000) (0.000) (0.000)
PARTN_W -0.544%** -0.089 -0.210%** -0.086**
(0.061) (0.059) (0.029) (0.037)
PARTN_NOTW -0.710%** -0.441%** -0.278%* -0.451%**
(0.112) (0.073) (0.048) (0.064)
CHILDO_2 -2.609*** -2.342%* -0.994*** -1.286***
(0.092) (0.134) (0.050) (0.080)
CHILD3_5 -1.352%* -0.752%* -0.506*** -0.353***
(0.074) (0.076) (0.043) (0.068)
CHILD6_15 -0.173*** -0.379*** -0.225%** 0.012
(0.041) (0.066) (0.030) (0.036)
EDUC_YEARS 0.061*** 0.142*** 0.161*** 0.172%**
(0.011) (0.011) (0.005) (0.008)
AGE_30 -0.490*** -0.596*** 0.386*** -0.008
(0.070) (0.065) (0.040) (0.046)
AGE_31_45 -0.047%* -0.160** 0.526*** 0.294**=
(0.060) (0.065) (0.034) (0.034)
CONSTANT 1.612 -0.188 -1.456*** -0.832+**
(0.168) (0.174) (0.083) (0.112)
Rho 0.044 0.236 -0.118 -0.223
(0.063) (0.367) (0.096) (0.065)
Sigma 0.288 0.337 0.429 0.287
(0.005) (0.012) (0.009) (0.006)
Theta 0.013 0.080 -0.051 -0.064
(0.018) (0.126) (0.041) (0.019)
N of observations 4070 4569 2751 3598 4308 5796 2693 2981
Censored obs. 912 1012 1698 329
Uncensored obs. 3657 2586 4098 2652
Wald chi2(16) 2412.00 1122.57 1954.10 1572.63
Prob.>chi2 0 0 0 0
Source: EUSILC UDB 2008Bver si on 1 of March 2010. Authords com

Notes: Variable YEARS W (and its square) is unavailable in Hungary. A proxy variable computed as
fag@i EDUC_YOoO (and its square) used instead. * sig
the 5%level, *** significance at the 1% level. Standard errors in parentheses.
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Annex 2

The results ofHeckman model andhainly the choice of variables in the (firstep)
participation equation applied only for women here influenceGW#G decomposition
results in two ways. Firstselection effect is directly affected blye results ofemale
participation equatiomseeexpressiorﬁpﬁ in the third term on the rigktand side of
equation (4)). Second, the coefficients estimates in teeo(sstep) female wage
equation(ﬁF ) enter the remuneration effect (see the second term on théhagtitside

of equation (4)).

However, the endowment effect remainschangedegardlesof the results of female

Heckman modebecauseonly male coefficient{4") and mean values of male and

female explanatory variables in the wage equapd — X¥') appear in the endowment

effect(see the first term on the righeind side of equation (4)).

This annexlooks at the effect of female partigation equation on theGWG
decomposition resultd-or the sake otomparability of the results acrosise CEE
countries, the same mod®sdoriginally beenapplied for all four countries although, in
few cases, some of the explanatory variables in theicgzation equation proved

statistically insignificant (see Table Al in Annex 1 this part | aim to test the

robustness of the participation model in terms of its impact on GWG decomposition

results and also hope to reveal some cousygcific issues

The explanatory variables in the participation equation listed in Chapter 2.4 were

excluded one by one and the impact on the GWG decompositionsreaslobserved

The participation model appears to be highly robust in the Czech Republic and

Slovakia.In the Czech Republic, the exclusion of children dummies is responsible only
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for a 0.8percentageoint increase of the remuneration effect and a corresponding
0.8-percentaggoint decrease of the negative selection effé@8-percentageoint
increase in absolute value) while exclusion of the other variables ahuae

0.2-percentaggoint change at maximum.

Similarly, in Slovakia, the exclusion of children dummies brings about the biggest
changei an increase by 1.8 percentage points of the remuneration effeanagglal
decrease of the selection effect; exclusion of other variables caused a negligitile effe

of up to 0.5 percentage points.

Considerably different resuttas beenrevealed afterexcluding children dummies in
Hungary a 23.2percentaggoint decrease of the remuneration effect and the same
increase of the selection effedue to sich a sizealasl change the selection effect
switchesinto small but positive valuggompare columns 1 and 2 in Figure A.This
means that the selection effeebuld account forpositive2.2% of the observed gender
wage gapfter excluling children dummiesnd, hence,the observed gender wage gap

would slightly exceedhe selectiorcorrected one, similarlgs inPoland and Slovakia.

It seems that the participation model for Hungary is not robust and the joint impact of
all thethree children dummieis to a large extdmresponsible fothe negative selection
effect in the original model. The variable of presence of children does not have any
proxy variable gailable in the applied dataseherefore,any attempt to increasthe
robustness of the model cannot lw®nducted Figure A.1 shows the GWG
decomposition results for the original modfey the model without all three children

dummies andor modelswithout each of the three children dummies successively.

It is obvious thainclusionof dummies forchildrenaged 02 and 35 only contributes

to alower (thoughhigherin absolute values) selection eff§compare columns &d 4
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versus 1 in Figure A.1while inclusionof the dummy for childremged6i 15 increases
(decreases in absolute values) the selectitatefcompare column 3 versus 1 in Figure
A.1). Therefore, the joint effect of the @m@nce of children aged B in a household is

responsible for the negative selection effadhe original modein Hungary.

Figure A.1 Observed GWG decompositiofhe effect of children in Hungary

200
180
160

=
o
o
Lo

% 40

originalmodel  withoutall 3 without without child3_5 without child0_2
children childé_15 dummy dummy
dummies dummy

B endowment effect Dremuneration effect B selection effect

Source: EUSILC UDB 200Bver si on 1 of March 2010. Aut hor6és com

In Poland, excluding children dummies causednly a slight 4.3percentaggoint
decrease of the remuneration effect angbrresponding increase bkt selection effect.
However, exclding the two age dummies revealed more sizeable change: a
17.3percentaggoint increase of the remuneration effect and the sdrop of the
selection effectThe dummy variable for women aged 31 to 45 is entirely resiplens

for this change (see Figure A.2).
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Figure A.2 Observed GWG decompositionhhe effect ofagein Poland
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Source: EUSILC UDB 200Bver si on 1 of March 2010. Aut hor 6s

It has to be concluded thet Hungary and Polantémale participation models are not
robust. The dummy variables for the presence of children ag@dad 35 are
responsible for the negative selection effect in the original model in HurigdPypland,
it is the dummy for age 385 that substantially cributes tothe relatively high

positive selection effect presented in the original model.

This annex aims to provide alternative resuliswever, the original results would
suffer if thesevariableswere excludedThe children and age dummies are highly
significant in Hungary and Poland and, tHere, have beeincluded in the original
model. Moreover,n Poland the participatioage functiondiffers from thosein the
other CEE countries and should be taken into accdordddition this essaymainly
focuses on the endowmesiifects that remain unchanged regardless the exact form of

the female participation model.
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3. Earnings Inequality within Couples

3.1 Introduction

The withincouple earnings distribution can be of great importance, especially in
transition countries. The transition from commusistle compulsory employment (i.e.
the polcy of almost full employment of both men and women) to a diversified labour
market with growing earnings inequality may considerably change the shithisehold

income structure and welleing of spouses.

Since this field has not been examined sufficiemtiythe Czech Republic, we know
little about withinrhousehold gender issues during and after the process of transition.
Therefore, I try to fill this empirical gap by producing a detailed description of earnings
differentials in couples (both de jure anel fdcto and with and without children). | will
focus on four CentraEast European countries (Czech Republic, Hungary, Poland, and
Slovakia) in comparison with Austria and Germany, the neighbouring representatives of

Western European countries.

The issueof within-couple earnings inequality, especially in international comparisons,
is widely influenced by many mutually interconnected aspects, such as female labour
supply, total gender wage gap in a country, female human capital, and family relations

and dvision of roles within couples.

Next chapter comments on the empirical background in the Czech Republic regarding
this topic and on the results we might expect. In general, the higher the female
employment rate, the higher the share of couples with bertimgrs employed and the

lower the overall withircouple inequality. Also, a natiewmide low level of gender

Earnings Inequality within Couples
80



wage gap usually implies low earnings inequality within individual couples. Education
has a direct positive impact on wages as well as on femabaiianarket participation
(e.g, Rubery et al., 2001). Family circumstances, mainly the presence of children and

attitudes to childcare, also strongly influence female labour supply.

Chapter 3.3 characiees the data source applied in this analysis quality and
limitations, and describes the method of measuring wittoople inequality. It also
comments on characteristic features of the sample couples, as they play a very

important role in international comparison of withdouple earnings inequality.

The factual analysis starts in Chapter 3.4. First | look at features which seem to play the
most crucial role in relative earnings within a couple, e.g. relative education and age of
the partners and presence of children. Since the within couple inedgisaliiyectly
affected by the employment of both partners, Chapter 3.5 focuses oweadoat

couples only.

The most common earnings distribution within couples is the traditional one, i.e. the
man earns more than the woman. However, women whose earnicggsdethose of
their partners are gradually gaining their place in the soceety Drago et al., 2005)

and are addressed in Chapter 3.6.

In order to judge the position of cohabiting women from a different perspective, the last
analytical chapter developgke preceding investigation and examines the gender wage
gap separately for cohabiting and single individuals. Among other factors, the-within
couple earnings inequality is influenced by characteristics of both the couples and the
individual partners. Howeer, women with their family (and children) responsibilities
might be disadvantaged in terms of wages and potentially discriminated by their

employers due to possible lower working effort and the like.
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Apart from this, a woman living in a couple alsoderto make different choices in
terms of career, type of job etc. than a single woman. Therefore, Chapter 3.7 also
examines the wage gap between single and cohabiting women. It reveals the extent to
which the wage gap between single and cohabiting womeawuised by the difference

in observed individual human capital and job related characteristics.

The final chapter summaes the findings and highlights the similarities and
dissimilarities between the Czech Republic and the group of Cdfdstl European

countries as well as the two Western countries.

3.2 General remarks

There exist a wide evidence and consensus that employment patterns, especially female,
underwent significant changes during the last decades. Partnership (family) relations
have beenchanging too, especially in developed countries. Households of single
parents and singlpersonshave beergaining importance and the traditional family,
married couple with children, has becoless frequentdg.g. Martin and Kats, 2003).

We have witnessed mismatch between the changing wittiamily labour supply in
favour of women and the traditional division of roles within the faniilyis may erod

the traditional family model and reflect in demographic developntésite economics

of household can dele&r some answers of potential social and economic relevance such
as how different are relative earnings in households with and without children, or what
are the differences between witthousehold employment patterns in the examined

countries.

Earnings inquality within couples has been recently widalyalyzd in the context of

economic theory of unitary model of household behaviour and income pooling in
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households. Many recent studigsverejected the assumption of income pooling since
income distributio within a household influences, for instance, decisi@king,
expenditures on consumption, and/or the satisfaction of individual household members
(see, e.g.Bonke and Browning, 2003; Bonke, 2006; Ermisch and Pronzato, 2008;
Thomas, 1990; Heimdal and Heseknecht, 2003; Browning et al., 1994; Lundberg et
al., 1996; Phipps and Burton, 1998; Tiefenthaler, 1999). Therefore, unequal access to
financial resources within couples could have a significant impact on the living standard

and weltbeing of both parters.

Earnings inequality within couples is com
tot al C 0 U p bee, @.g.Wiekéer et al. n2605). The empirics showed that the

highest andhe lowest withincouple inequality may be found in Southern Europe and
Scandinavia, respectively. Bonke (2006) shows that in most South European countries
women participationn the total personal income in the household amounts to &ti$6

even lessin Portugal The opposite extreme is in Den
account for around 40% of total household income. Figari et al. (2011) explored the
effects of tax and benefit systems on differences in income and on incentives to earn
income among men and womaethin couples in nine old EU member states. They

found out thathat on the scale of female contribution poe-tax and benefit income

Greeceaanks lowests opposed t&inlandwhich occupies the highest ranks

One of the main focus areas thfis essay will be a comparison betwetre four
CentratEast European (CEE) countriggenerally missing in the recent European
empirics and the two Western countriescupying rather a mid part of European
within-coupleinequality scale. The current disgpancy in within-couple earnings
inequalities in CEE and Western countries migig due to recent experience of

communism.
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The fAfull employmentp o | iuedgrdhe communist regime caused that in the 1990s
female employment rate in CEE was much higher tth@none in Western European
countries. While ever since then female employment rate had been steadily rising in the
West, the same cannot be said alibetCEE countries, where female employment had
been declining in some cases. At the end of the 20d@stern countriesaw the
highest employment rate of women aged 25 to 55 §@%), followed by the Czech
Republic (around oslightly under75%). The other CEE countries exhibited lower

values (around 6772%)3*

Although female employment rate in the CzeckpRblicis similar to one inWestern
countries there is one significant differendethe gender employment gap. While this

gap had been rapidly and evenly decreasing in the two Western countries from about 25
percentage poinis the early 1990s tooughly 10 percentage poinia the late 2010s, it

had been steadilgrowing during the whole transition period in the Czech Republic,
until it reached theurrentl7 percentage point®lthoughin the early 1990s the gaps in
other CEE countries were comphle to the relatively low values in th&zech

Republic, they eventuallfurther declined toesembe thosein the Western countries.

To sum it up, whilghe relatively higifemale employment rate puts the Czech Republic
amongWestern countries, in termsf gender employment gap the Czech Republic
differs from the rest of the observed countries. The female share on the total couple
earnings is therefore expected to be lower and, as a consequence, theaufhe

earnings inequality to be higher in theg€h Republic than ithe other CEE countries.

Given the gender differences in employment, earnings inequality ireduaér couples
might reveal a more reliable picture. Drago et al. (2005) claim that todayare less

likely the only breadvinners andhat dualearner married coupldsave becomenore

L OECD data stemming from Labour Force Survey.
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frequent(which has been confirmed also for tHeS). In many dualearner couples the
woman still holds the position of secondary earner although the share of women who
contri bute equalutdggt ort ewen putbearn thea partheesshas bbeen
increasing ¢ee, e.g.Raley at al., 2006, for U.S. evidence). Winkler et al. (2005) show
that in 2324 % of cases women irdualearner married couples outeadnthreir
husbandin 1999 in the U.SAccording tothem, this pattern usually appliesdiildless
couples and couplesith higher relative education of tiveoman.Surprisingly enough,

this phenomenon was not linked to younger cohorts.

As opposed to the rich evidence from the U.S., we have only little knowledge about the
earnings inequality within duadarner couples ithe CEE countries. The empirics on
overall gender wage inequality recorded substantial differences among the observed
CEE countries (see also the second essay). Although the linkage between the overall
gender wage gap and earnings inequality within -@aaher couple is not
straightforward, we can expect the female share on-ehraler couple earnings in
Hungary and Polantb be higher than in the othanalyzd countries. Similarly we can
expect these two countri essr adi thhaovneal @ I[tiow
couples where women outearn their partners. Based on the U.S. eviden@éirikler

et al., 2005) wecan anticipate that earnings inequality within deafner couples as

well as the incidence of nemaditional couples are likely to be highly influenced by

female relative education and the absence of children.

Human capital of women has markedly incesh®ver the last decades. According to
Einarsd-ttir ( 2e@iénstudentshaseanore thanaibled o the last 20
years in the EUand in 1997 more women than men graduated in almost all EU
countries. The gender differences in educatiorreleted to subjects studied rather than

level of attainment nowadays (Rubery et al., 2001).
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Eurostat data offer several interesting figures related to tertiary education: All countries
analyzd in this essay saw rapid increase in the share of womenentithry education

during the 2000s and the gender tertiadpcation gajpad beersteadily narrowing. In

2010, the Czech Republic achieved an almost equal share of highly educated men and
women and the percentage of women with tertiary education everdexctat of men

in the other CEE countries (up to fercentage points Poland). On the contraryn

Austria and Germanthere are more men with tertiary education then women (3 and 5
percentage pointsespectively). Given the effect of education on fentabour market
participation and wage level, this further underlines our hypothesis of higher -within
couple earnings inequality in the Czech Republic (and Western countries) ttien in

other CEE countries.

Given that usually the number of hours workgdviomen is lower¢.g.Ei nar sd - t t i
2002), the final analysis wilbddressthe gender hourlwage gap separately for
individuals living in a couple and for singles. Many studies on gender wage gap look at

all employees (see for example Christofides at 2010) or married couples (e.g.
Nicodemo, 2009). My intention, however, is to look at all cohabiting individuals (not

only married couples). This comparison should reveal whether women get penalized for

living in partnership by higher gender wage inegyali

Certain proportion of gender wage gap is commonly attributed to gender differences in
individual and job characteristics. Often when family and children enter the picture,
which often leads to an interrupted working career, the characteristics diitiodna
women deteriorate. The difference in characteristics between cohabiting women and
cohabiting men might be substantially higher in comparison with their single
counterparts. This analysis aims to answer whether the gender wage gap for cohabiting

individuals and singles vary substantially even if we disregard gender differences in
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observed characteristics. Similarly, the differences in individual and job characteristics
can play a significant role in forming the wage gap between single and cohabiting
women. This analysis will show the extent to which the supposed wage gap between
single and cohabiting women can be attributed to different observable individual and

job characteristics of these two groups of women.

3.3 Survey data

This analyss is based o EU-SILC 2009 datawhich contains annual gross earnings

from employment and sedmployment for previous calendar year, i.e. 2008e

relative earnings within coupldsave beermmeasured as a femakehar e of wo me |
earnings on the total earnings of tleuple (both from employment and self
employment)ln other wordsif the female earnings are A and the male earnings are B,

then the relative earnings equal A / (A + B). Therefore, if a woman and a man
contribute equally t o shhreof cooplepareangswillbe dget

50%.

For the purposes of t hi s esegafprplrposeaisi der
defining a sample of duadarner couplggo be individuals who had been economically

active for at leasta half of the previous atendar year Alternatively, some other
empirics define a HAwor ki mositive andualveardingaa | 0 a ¢
However, the earnings of an individual working one month would be hardly comparable

to earnings of another one working the whole ygamy opinion,by concentrating on

t h prevdiling economic activity r at her than simply theooki ng
intensity and stability of employmeig better captureénd amore accuraticture

about earnings inequality within a couseorovided
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Due to its wide coverage of income sources of all family members and its
harmorization on the European leveEU-SILC is the most suitable dataset for
comparative analysis of withicouple earnings inequalitypespite thisit has (as every
househdll survey) some limitationahich might be relevant for gender earnings issues.
Although annual earnings provided by BBILC should include main, secondary and all
supplementary income, it is probable that real earnings are -veplesented in the
survey.This is because the survey may fail to record income from informal economy
and secondary jobs which, despite taking place in formal economy, remain unaccounted

for.

Theunrecordedncidence of informal economgnd secondary jacould influencethe
genderbasedfindings of thisthesisin several waysFirst, informal labour is more
common for men than women (see Grabowski, 2003, for Pokamdl) thus the gender
disparity in annual earnings might reality be higher.At the same timereal female
employment andv o me mrantsbution to family budget can be undervaluadthe
survey also becausevomen often work as auxiliary workers in small family firms,

withoutreceivingofficial salary.

Secondthe size ofinformal economy seems tliffer amongthe CEE countrieswith
relatively higter levelsin Hungaryand Pahnd. According to rare comparative empirics

on informal economy inhe CEE countries, the informal econorhgd beerdecreasing

in all the four CEE countriesnalyzd hereas early asluring the 1990s (Wallace et al.,
2004 or Grabowski, 2003, for PolandHowever, the attempts to measure informal
economy provide only approximate data, have obvious drawbacks, and it is difficult to
evaluate the impact of the obtained data on the fggliof this thesisRegarding the
second jobsEU-SILC seems to record even higher incidence of second jobs than

Labour Force Survey (EWUFS), while naturally both cases are probably even
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undervalued?® Notwithstanding the uncleadnfluence of underreportedearnings from
informal labour and secondary joba the findings of this thesia possible bias should

be taken itp account.

The sample used in the analysis of witboupleearningsnequality consists of couples

living in the same household irrespeetiof the legal status of their partnership. |
excluded couples in which at least one member dsllacretirement pension and
couples who share their household with other adults. consi der oot her
those who are 25+ or individuals between h@ 24 who earn their own income or no
longer live with their parent©n the other hand, thoseder 16or between 16 and 24

who do not have their own earned income, live with parents, and are not in aaaiple
definad aepenident childrénIn other words, the sample includes households of two
adults living in a partnership in which the onpossibleother membersare their

dependent children. This is so, first, the male and female shares of earnings represent

o)

the total household earnings dan second, the other househ

in/activity or income cannot have any impacttbac o u pdeasirio work>?

| set an age limit on the couples so that all the adultbetngeen25 and54 years old,

l.e. they are irtheir prime earning age. | decided to exclude couples in which the male

or the female gross wearnings were negat.

earnings were nopositive since in these cases | canrgtarantee thathe relative

earningswithin the couple will rage betwee® and100%.

%2 Eurostat database fiing EU-LFS provides information on employment as well as employed persons
with a second job. EA$ILC provides information on hours worked in main job and hours worked in
second and other jobs. Compared to same figures from 2009, both databases sicalyptlagtsame
ranking of countries in terms of secondary jobs incident (from bottom to top: SK, HU, CZ, AT/DE, PL).
EU-SILC recorded higher values, ranging from 1.8% in Slovakia to 7.9% in Poland.

% The presence of grandparents in a household could &asignificant positive impact on the
employment rate of motherse(s, e.g., Martin and Kats, 2003
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The characteristics of the countries in the sample are presenftadla31. TheCzech
Republic has shown theghest share of women who worked the prevailing part of the
year (90%) as well as the share of deatner couples (88p4This is not surprising
since the employment rate of women aged 25 to 54 in 2008 was similar to the
investigatedWestern countries and higher than in the reshef CEE countrie¥' On

the other hand, the Czech Republic exhibits the lowest percentage@es in which
women are the sole earners (2%his ranking is led byoland and Hungarwith 9%

and 6% respectively Hungary is alsahe country wth the highest share of orearner

coupleq36%).

Table 31 Sample characteristics: Couples (%athl sample)

Cz HU PL SK AT DE
Woman worked (6+ months)* 89.6 67.4 74.4 81.6 72.4 73.5
Man worked (6+ months)* 97.9 91.8 88.4 97.2 95.5 93.7
Man only worked* 10.0 30.2 23.1 18.0 26.2 24.8
Woman only worked* 1.7 5.8 9.1 2.3 3.1 4.6
Both worked* 87.8 61.6 65.3 79.3 69.3 68.9
Neither worked* 0.4 2.4 2.5 0.5 1.4 1.7
Man has higher education 131 16.3 8.2 11.6 29.3 29.9
Same level of education 74.9 62.3 69.2 75.3 50.9 52.7
Woman has higher education 12.1 21.3 22.6 13.2 19.8 17.4
Older partner agednder 40 53.7 47.7 54.5 47.0 40.3 43.6
Older partner aged 40+ 46.3 52.3 455 53.0 59.7 56.4
With dependent children (24+) 81.4 81.0 80.3 85.6 73.1 66.8
Without dependent children (24+ 18.6 19.0 19.7 14.4 26.9 33.2
Married couple 83.4 82.7 86.8 96.6 79.1 82.0
Not married 16.6 17.3 13.2 3.4 20.9 18.0
N 2253 2208 3108 1232 1386 3074

Source: EUSILC UDB 2008 version 2 of August 201Aut hor 8 s eomput ati on
Notes: *Based on the prevailing economic activity, which was derived according to number of months
when the main activity of respondent was-fithe or paritime work.

Poland and Hungary have the largest share of coupthsan education gap in favour
of the woman (23% and 21%, respectively), while the share of such couples is

extremelylow in the CzechRepublicand Slovala (12% and 13%, respectivelyhn

% Figures fromOECD database based on Labour Force Survey
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Slovakia and in the Czech Republic, educational homogamy appears to be much higher
than in the other countries studied5% have the same level of education. Austria and
Germany have the largest share of couples in which theactsiaveda higher level of

educationcompared tahe woman (30%).

Thevery sample characteristicd the couples indicatéhatthe Czech Republidoes not
fully fall into neither of the twayroups ofanalyzd countriesCzech couples are unique
in relatively high female employment a high share ofoupleswhodo not rely on one
partner as a sole source of earned income, iana low share of couples with an

education gap in favour of the woman.

The analysis so far captures annual earnings and leaves the impact of hours worked (or

of parttime work) aside. Although the recent literatueeg(Winkler at al., 2005pften
includeannual earnings, it is also emplzad (e.g.Drago et al., 2005) that g#moothes

and hides earnings fluctuations. However, this analysis aims to captiua @arnings

i nequality instead ofwhithpiowhahourly earhitngsvauld A hy p o
provide. Unlessanalyang the persistence/fluctuations of withaouple earnings

inequality in one year, | consider the annual earnings an appropriat@sone of

earnings inequality experienced by coupfes.

Moreover, EUSILC providesinformation only on annual earnings of the previous
calendar year. Monthly or hourly earnings would have to be derived from monthly
economic activity and current hours workdtherefore, it would smooth the earnings
fluctuations anywayThis has an even more striking impact the earnings of self
employed whdhavealsobeenincluded in the sample and whose earnings and working

hours tend to be irregular. Hourly earnings aarly be deduced from thecurrent

% Using the EUSILC database, the persistence of witbiuple inequality could banalyzd onlyby
applying the longitudinal dataset which would cover more years. It is my next intended analysis in this
field of research.
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number of hours worked and monthly economic actjuiteir level might therefore be
extremely biased fahe selfemployed However, &cludingthe sel-employedfrom the
sample i.e. couples where at least one of the pastiad beerselfemployed for any
month during the income reference period,inappropriateas it would reducethe

sample and distort its structure.

Usual hours worked differ typically for men and women, thereforehave
supplemerdd the analysiswith the hourly wage gap between cohabiting men and
women in generalChapter3.7 explore onlyearnings of employees since, as mentioned
above, earnings of sedmployed may distort the analysis. The samghalyzd in
Chapter 3.7 no longer includes matched uges instead it looks atcohabiting
individuals. Thepreviousrestrictionson the couple sample ameo longer applied®
Furthermore, itlso includes sample of single individuals to compare the gender wage
gap for cohabitating and single individualfieTsample irChapter3.7 thus consists of a
subsample of all cohabitating adult persons and assuhple of adult singles, aged 25

to 54 irrespective of the presence of other household members.

Hourly wages are derived from current number of hours worked and monthly economic
activity over the whole calendar year. Individuals who changed job during the income
reference calendar year are excluded in order to avoid a situation where the current

hours worked and job characteristics are not related to the reported earnings.

% Couples living with other adults in the household, couples where at least one member collects a
retirement pensiorandcoupleswith total norpositive incomeare no longer excluded.

Earnings Inequality within Couples
92



3.4 Relative earnings within couples

Austria and Germanywith 29.3% followed by the Czech Republic (29.5%¢ad the
ranking of countries with the lowet#male shar®n couple earnings ancbnsequently
the highesteanings inequality within couplesWithin-couple earnings inequality is

lower in all the other CEE countriearound35% (seelable 32).

Note that according to European studies on similar topic (Bonke, 20§ Et al.,
2007) the Western countries included in this stady in no wayextreme.To get a
complete picture of the situation across Europe, see Fig@énAdnnex 3. Although
due to different data, definition of income, sample definitions and yeaumweys
applied we should be cautious about comparing my pictwith recent European

empirical findings the qualitative results are in concordance

Bonke (2006)usesdata from 19940 showt hat t he shar e indotal wo men
personal net incomenithe household was about 20% in most Southern European
countries the most extreme of which was Portudgar the opposite extremee need to
gotoDenmar k, where womenb6és income accounts
income. According to Figari et a{2007) women contributethe least to preax and

benefit income in Greece (19%) atie most in Finland (41%in thelate 1990s. Their

study alsdooked intoAustria and GermanyT he respective values 88% and 30%are

quitesimilar to those in thistudy.

Figure A3 in Annex3 shows a similar picturé with 27% in Greece and 28% in Italy
Southern Europeshows the highestwithin couple earnings inequality, while
Scandinavian countries are located atdppgosite tail with values ranging between 37%
and 40%. Among the countriemnalyzd in this study Austria and Germany together

with the Czech Republic are located rather at the bottom waite Poland, Hungary,
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and Slovakia are situated in the middle. Note that the withurple earnings inequality

in the Czech Republic is higher than in all other European transition countries.

The Czech Republic has the loweshare of couples where women outearn their
partners (15%) while women earn more than men in more than one quarter of couples in
Hungary and Pland. Winkler et al. (2005) show that this figure vieweenl9% and

21% (depending on the data source applied) in U.S. in ¥9P®ago et al. (2005)

showed snilar results for Australia in 20012002 with around 20%of female
breadwinner couple®.In Austalia female breadwinner couples tend to be oltian

the male oneswomenin such couplesre significantly more likely to have tertiary

education and they areless likely to be parentsT he characteristics
br eadwi nnerrd do rnoupteswilhbeanatyzd for duatearner couples in

Chapter3.6 in more detail.

Not surprisingly, relative earningsithin couplesare higher for the richesbmpared to
the pooest quintile in all countriesThe intuition is simple: the higher are couples
located at the earnings distribution the more probable they aresduradr couples and,

hence, the fenles contributd o0 t he coupl eds earnings mor e

Relative education is strongly related to witdzouple inequality in all countriesn
couples with education gap in favour of the womamadle sharen couple earnings is
by 8 to 19 percentage pointbigher compared to couples where men have higher

educationthan their significant other3.he excepion is Austria where this difference

3" Winkler et al. (2005) define standard and alternative categorization schemes of couple types. According

to the standard onetraadidcowmlad 0i § f c al Iwodmafn ohnas h
counterpartje.i f womanébés earnings are A and mands earnin
traditional couple is then defined by BOA or A/ (A
too. Alternative categorization avoids defining agleuas a noiraditional in situations when, e.g., the

woman earns only by one dollar more than her partner. It makes it by defining an additional middle

category of HfAegalitariand couples i f each of the g
% Drago et al. (2005) also use a kind of alternative categorization for defining three types of couples:
mal e breadwinner, femal e br elastomé includges couplesdvhefiegdhzo ut e

man and woman earned within 10% of each othbeyTreplicated their ressltalso with a 5% ceoff
with minimal effectson results
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makes only 4percentage pointand, moreover, the difference of means is statistically
insignificant. If women have higher education than their counterparts the wihiple
earnings distribution is getting far clogerequal in Slovakia (44%), Poland (42%), and
Hungary (41%) while it remains at 33% in the Czech Republi@ddition to higher
relative education of women, there are other factors wbactiribute to withircouple
earnngs equaking: higher age (with he exception of Germany), living without

children, and not being married.

Table 32 Relative earnings total couple sample

(female share in % of couple earnings)

Ccz HU PL SK AT DE

All couples 29.5 35.1 34.6 35.5 29.3 29.3
(22.9) (27.7) (27.9) (22.1) (24.1) (26.1)
Couples in which women ¢earn men (% of total couple sample)

14.9 27.3 26.2 16.3 15.3 18.9
Bottom quintile 19.4* 27.9* 25.9* 28.0* 26.7* 26.4*
(30.7) (37.5) (37.2) (34.8) (36.3) (35.3)
Top quintile 34.3 34.8 38.4 36.4 34.9 35.3
(19.0) (21.4) (21.0) (15.9) (16.8) (19.9)
Man has higher education 25.0* 29.8* 23.7* 314 27.2 21.8*
(23.1) (26.8) (24.8) (19.0) (23.2) (24.4)
Same level of education 29.8 34.5 32.8 34.7 29.6 30.9
(22.2) (27.2) (27.3) (22.2) (24.7) (25.4)
Womanhas higheeducation 32.9 40.5* 42.3* 44.1* 315 37.8*
(26.0) (28.8) (27.9) (22.0) (23.8) (27.5)
Older partner aged under 4 24.7* 28.4* 32.9* 30.9* 26.4* 31.0*
(21.8) (26.5) (25.6) (22.3) (25.2) (26.6)
Older partner aged 40+ 35.1 41.1 36.6 39.6 31.2 28.1
(22.8) (27.4) (30.3) (21.0) (23.2) (25.6)
With dependent children  27.2* 32.2* 32.5* 34.7* 25.5* 22.8*
(22.8) (27.2) (27.6) (22.5) (23.6) (24.3)
Without dependenthildren 39.6 47.4 43.0 40.4 39.5 42.4
(20.5) (26.3) (27.5) (18.6) (22.5) (24.6)
Married couple 29.5 34.8 33.9*% 35.4 27.7* 26.8*
(22.8) (27.8) (27.6) (21.7) (23.8) (25.7)
Not married 29.7 36.3 39.4 40.3 35.1 41.0
(23.1) (27.1) (28.9) (29.9) (24.5) (24.6)
N* 2253 2208 3108 1232 1386 3074

Source: EUSILC UDB 2009 version2 of August 2011Aut hor 6 s eomput ati on
Notes: Means, standard deviations in parenthesis. Coupleggosagsquintiles are calculated using the
modified OECD equivalence scale. *Difference of means significant at &éstjt For the level of

education the mean is compared to the mean when having the same level of edudatieighted.
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3.5 Earnings inequality in dual-earner couples

As both partners work in 88% of all couples in the Czech Repubéaelative earnings
of all couples andhe relative earnings of thdualearner subsampl#o not differ much
(1.7-percentaggoint growth). However, if we look abther countries, where the share
of dualearner coupless much lower, we see that this differensesubstantiallymore
profound, from 4.8percentage pointsn Germany to 9.percentage pointsn Hungary

(see Table8.2 and3.3).

In the Czech Republiché difference in relative earnings between the top and the
bottom quintileis ratherstrong. It is the only country where the female share of couple
earnings declineat the bottom quintile ibne and noneearner coupleare excluded

This exceptional fiding is driven by a combinatioof two facts: First,in all the
countries in around 5@ of all couples in the bottom quintilenen are the sole
breadwinners, while it is only roughly 20% the Czech RepublicExcluding these
couples wouldbring abouta sibstantial increase of relative earnings, an effect
prevailing in all other countries but not as strong in the Czech Repdilitd scond,

in the Czech Republic the share of women who outearn men decreases substantially
(from 14% to 10%j)n the bottom quintilaf one and noneearner coupleare excluded

(the same applies WWestern countries).

The relative duatouple earnings are even higher in the poorest couples than in the
richest couples in Hungafy.Hungarian womein the bottom quinte contribute to the
family budgetwith almost as much a$eir partners Moreover, 37% of these women
outearn their partners (compared to 10% in the Czechuliiiep However, note that

this might not mean the womed s s in thela@esus market The earings of both

%9 Note that earnings cutpoints between particular quintiles differ for the total couple sample and-the dual
earner sussample.
0 And also in Slovakia where, however, the difference is statistically insignificant.
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partners are likely to be crucial fahe family budgetin the poor coupleslt only

suggestshatearningf both partners are lowlthoughmen 6 s ar e “®ven | ower

Table 33 Relative earnings duatearner couples

(female share in % afouple earnings)

CZ HU PL SK AT DE

Dual-earner couples 31.2 44.8 40.8 40.9 355 34.1
(20.2) (16.2) (20.7) (14.5) (16.3) (19.4)
Couples in which women outearn men (% of deminer couple subample)

14.9 33.5 29.2 17.4 16.2 19.6
Bottom quintile 17.0* 48.0* 33.6* 42.3 32.5* 27.1*
(23.0) (16.6) (27.8) (21.3) (19.8) (22.5)
Top quintile 36.3 40.1 40.5 38.8 36.6 38.2
(17.9) (18.0) (18.9) (14.2) (15.4) (17.1)
Man has higher education  27.4* 37.0* 32.6* 36.0* 34.0 27.7*
(19.0) (15.0) (18.8) (14.6) (15.3) (18.6)
Same level of education 315 44.2 39.6 40.3 345 34.7
(19.7) (15.7) (20.3) (14.0) (16.3) (18.7)
Woman has higher edation  32.7 51.8* 46.5* 48.2* 40.2* 41.6*
(23.5) (15.6) (21.2) (14.5) (17.0) (19.6)
Older partner aged under 40 26.3* 43.3* 40.1 39.7* 345 37.1*
(21.1) (15.5) (19.3) (14.8) (17.6) (18.9)
Older partner aged 40+ 37.2 45.8 41.6 41.8 36.0 32.1
(17.3) (16.7) (22.4) (14.3) (15.6) (19.5)
With dependent children 28.7* 44.3 39.7* 40.5* 32.8* 28.6*
(20.5) (16.1) (20.9) (14.8) (16.3) (18.8)
Without dependent children 42.9 46.3 44.5 42.8 41.1 42.8
(13.2) (16.6) (20.0) (12.7) (14.9) (17.1)
Married couple 311 44.7 40.6 40.7 34.4* 32.1*
(20.1) (16.2) (20.8) (14.2) (16.0) (19.8)
Not married 314 45.4 44.4 45.9 39.3 42.5
(20.6) (16.2) (19.1) (21.6) (16.9) (15.4)
N* 2025 1343 1972 980 976 2127

Source: EUSILC UDB 2008 version 2 of August201Aut hor 6s eseomputati on
Notes: Means, standard deviations in parenthesis. Coupleggosagsquintiles are calculated using the
modified OECD equivalence scale. *Difference of means significant at &éstjt For the level of

education the mean is compared to the mean when having the same level of edudatieghted.

Even in dualearner coupleshere is a noticeable difference the average relative
earningsbased on which partner achievadigher level of education. Female share of

couple earnings is 5 to 15 percentage points higher in cowpthshigher relative

“! See Drago et al. (2005) for a discussion on reasons for becoming a female breadwinner family and
division into two types of female breadwinner coupleme driven by eznomic reasons and the second
one by an ideology of gender equity.
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educatio of female partner compared to couples where the ma&e higher education.
Higher education of women seems to have only a slight impatie Czech Republic
where the relative earnings remain at approximately 33%. The Czech Republis differ
markedly fron the other CEE countries where near earnings equality in couples prevails
if women have higher education, i.e. female share of total ge@ssingsis

approximately 50%.

Living without children in duakarner couples also brings the earnings considerably
close to gender equality, especially in the Czech Republieer factorssuch ashigher

age and not being marrieddo not seem to play a considerable rolde relative
earninggn Czech couples with children staadl 28.7%, a value comparable to Western

countries but strikingly lower than in the other CEE countries.

Presence of children seems to be the factor which deviates the Czech Republic from the
other CEE countries in terms of relatively high witltouple earnings inequality. Since

80% of all coples havechildren in all CEE countries (while this share is roughly 10
percentage point®wer in Western countries, s@eable 31) the high withincouple

earnings inequality might be driven by this factor in the Czech Republic.

This appeas to be apromising direction for future research. | can only formulate a
tentative hypothesis at this stage of reseafttis may be due tthe extremely long
parental leave in the Czech Republic whclan | a st up till t he
with guaranteed returrota job. Such a length is rather exceptional among European
countries, where the shortest parental leaveslalgtseveral months (for more details,

see, e.g.European Commission, 2005, 2009).

Nevertheless, long parental leave cannot deliver any exglandor different

within-couple earnings equality in the Czech Republic and Slovakia. These countries
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underwent the same history te former Czechoslovakjaherefore one would expect

them to sharetraditions and attitudeso family role. Moreover,the systems of
maternity/parental leave have experienced only minor changes from the separation in
1993 in both countrie€ However, there is one difference between the Czech Republic

and Slovakia which might play a significant role in female labour mar&eicipation

and withincoupleearningsnequalityi the use of childcare service&hile, according

to KuchaSov§g§ et al. ( 2 wedérthree yearef ageatBededo f Cz e
childcare institutions in 2004, this share was nearly 18% inaRlavin 2003. Higher

availability and use of childcare services allows women to return back to work earlier

which has a positive effect on sustaining their skills, work careeeardngs

The exceptional results for the Czech Republic might not have den only by
institutional settings such as maternity/parental legu@)availability of childcare
services or flexible work arrangements. Other influential factors might be traditions,
perceptions of family roles and attitudes to childcare. It sebat€dzech women do not
Ahurryo b a(dwevdr,ohe guestibth of what is a cause and what is a
consequencés yet to be solved According to RILSA (2006)pnly rarely didCzech
women with one or more children return back to work before the end edéybar
parental leave. Based on a research conducted in 2005, only 17% of mothers with one
child returned to work beforeegh ¢ hi | d Es , 18koreturded htithe tinte dhaily
child turned three37% returned later and 28% stayed at home or becammeplmeed.
About 70% of mothers with more childr&rent continuously from one parental leave to

another. hterruptng work careerfor such a long timehas a negative impact on

“2The Czech Republic underwent a change in parental leave system in 2008, however, it concerned only
an introduction of three possible lengths of drawing the parental benefit, the¢hrepiaranteed return
to the same job remained.
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w 0 me huinan capital, skills, andonsequentlyon their employabilityandearnngs

Needless to say that consequencesvitrin-couple earnings inequaligre harsh

Based on the results connected with the characteristics of the full couple s@atpée (

3.2) and duakarner couples sukample Table 33), | can outline some general
conclusions: (i)in terms of within-couple earnings inequality the Czech Republic
resemblesWestern countries rather than the CEE; (ii) in accordance with
expectations the womendés share of coupl ebd
than in the dter CEE countries; (iii) the factors that are associated the most with lower
within-coupleearningsinequality arehigher relative education of a woman in a couple
and the absence of children (with an extremely strong effect in the Czech Republic and
Westen countries); and (iv) the Czech Republic shows some exceptional features even
compared to Western countries concerning (a) only a moderate increase of relative
earnings when only dusarner couples are considered, (b) extremely high within
couple earnigs inequality among the poorest quintile, (¢) remarkably lower impact of

higher female education than in other countries.

3.6 Women who outearn men

The share of duakarner couples where women outearn their counterpatte Czech
Republic ad Slovakiais similar to those in Western countries (Jeble 33) although
this figure is still the lowesin the Czech Republic (15%)he situation is quite
different inHungary and Polangvhere one third of women outearn their partnéns
order to reveal furthredis/similarities betwen the Czech Republic and the otR&E or
Western countriethis chapter will thoroughly look at theseuples, oftemeferredto as

Ainagmaditi onal o0, and their characteristics.
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In Table 3.4, factors that are likely to be ass@&datith couples where women outearn

their counterpart§ i n ot her terms f emal e -traditiomal d wi n n e
coupleso) are examined and their values a
couples (or theceopk asdit@gm obBdrvedsape adcdrdanta |

with those revealed bthe U.S. study by Winkler et al. (2005)he share of couples

with the education gap going in favour of women is higher for-tnaditional than

traditional couples, a smaller percentagke nontradtional coupleshas dependent
childrenand younger couples are no more likely to be-traditional than older ones

(with the exception of Germany).

Concerning the couples6é total earnings di
countries differ from he rest of theCEE countries in the sense that roaditional

couples are more likely to be concentrated at the richestilgsi compared with
traditional couplesin the Czech Republi@8.8% of nortraditional couples belong to

the top quintilecompaed toonly 18.4% of traditional couplesvhile in Slovakia to

choose one representative of the other graumpy 18.2% of traditional coupldall into

the bottom quintile compared 28.2% of nortraditional couple.

This suggest that in the CEE countrigish the exception othe Czech Republic, it is
more commonthat womenwho outearn their partners have relatively low earnibgs
still make more than their partnef@n the ontrary,women in norraditional couples
in the Czech Republic (and Western countriegre often manage to outearn their

partner s derglgtvety bightedrrengsme n E s

In all theanalyzd countries, relative education plays a significant rGlempared to
traditional couples wre than tvuce the share of womein nontraditional coupledhave
higher levels of educatiothan their partner§or instance, 20.7% versus 10.7% in the

Czech Republic and even 32.9% versus 10.2% in Slovakia).
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Table34 Duatear ner coupl es tdhayr mgiemglce ofgradlifienal dmcenoffidditional couples)

Ccz HU PL SK AT DE
Male Female Male Female Male Female Male Female Male Female Male Female
( BO. (A>B) ( BO. (A>B) ( BO. (A>B) ( BO. (A>B) ( BO. (A>B) ( BO. (A>B)

1% (bottom) quintile 21.2 13.9 18.9 22.1 20.6 18.3 18.2 28.2 19.9 20.5 21.3 145
2" quintile 20.7 15.6 194 21.4 20.2 19.7 20.4 18.2 21.3 135 20.7 174
3 quintile 20.5 17.6 18.3 23.6 19.1 22.4 195 22.4 20.6 16.7 19.4 22.7
4" quintile 19.2 24.1 21.6 17.1 19.1 22.0 21.6 12.4 18.9 26.3 19.3 22.7
5" (top) quintile 18.4 28.8 21.9 15.8 21.0 17.6 20.3 18.8 19.3 23.1 19.3 22.7
Man has higher education 12.8 6.1 19.6 7.2 8.9 3.0 13.0 7.6 29.8 22.4 29.6 14.0
Same level of education 76.5 73.2 65.3 55.6 71.6 59.0 76.8 59.4 51.9 46.8 55.4 55.3
Woman has higér education 10.7 20.7 15.1 37.2 195 38.0 10.2 32.9 18.3 30.8 15.0 30.7
Both tertiary education 12.2 16.2 18.0 13.1 25.8 23.9 17.9 12.4 12.9 17.3 27.8 33.6
Both secondary or primary education 70.3 62.2 63.2 57.8 58.6 44.8 62.4 56.2 63.7 49.4 39.8 37.4
Other (mixed education level) 17.5 21.6 18.8 29.1 15.6 31.3 19.7 31.4 23.4 33.3 325 29.0
Older partner aged 254 315 20.0 20.8 16.0 29.1 27.7 19.7 16.5 16.5 154 19.3 28.3
Older partner aged 354 48.6 46.8 42.8 45.4 46.2 45.1 49.3 40.6 45.3 46.8 44.5 40.1
Older partner aged 454 20.0 33.2 36.5 38.6 24.6 27.2 31.0 42.9 38.1 37.8 36.2 31.6
Dependent children 84.4 70.6 77.2 75.4 80.2 73.1 84.3 82.4 70.7 52.9 66.5 39.6
No dependent children 15.6 29.4 22.8 24.6 19.8 26.9 15.7 17.6 29.3 47.1 33.5 60.4
Children G5 41.6 14.9 17.4 15.8 314 24.4 19.7 15.3 27.3 155 24.3 155
No children 85 58.4 85.1 82.6 84.2 68.6 75.6 80.3 84.7 72.7 84.5 75.7 84.5
Married 84.0 83.4 81.5 83.8 95.4 94.2 97.8 92.4 79.4 66.5 83.4 69.6
Not married 16.0 16.6 18.5 16.2 4.6 5.8 2.2 7.6 20.6 33.5 16.6 30.4
N* 1736 289 899 444 1411 561 808 172 817 159 1727 400

Source: EUSILC UDB 2008 version 2 of August 201Aut hor 6 s

somputati on
Notes: Ai female earnings, B male earnings. Couple grosarningsjuintiles are calculated using the modified OECD equivalence $dateveighted.
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