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Abstract

The paper is devoted on the wage differences betwem and women in
Baltic countries. It aims to estimate the unexpdirgender pay gap cleaned at
least partially by effect of intra household spézition on wage. To estimate
the unexplained gender pay gap, we use EuropeannJatatistics on Income
and Living Conditions (EU-SILC) data and apply thaxaca-Blinder decompo-
sition accompanied by matching procedure. The teskiow that to take intra-
household specialization into account led to a dase in the unexplained gen-
der wage differences however wage differences ketween and women per-
sists. The unexplained gender pay gap, which cbeldue to wage discrimina-
tion against women reaches approximately 11 pergehiatvia and Lithuania.
It is significantly higher in Estonia where it amms about 21 percent to disad-
vantage of women.

Keywords: gender pay gap, wage differences, wage discrinunatbaxaca-Blin-
der decomposition, Baltic countries

JEL Classification: J31, J71, M50

DOI: https://doi.org/10.31577/ekoncas.2020.07.03

Introduction

According to Eurostat data, wage differential tedw men and women
reached 25.3 percent in 2016 in Estonia and wabtiee highest in the Euro-
pean Union. On the other hand, the gender payrg#peiother two Baltic states
Lithuania and Latvia were incomparably lower, itaamted 14.4 percent in
Lithuania and 17 percent in Latvia and these weoeirad the European Union
average.
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However, the above reported wage differences megljusted. The part of
gender pay gap (or in extreme case all wage difter®) can be explained by
different average characteristics of men and woiméehe labor market. Only the
part, that could not be explained by these faatars be attributed to wage dis-
crimination against women. Estimates of potentiatjgvdiscrimination are more
accurate, the more characteristics of men and wareknown and reflected in
the models. The traditionally included charactessare age, tenure, education,
marital status, occupation, industry, region ana fi

Intra household specialization is the factor, ikatften neglected in empiri-
cal studies and that could be the factor that playmportant role in explaining
the wage differences between men and women. A nuofoempirical studies
conclude that working mothers earn less than womi#nno children. There are
more theoretical arguments for existence of fargdy: different abilities and
preferences of women with children, limited mopiliower accumulated human
capital and discrimination against mothers (F&f¥ 2). However, caring for the
family and children may not only be the cause dbwer wage for women, it
may also influence the earnings of men. The stustiesv that the family penalty
for women ranges from 10 to 15 percent. On therdthed, marriage and a family
increase the wage of men by 10 — 15 percent (Wgédfd998).

To cleanse the wage differences between men amgewat least partially
of the effect of intra-household specialization meductivity and work effort,
Hedija (2014) estimated the gender pay gap usibgasuple of employees earn-
ing more than their partners assuming that thestapart of care for the house-
hold and children is taken up by the partner egriégss. Using the European
Union Statistics on Income and Living ConditionsJ(BILC) data for 19 mem-
ber countries of the European Union, she conclibatthe unexplained part of
gender pay gap amounted approximately 10 percerkingpto the disadvantage
of women. Here, we follow this approach.

The paper aims to estimate the unexplained gepaleigap cleaned at least
partially by effect of intra household specialipation wage in Baltic countries.
To achieve this, we use a subsample of employaemgamnore than their part-
ners assuming that the larger part of care fohthesehold and children is taken
up by the partner earning less.

This study brings new insights into wage diffeenbetween men and women
in the Baltic countries. In addition to the tradtal estimate of an unexplained
gender pay gap that may be the result of wageidis@ation against women in
the labour market, the non-standard wage gap dstifoa employees earning
more than their live partner is also provided. gsinrelatively simple method,
the paper brings a deeper view of the issue. &t allows us at least partially to
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clear the unexplained pay gap on the effect ofstiwi of labour between the
men and women in the family.

The paper is organized as follows. Section 1 pewibackground infor-
mation on wage differences between men and womectid® 2 presents the
used data and applied methods. To estimate theplaiesd part of the gender
pay gap, the Oaxaca-Blinder decomposition and rmggdrocedure is employed.
In section 3, we apply the methods on EU-SILC dataBaltic countries and
estimate the unexplained gender pay gap usingatin@le of employees earning
more than their partner. It represents the uppmit Iof wage discrimination
against women. The last section contains the ceiwiu

1. Literature Review

A number of empirical studies are devoted to tlagevdifferences between
men and women and the estimation of the “discritiond part of gender pay
gap. The studies by Oaxaca (1973) and Blinder (1B&®ng to the pioneering
works on the field of wage discrimination againgimen and decomposition of
gender pay gap between explained and unexplaingd fzese authors inde-
pendently estimated the amount of discriminatory gap in the United States
and concluded that different characteristics of 1sueth women could account for
more than half of the existing gender pay gap. rfEmeaining part could be con-
sidered discriminatory.

A lot of authors follow these studies and applyyveften Oaxaca-Blinder
decomposition or its modifications to estimate gast of gender pay gap that
may be the result of wage discrimination in indixatl countries. The papers by
Weichselbaumer and Winter-Ebmer (2005) or Hedigh Musil (2010) bring the
overview of selected studies and its results. Tdrelsions of the studies vary,
depending on the country for which the decompasittoperformed, the source
of the data, the number of explanatory variablehiohed and the applied method
of decomposition. Nevertheless, the conclusionshebe papers confirm that
differences in human capital in the form of edumatand experience explain
only a tiny fraction of the existing gender pay gamgdvanced market economies.
A significant part of wage differences is explaingg horizontal and vertical
segregation. That is, the concentration of womeleds paid industries and in
the positions with lower levels of authority andpensibility, and therefore less
paid. In addition, a large part of the pay gap riesmanexplained.

After the fall of iron curtain, the studies examiy this phenomenon in post-
communist countries started to appear. For examglamchik and Bedi (2003)
or Goraus and Tyrowicz (2014) presented the resoit®oland, Filipova et al.
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(2012) or Balcar and Gottvald (2016) for the Cz&sgpublic, Pailhe (2000) or
Mysikova (2012) for all Visegrad Group countrie§0/h and Kallaste (2004) or
Anspal (2015) for Estonia. While relatively higheattion is paid to this issue in
some post-communist countries, it is rather aethge of interest in others. If we
focus on the Baltic countries, the issue is reddyiwvell described for Estonia
(for overview see for example Anspal, 2015). Ondtieer hand, studies estimat-
ing the potential wage discrimination in the labmarket in Lithuania and Latvia
are rare (for Latvia Vilerts and Krasnopjorovs, @0IHowever, conclusions are
these studies are often difficult to compare duditi@rent estimation methods
and data used.

The comparable estimates of unexplained wage rgap fihethodical point of
view for all three Baltic countries can be foundsindies that provide estimates
for selected European countries. These are stumjigdhristofides, Polycarpou
and Vrachimis (2013) or Hedija (2018) for exampBristofides, Polycarpou
and Vrachimis (2013) estimated the unexplained pigender pay gap for 26
European country using 2007 data from EuropeanrUstatistics on Income and
Living Conditions (EU-SILC) and Oaxaca-Ransom degosition. The unex-
plained gender pay gap varied in individual Badtiates. It reached 19.8 percent
in Estonia, 15.6 percent in Latvia and 17.7 perdantithuania. Using the
Heckman-corrected Oaxaca-Ransom decompositiorditfeeences was deeper.
Unexplained gender pay gap was 31 percent in Estamd 17.2 in Latvia and
11.4 percent in Lithuania. Also Hedija (2018) uskda from European Union
Statistics on Income and Living Conditions but floe period 2010 — 2012 and
applied Oaxaca-Blinder decomposition to estimate uhexplained part of the
gender pay gap. According to this study the unempthpart of gender pay gap
reached 17 — 18 percent in Lithuania and Latvia3hg@ercent in Estonia. Con-
clusions of these studies show that both the ovweegle gap and its unexplained
part are different in the individual Baltic coumisiand the highest are in Estonia.

Reasons for the differences found may be more. lidhecertainly not just
one could be the omission associated with the aitm of the potentially dis-
criminatory component of gender pay gap. For exambhspal (2015) uses data
for Estonia and confirms that the more detailedleyge characteristics are used
to estimate the unexplained pay gap, the lowerutiexplained portion of the
gender pay gap. Hedija (2014) used EU-SILC datalfomember countries of
the European Union and estimated the unexplainadeyepay gap, cleansed at
least partially of the effect of intra-househol@sialization on productivity. The
inclusion of this effect has led to a significamictease in unexplained gender
pay gap by approximately 6 percentage points. Effees in unobserved char-
acteristics of employees in the Baltic countriesyita some extent, be in the
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background of the identified differences in potaintvage discrimination in these
countries. The aim of this study is to provide restimates of unexplained pay
gap in the Baltic countries that can refine thegaesented so far.

2. Data and Methods

We use data from European Union Statistics onnrcand Living Condi-
tions (EU-SILC) which contains multidimensional naaata on income, poverty,
social exclusion and living conditions. We use srssctional from data from
EU-SILC 2016, which covers data from 32 Europeamtiies and extracted the
data for three countries: Lithuania, Latvia andbB#.

Unfortunately, EU-SILC data does not contain infation on hourly gross
wages. It was therefore necessary to narrow doe/sdimple to be able calculate
the hourly gross wage using the available datan#/eowed down the reference
population sample to persons who: were employedagithe reference period,
worked all twelve months in a full-time job, had other jobs and earned an
income. We excluded the self-employed, as we amrdsted in wages and the
potential different evaluation of male and fematgtoyees by the employer.

We use data based on the selected personal ammhoyproharacteristics of the
employee: age, education level (highest attainedatn level according to In-
ternational Standard Classification of Educati@CED, 2011)), sickness (tempo-
rary inability to work due to sickness during tineame reference year), partner-
ship (having a partner living in the same houséhaldcupation (according to the
International Standard Classification of Occupati@®C0O-08)), sector (economic
activity using the Statistical Classification ofdbomic Activities in the European
Community (NACE Rev.2)), company size (categories rfumber of persons
working at the local unit), contract (having a wadntract of limited duration),
managerial position (having a formal responsibiitpervising a group of other
employees), gross hourly wage and gross hourly wédiee partner. The gross
hourly wage is calculated as the employee’s cadman-cash incomes per year
divided by the number of hours usually worked peary(including overtime).
Descriptive statistics of the used dataset are slinwable 1.

To illustrate the gender wage differences in tifier@nt group of population,
we work with three samples of employees: full saamg employees (with and
without partner), employees having partner (livinghe same household) and
employees earning more than their partner. Figusbdlvs the raw gender pay
gap in Baltic countries calculated as the diffeesimclogarithm of average female
and male gross hourly wage for these three grotipmployees. The difference
in mean log wages of men and women can be appreedyniaterpreted as the
percentage difference in average wages of men antew.
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Table 1
Means of the Used Variables
Variable Estonia (EE) Lithuania (LT) Latvia (LV)
men women men women me wormnen
Ln hourly wage 1.839 1.604 1.398 1.305 1.612 1.472
(0.631) | (0.541)| (0.545)| (0.535)| (0.535)| (0.513)
Age 43.305 | 46.468 | 46.021 | 47.456 | 42.829 | 45.927
(12.579) | (11.275) | (11.874) | (10.476) | (12.450) | (11.897)
Education”
Less than primary, primary, lower
secondary 0.175 0.078 0.04p 0.017 0.1111 0.046
Upper secondary, post-secondary
non tertiary 0.565 0.441 0.647 0.526 0.644 0.4p7
Tertiary education 0.260 0.481 0.306 0.457 0.245 .458®
Occupation (ISCO-08, 1 digit)
Armed forces 0.008 0.000 0.00% 0.001 0.008 0.001
Managers 0.092 0.095 0.093 0.076 0.063 0.071
Professionals 0.109 0.247 0.14f7 0.352 0.1p7 0.250
Tech. and associate professionals 0.1p1 0.135 0.07®.086 0.122 0.191
Clerical support workers 0.036 0.092 0.018 0.069 02D. 0.076
Service and sales workers 0.053 0.203 0.071 0.159 .0760 0.222
Skilled agricultural, forestry and fish.
workers 0.015 0.016 0.009 0.008 0.022 0.008
Craft and related trades workers 0.262 0.0B85 0.2460.084 0.238 0.035
Plant and machine operators and
assemblers 0.253] 0.084 0.242 0.036 0.2116 0.018
Elementary occupations 0.061 0.089 0.098 0.133 030.1 0.126
Sicknesg’ 0.219 0.288 0.327 0.369 0.169 0.236
Partnership (having partnét) 0.784 0.714 0.767 0.659 0.68H 0.559
Sector (NACE Rev. 29
Agriculture, forestry and fishing (A) 0.075 0.031 .0B1 0.019 0.070 0.026
Mining, manufacturing, electricity,
water...(B — E) 0.309 0.187| 0.27¢ 0.17)7 0.230 0.1117
Construction (F) 0.161 0.012 0.138 0.0%0 0.134 9.0
Wholesale and retail trade... (G) 0.094 0.152 0.148 .16@ 0.113 0.177
Transportation and storage (H) 0.125 0.044 0.136 038. 0.164 0.054
Accommodation and food
service...(l) 0.014 0.045 0.011 0.038 0.014 0.044
Information and communication (J) 0.028 0.020 0.015 0.011 0.037 0.017
Financial and insurance activities (K 0.006 0.021 0.007 0.020 0.011 0.028
Real estate, prof. and admin. activiti¢s
(L-N) 0.057 0.054 0.077 0.073 0.074 0.071
Public admin., defence, social security
O) 0.065 0.094 0.058 0.084 0.07f 0.106
Education (P) 0.037 0.183 0.046 0.192 0.084 0.193
Human health and social work
activities (Q) 0.009 0.112 0.021 0.145 0.019 0.1p6
Arts, other services...(R — U) 0.014 0.04b 0.022 8.08 0.023 0.052
Firm size
0 — 10 employees 0.167 0.184 0.096 0.1p2 0.169  10.p0
11 + employees 0.833 0.816 0.904 0.898 0.831 0.799
Contract (limited duration) 0.004 0.006 0.017 0.01Q 0.008 0.002
Managerial positior? 0.277 0.258 0.162 0.129 0.074 0.083
N 2179 2154 1488 1612 1838 2013

Note ¥ Share in individual groups (mean of dummy varighletandard deviation in parentheses.
Source EU-SILC data 2016; authors’ computations.
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Figure 1
Raw Gender Pay Gap in Baltic Countries in 2016
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Note Raw gender pay is calculated as the differenedegarithm of average female and male gross hourly
wage.

Source EU-SILC data 2016; authors’ computation.

We can see that the wage difference between mérmvamen earning more
than their partner was smaller as compared withgad employees with partner
in all Baltic countries. This decline could be aadt partly attributed to intra-
household specialization. Employees earning mane their partner spend similar
efforts and their performance should be more simildeir wage should be
therefore comparable. However, above data is vawy and rather indicative.
The decline of wage disparity or its part couldals® due to better average charac-
teristics of women as compared with men in thisganTo adjust the raw gender
pay gap for differences that can be explained biatian in personal and firm
characteristics of men and women, we will utilizeexiplained gender pay gap.

There are several methods to estimate the unexsplgiart of gender pay gap.
The includes Oaxaca-Blinder decomposition and tslification or an estimate
of wage function using linear regression model.esomate the potential wage
discrimination against women we employ Oaxaca-Blindecomposition. This
method allows us to divide the gender pay gap théopart which can be ex-
plained by different characteristics of men and wormand the part that remains
unexplained and is often addressed to wage diSuaitioin against women
(Oaxaca, 1973; Blinder, 1973).

The Oaxaca-Blinder decomposition is given by

INW,) =In(W) =(X, = %) .8 +Bo=8) . %+ B =B . % (1)
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wherew_and W, are the values of average hourly earnings for nfemomen,
X and X, are vectors of average characteristics for botideges, 3, and j,

are the vectors of the wage functions coefficiefitss the vector of wage func-
tions coefficients in the absence of discriminatfequilibrium wage). The term
of In(W,)-In(W)expresses the raw gender pay gap, which is definedeadif-

ference in logarithmic mean wages of men and worfige.term(X, - X,) .5

represents the part of the gender pay gap whieRpkined by different charac-
teristics of men and women in the sample. This glpay differences is known
as the endowment effect. Finally, the term(gf-8).X_+(@ -5,) . X, is the

unexplained part of the gender pay gap where teegart is the male advantage
and the other the female disadvantage. This is knasvthe remuneration effect
or the effect of discrimination.

Decomposition is based on an estimate of the viagetions for men and
women. The wage equations for men and women aneededis follows

In(\N)m :Igm . (X,i)m+ (q)m' E(q)m = 0 (2)
InW), =5, . (X)) + (), E(Y); =0 3
where
W),, and (W), — the gross hourly earningsieth man and-th woman,

(X'i)m and (X’,); — the vectors of the chosen characteristics ofi-tieman and

i-th woman,
B, and ; — the vectors of coefficients of male and fenwadge function,
(u),, and (u), — the errors.

The other step in decomposition is setting the-aisariminatory wage struc-
ture. In empirical studies, working with the Oax&lader decomposition, we
can find various concepts of the equilibrium wag#).(We set the non-
discriminatory wage structure using the pooled darap proposed by Neumark
(1988) and Oaxaca and Ransom (1994). We estimateo#fficients of the wage
function for whole sample as follows

In(W) =45*. X;+y (4)

where
W - the gross hourly earningsieth employee,

X’. —the vectors of the chosen characteristicsei-th employee,

[ —the vectors of wage function coefficients,
u,  —the error.



707

As a response variable to the wage functions texua, 3 and 4), we use the
logarithm of the gross hourly earnings. It is cédted as the employee’s cash,
near cash and non-cash incomes per year divid¢igebyumber of hours usually
worked per year (including overtime)Ve use selected personal characteristics
(age, age squared, education, sickness and péiifrjeasnd company character-
istics (occupation, sector, company size, conteat managerial position) as
explanatory variables. Age and education are th&i@s for human capital, age
indicates the age in years, and education is afsrimmy variables, which de-
notes the highest level of education that a petsam successfully completed
using the ISCED 2011 which includes 9 categorieseftucational attainment.
Sickness is a dummy variable which denotes whetleeemployee was tempo-
rarily unable to work due to a sickness duringittt®eme reference period. Part-
nership is a dummy variable which indicates whetherperson has a partner
living in the same household. Occupation is a $edummy variables which
indicates the person’s occupation according to 198dtwo digits). Sector is
a set of dummy variables which denotes the branchccordance with NACE
Rev. 2 (13 categories: A,B—E, F, G, H, I, JLIKs N, O, P, Q, R — U). Company
size is a dummy variable showing the number ofgrezs$n their main job. There
are two categories: the size of 1 and 10 employe®sthe size of more than 11
employees. Contract is a dummy variable which denthe type of contract —
whether permanent or temporary. Managerial posisoa dummy variable re-
flecting a supervisory function, where the supemyjsfunction means formal
responsibility for supervising a group of other éogpes. We use the Ordinary
Least Square (OLS) to estimate the coefficientwale, female and pooled wage
functions (equation 2, 3 and 4). Then, we calculaésunexplained part of the
gender pay gap using equation 1.

To compare the gender wage differences amongcRaitintries, we estimate
the unexplained gender pay gap for each country.

To minimalize potential bias from too differentgales of women and men,
we use matching as a pre-processing procedureopsg®d by Ho et al. (2007).
Matching procedure unable us to get more homogesanple of employees to
compare the wage difference for comparable womehnaen. Many matching
procedures exist. When exact matching is the siraplé the most accurate
in terms of sample homogeneity. This is based enfdlet that, in our case, it
excludes males and females who do not have extdlgame observable cha-
racteristics as the opposite sex. Because of ewatthing using wide range of
observed characteristics causes a big reductiosawiples, we use coarsened

L A detailed description of cash and near cash amdcash incomes and their items is availa-
ble in Eurostat (2017).
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exact matching (CEM), which performs exact matchimgcoarsened data. It
coarsens variables into groups and goes on to éxamtreated units, whose
coarsened characteristics do not match with argtede units and vice versa.
Finally, it returns uncoarsened data from obseowatithat were matched
(Blackwell et al., 2009). We matched the samplésgukey personal and firm
observed characteristics: age, education, couotgypation and sector. Variable
age was coarsened into ten conventional groups @26 24, 25 — 29, 30 — 34,
35 -39, 40 — 44, 45 - 50, 50 — 54, 55 — 60 and,Gfcation into three groups
(ISCED 2011 categories 0 — 2, 3 — 4, 5 — 8) andujpation into ten groups
according one digit ISCO-08. On remaining varialfiesctor and country) exact
matching was applied directly. Then we estimateuhexplained part of gender
pay gap using Oaxaca-Blinder decomposition.

3. Results

We apply equation 1 and by using Oaxaca-Blindeodgosition we esti-
mate the unexplained part of gender pay gap faidBadunties (Lithuania, Latvia
and Estonia). The results are shown in the Tablh&.main aim of the paper is
to calculate the possibly discriminatory part ohder pay gap for the subsample
of employees which earns more than their partridosvever, we also estimate
this for the full sample of employees and for thbsample of men and women
having partners for the purpose of comparison.

The results show that the unexplained part ofggreder pay gap differs sig-
nificantly among Baltic countriedJsing full sample of employees, the unex-
plained gender pay gap is the largest in Estoniargvit amounts 25.8 percent
and it is significantly lower in Lithuania (12.8ngent) and Latvia (14.6 percent).

The results also show that the unexplained geddfsrence in wages is
higher for individuals who have a partner. The yolexed gender pay gap
reaches more than 30 percent in Estonia, 15 penedithuania and 17.5 per-
cent in Latvia. The reason for this may be intradehold specialization, where
women traditionally take care of family and childmnehen this role is attributed
to them by society. This brings two aspects. Fifsall, women can actually be
less powerful than men, so they could prefer timeilfato career and work per-
formance, and their work performance and load cdwddiower compared to
men. Because of the care of children, they cowd ahore often absent from
work. Hence, part of the unexplained wage diffeeeoauld be explained by the
unobservable differences in performance betweenandnvomen (unobservable
due to difficult measurement and lack of data).dBdty, from the employer’s
point of view, women having partner and children ba viewed a priory as not
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being able to give the same performance as mertaltieeir dominant role in
caring family. Due this fact, female wage is lowiean male having the same
performance characteristics. This can lead to area@se in discriminatory part

of pay gap.

Table 2
Oaxaca-Blinder Decomposition: Sample without Matchig
Full sample Having partner Earning more than partner
raw GPG unexplaineg raw GPG unexplained raw GPG  xplened
Estonia (EE) 0.236*** 0.258%*** 0.290*** 0.306*** 0.248%*** 0.242%*
(0.018) (0.019) (0.020) (0.022) (0.031) (0.030)
N 4 333 3 246 1260
Lithuania (LT) 0.093%*** 0.128%*** 0.140%** 0.149%** 0.022 0.140%**
(0.019) (0.022) (0.023) (0.027) (0.035) (0.036)
N 3100 2204 852
Latvia (LV) 0.140%*** 0.146*** 0.173%** 0.175%** 0.104%*** 0.152%+*
(0.017) (0.018) (0.022) (0.023) (0.036) (0.035)
N 3846 2381 936

Note Standard errors in parentheses, *** p < 0.01p* 0.05, *p < 0.1.
Source Authors’ computations.

However, the intra-household specialization ifsitlinked to actual differ-
ences in productivity of partners can be legitimason for difference in wage.
Hence, a lower female wage can be partly attribtietthe intra-household spe-
cialization implying the dominant role of womendaaring for the household and
family and men as breadwinner. To minimize thigeffat least partly, we esti-
mate the unexplained gender pay gap for the sudsashmen and women earn-
ing more than their partners expecting that thesbbald and family care lies on
a partner who earns less. The results are shovastitolumn of Table 2. Using
this subsample, the unexplained part of gender gay is about 24 percent
in Estonia, 14 percent in Lithuania and 15 perdentatvia. Compared to
full sample, the discriminatory part of gender waliferences declines in the
Estonia. On the other hand, it increases in Litfmand slightly also in Latvia.
The reason for the growth of unexplained gender geyy may be difference
in composition of samples for individual countreasd the fact that wage differ-
ences between men and women without partners gréfisantly lower as
we discussed above.

When we compare the unexplained gender pay gapagst for subsample
of employees having partners and subsample of gmetoearning more than
their partners, we can conclude that the unexpiiagender pay gap is lower in
the second case in all Baltic countries. We cao alserve that the differences
between individual countries decrease using theasuple of employees earning
more than partners.
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However, the estimated wage differences betweanand women could be
biased to some extent. One of the reasons coulliffieeences in composition of
sample of men and women. To minimalize potentias fiom too different sam-
ples of women and men, we use matching as a pmegsimg procedure as pro-
posed by Ho et al. (2007). To get more comparadigpge of men and women in
each country, we apply coarsened exact matching.n\&teh the employees
using key personal and company observed charaatsriage, education, occu-
pation (1digit) and sector. The sample after maighurocedure is referred to as
CEM sample. After matching we get narrowed but nfmmogenous sample of
men and women in each country. Then we estimaterb&plained gender pay
gap in each Baltic countries. The results are ptesen the Table 3.

After matching, the estimated wage differencelightly lower for all sub-
samples. Relatively significant differences in timeexplained pay gap remain
between Estonia and the rest Baltic countries. 83tenated unexplained wage
difference is 25 percent in Estonia. In Lithuamal &atvia, it is lower by almost
half and reaches 13 percent in Lithuania and 1degmeiin Latvia. Also, the esti-
mated unexplained wage difference adjusted foretifiect of intra-household
specialization has fallen in all countries.

Table 3
Oaxaca-Blinder Decomposition: CEM Sample
Full sample Having partner Earning more than partner

raw GPG unexplained raw GPG unexplained raw GPG  xplaned

Estonia (EE) | 0-246™* 0.251%* 0.294%* 0.295** 0.232%* 0.214%*
(0.020) (0.020) (0.024) (0.023) (0.039) (0.034)

N 3360 2384 732

Lithuania (LT) 0.112%** 0.126*** 0.144*** 0.147*** 0.041 0.109***
(0.022) (0.023) (0.026) (0.028) (0.043) (0.039)

N 2 566 1758 544

Latvia (LV) 0.154*** 0.142*** 0.185*** 0.162*** 0.104** 0.116***
(0.020) (0.019) (0.025) (0.025) (0.043) (0.039)

N 3069 1781 563

Note Standard errors in parentheses, *** p < 0.01p* 0.05, *p < 0.1
Source Authors’ computations.

Using the subsample of employees earning more faatmers, the unex-
plained gender pay gap is very similar in Lithuaamal Latvia where it reaches
about 11 percent. These conclusions are in linéd wie findings of Hedija
(2014), which estimated an unexplained wage gapstalj for intra-household
specialization in European union countries. Shatifled about 10 percent wage
difference between men and women to the disadvar@hgomen. On the other
hand, unexplained gender wage differences remainhigh in Estonia where it
amounts more than 20 percent to disadvantage ofemomhe existence of
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a relatively high unexplained wage gap in Estorialso confirmed by Anspal
(2015), who identified 16.5 percent wage penaltywwomen using very detailed
set of controlling variables. The large differemteyender pay gap in Estonia on
one hand Latvia and Lithuania on other is relagiv@lirprising. On the other
hand, despite the fact that all three countriesevpart of the Soviet Union until
the early 1990s, each of these countries hasstertdally conditioned national
specifics. Differences can be found in existingrfal and informal institutions
that form behavior and actions of individuals. Biffinces in institutions may
then be behind the differences in wage gaps. Bhalkahn (2003) and Aru-
lampalam, Booth and Bryan (2007) confirmed the aflavage-setting institu-
tions in explaining the variation in the gender jgayp among countries. Hedija
(2018) highlighted the role of quality of legistatiin explaining the differences
in unexplained part of gender pay gap. Accordinghtese authors the differ-
ences in childcare provision, wage setting ingtihg and in quality of legisla-
tion across EU countries may partly account forvaeation in the unexplained
gender pay gap. A factor that could be behind ifferdnces in existing unex-
plained wage differences is the behavior of wonmethe labor market in these
countries. In Estonia, compared to Lithuania antVibathere is a lower partici-
pation rate of women in the 15 — 39 age group énlabbor market. That is, at the
age when women have children. Compared to LithuandéiLatvia, and also in
the context of other EU member states, Estoniaahasbove-standard generous
system of maternity and parental leave, which egnificantly shape society’s
behavior (Schulze and Gergoric, 2015). Thus, woteare the labor market in
Estonia for a relative long time period. They algogerceived by society as
people who mainly take care of children and familjey lose their work habits,
self-confidence, their working capital decreased #weir return to the labor
market is thus more difficult. The result is lovearnings compared to men.

Finally, we can conclude that using the subsangblemployees earning
more than their partners, the estimated unexplageader pay gap decreased by
3.7 percentage points in Estonia (by 15 percent)1.@ percentage points in
Lithuania (by 14 percent) and by 2.6 percentagatpan Latvia (by 18 percent).
Taking intra-household specialization into accdedtto a decrease in the unex-
plained pay gap by 14 — 18 percent but not tauitseikplanation.

Conclusion

The existence of wage disparity between men andemas well known fact.
Part of these differences can be explained by réifiee in personal and firm
characteristics of men and women, the rest staggplained. One of the reasons
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for lower female wage could be intra-household spieation and dominant role
of women in child- and family-care. The aim of tisisidy was to estimate the
gender pay gap in Baltic countries cleansed at leadially of the effect of
intra-household specialization on productivity. @chieve this, we use a sub-
sample of employees earning more than their partassuming that the larger
part of care for the household and children isnake by the partner earning less.

The Baltic states are a culturally, historicallydageographically close. One
might therefore expect that wage differentials\agy similar in these countries.
Nevertheless, the empirical studies show thatdlxegender pay gap and also its
unexplained part varies significantly among LithiaarLatvia and Estonia (for
example Christofides, Polycarpou and Vrachimis,30t Hedija, 2018). This
study not only brings alternative estimates of genmhy gap to the Baltic coun-
tries, but also brings new insights into issue Whetifferences in intra-house-
hold specialization in individual Baltic countriean be a factor behind the ob-
served differences.

Using the EU-SILC data and comparable sample af aed women and
after adjusting the raw gender pay gap for diffeesnin observed characteristics
of men and women, we estimated the unexplainedgiagender pay gap. We
concluded that unexplained gender pay gap whichesepts the upper limit of
wage discrimination against women vary among Battantries, taking into
account the intra-household specialization. It lne@capproximately 11 percent
in Latvia and Lithuania and was significantly higle Estonia where it amount-
ed about 21 percent. Taking intra-household sgeat@n into account led
to a decrease in the unexplained wage differeneegeen men and women by
14 — 18 percent but not to its full explanation.
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