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Motivation

• In February 2024 the WGEA released that the gender pay gap
among companies with more than 100 employees sits at around
20%.

• As a result, numerous companies issued statements, with a
recurring theme: women predominantly occupy lower-paying
roles within these organisations.
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Motivation

But can these policies seeking to increase women’s participation in
high-paying occupations narrow the gender wage gap?

• What drives the gender wage gap?

1. Occupational sorting: men are more likely to work in
higher-paying occupations than women.

2. Within-occupation: when working in the same occupation, men
are paid more than women.
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Motivation

These components can be broken down further:

1. Differences in men’s and women’s occupations:

• Explained Differences in things we can observe that predict
occupation, i.e. differences in educational attainment.

• Unexplained Differences in things we can’t observe and differences
in the effect of observed characteristics on occupational decisions

2. Differences in pay within the same occupation:
• Explained Differences in things we can observe that influence pay,
i.e. job tenure.

• Unexplained Differences in things we can’t observe and
differences in the effect of observed characteristics on pay
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Preview of Findings

The hourly gender wage gap in Australia is 15%.

• 20% of the hourly gender pay gap is driven by occupational
choices.

• 80% arises from variations in pay within the same occupations.

5 / 18



Preview of Findings

The hourly gender wage gap in Australia is 15%.

• 20% of the hourly gender pay gap is driven by occupational
choices.

• 80% arises from variations in pay within the same occupations.

5 / 18



Preview of Findings

The hourly gender wage gap in Australia is 15%.

• 20% of the hourly gender pay gap is driven by occupational
choices.

• 80% arises from variations in pay within the same occupations.

5 / 18



Preview of Findings

The hourly gender wage gap in Australia is 15%.

• 20% of the hourly gender pay gap is driven by occupational
choices.

• Not explained by individual attributes, such as job tenure or
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Data



Data

We use administrative data in 2016 from the ABS DataLab:

• Allows us to look at the entire taxpaying population across 2016.

• Earnings, 6-digit occupation: Personal income tax returns.

• Hours worked, gender, family structure: 2016 Census.

• ATAR: Higher Education Data
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Men and Women’s Occupations in 2016

What occupations do men and women work in?
Figure 1: Distribution Across Occupations
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Pay rates across occupations in 2016

How are men and women paid (on average) across these
occupations?

Figure 2: Average Hourly Wages
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• Men and women in Australia work in different occupations.

• We calculate that 44% of Australian women (or men) would have
to switch occupations to have a gender-equal distribution of
workers across occupations.

• This does not necessarily drive the gender pay gap.

• To understand the contribution of occupational sorting we need
to adopt a decomposition approach.
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Framework for Decomposing the Gender Wage Gap

We model the wage of male m, and female f workers i

lnWm
ij =Xmij βmj + ϵmij (1)

lnWf
ij =X

f
ijβ

f
j + ϵfij (2)

The overall hourly gender wage gap can be decomposed as:

lnWm
− lnWw

=
∑
j

Sfj X̄
f
j(β̂

m
j − β̂fj ) +

∑
j

Sfj β̂
m
j (X̄mj − X̄fj) (3)

+
∑
j

lnWm
j (Smj − Ŝfj) +

∑
j

lnWm
j (Ŝ

f
j − Sfj)

Where Smj and Smj represent the proportion of male and female
workers employed in occupation j, respectively. The term Ŝfj is the
predicted share of women in occupations
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Predicting Occupations

We estimate the probability of individual i to be employed in
occupation j with a Multinomial Logit model as follows:

Ŝgij = Pr(Oi = j|g) = ex′jiγmi∑J
=1 ex

′
i γ

m
i

(4)

Where xi contains information on a worker’s age, marital status,
number of dependent children, level of education, whether he/she is
currently studying, and ATAR (for a smaller sample).

This model is estimated separately for men and women.
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Results



Predicted Occupations

How would women enter occupations if we applied the male model
of occupational sorting to their (female) characteristics xit?

Figure 3: Distribution Across Occupations (Women)
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Predicted Occupations (University Educated)

Figure 4: Distribution Across Occupations (Women)
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Decomposing the Gender Wage Gap

Figure 5: Hourly Gender Wage Gap in 2016
Figure 6: Hourly Gender Wage Gap in 2016

(ATAR sample)
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Decomposing the Unexplained

Figure 7: Unexplained Within Occupation
Component

Figure 8: Unexplained Within Occupation
Component (including ATAR)
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Conclusion



Key Takeaways

• Men and women work in very different occupations.

• These occupations don’t matter a lot for understanding the
gender pay gap.

• Differences within occupations play an important role:

• Occupation ̸= job title

• Lucrative sub-specialties within broad occupations, e.g. GP vs
cardiology

• Differences in leadership representation.

• Differences in pay among employers, e.g. Big 6 law v.s. in-house

• Marriage and children have a disproportionate impact on
women’s earnings (but not men’s).
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Policy Implications

Encouraging women to enter STEM and other male-dominated fields
is important and necessary BUT ...

It is not sufficient to close the gender pay gap. The motherhood
penalty still persists, which may discourage women from:

• Pursuing leadership roles

• Pursuing high-paying employers or sub-specialties (with poorer
non-wage amenities)
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