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Abstract
Changing patterns over time in female school enrolments and labour force participation 
can be expected to have an impact on the gender wage gap. This study uses cohort 
analysis and data from the Department of Census and Statistics' Quarterly Labour Force 
Surveys from 1996 to 2004 to examine gender wage differentials in three age cohorts 
corresponding to different periods of labour force attachment. Results indicate that 
despite larger wage gaps, gender discrimination in the private sector, for full-time 
workers, has declined marginally over time, whereas young female public sector full- 
time workers face more discrimination than middle and old cohort workers.

Keywords: Gender wage gaps, Cohort Analysis, Blinder-Oaxaca decomposition, Female Labour 
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1. Introduction

Gender wage inequality characterizes labour markets all over the world. 

According to the human capital approach to wage determination, in a labour 

market free of discrimination, unequal wages are the result of unequal 

productivity. Differences in productivity are attributed to differences in human 

capital accumulation, generally measured in terms of productivity enhancing 

characteristics such as endowments of schooling and experience. Group 

discrimination (such as sex or race discrimination) is apparent when the average
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wage of a group in the labour market is not proportional to its average 

productivity (Aigner and Cain 1977). Empirical analyses based on the 

methodology initiated by Oaxaca (1973) and Blinder (1973) enable the 

decomposition of gender wage gaps into a component attributable to gender 

differences in productive endowments and to a residual unexplained 
component. Given the usual assumptions regarding bias and model 

specification, the latter can be considered a measure of discrimination.

Changing patterns over time in female school enrolments and labour 

force participation over time can be expected to have an'impact on their 

accumulation of human capital, both in terms of schooling and experience, and 

thereby to be reflected in the decomposition of wage gaps into explained and 

unexplained components. One could expect that with no change in 

discrimination, reductions in the schooling and experience gaps between men 

and women will result in proportionately smaller gender wage gaps. 

Alternatively, disproportionate changes in wage gaps will reveal whether 

discrimination has decreased over time or not. Ideally, the availability of 

repeated cross sections of comparable labour force data over a very long period 

of time would enable the exploration of the effect of changes in productivity 

enhancing characteristics such as schooling and experience on gender wage gaps 

overtime. In the absence of such data, the variation in age composition of males 

and females in repeated cross sections of labour force data over a much shorter 

period can be exploited by using cohort analysis (Dolton et al., 2008).

In Sri Lanka, particularly over the last half-century, female school 

enrolments have increased, to the extent that female enrolment exceeds male 

enrolment at secondary level. Female employment opportunities have 

expanded from predominantly agricultural wage work in the pre-independence 

era to include a narrow set of state-dominated occupations (teaching, nursing,
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clerical, and finance-related jobs) in the 1940s through the 1970s; since the 

1980s women have also taken manufacturing jobs in export industries and 

service industries as well as overseas (Kiribanda, 1997).

The increase in female accumulation of human capital and the expansion 

of the range of occupations open to females in Sri Lanka suggest that at the turn 

of the millennium, younger females might have higher wages and face a smaller 

gender wage gap than older cohorts. Existing evidence from several studies that 

follow the Oaxaca-Blinder approach (Ajwad and Kurukulasuriya 2002), though 

not strictly comparable, indicates that the unconditional mean wage gap has 

indeed declined over time for women of all ages, but that the remaining gap is 

more than completely unexplained. That is, while women have (more than) 

caught up with men in terms of productive characteristics they continue to be 

paid less than men having the same characteristics, which could be termed 

'discrimination' (Gunewardena 2010). The lack of a comparable data set of 

labour force data over a long time period has precluded the analysis of how these 

changes may have affected changes in the aggregate wage gap and its 

component parts. The application of cohort analysis to explore such changes by 

examining how the overall gap differs by exploiting variation in the age 

composition of the labour force has hitherto been unexplored in the Sri Lankan 

literature.

The present study attempts to fill this gap by drawing on a cohort-analysis 

approach that has been used to analyse wage differentials in European countries 

(Dolton et al., 2008). The objective of the analysis is to identify (1) if patterns in 

overall gender wage gaps vary by age cohort, and (2) whether the extent to which 

the gap can be explained by gender differences in human capital endowments 

(or by discrimination) also differs by age cohort. This exercise will throw light on 

whether discrimination has decreased over time, and whether females entering
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the labour market can be expected to face less discrimination than their 

forebears did. The study also examines if results differ by part-time and full-time 

status of workers, as this distinction has been ignored in previous work in Sri 

Lanka. Further, it controls for non-random selection of females into the labour 

force, the neglect of which can potentially lead to understating the gender wage 

gap-

The paper is structured as follows. Section 2 reviews the existing 

literature on gender wage differentials. Section 3 describes the methodological 

approach and dataset used in the analysis of gender wage differentials in this 

study. Section 4 discusses the results of the econometric analysis that is 
undertaken. Section 5 concludes.

2. Literature Review

In this section, we begin by outlining the theoretical approach to the 

study of gender wage gaps, and follow it with selected examples from the large 

international literature. We follow this with a description of the Sri Lankan labour 

market for men and women, highlighting trends that could have had an effect on 

the gender wage gap over time. We conclude this section by showing how the 

present study addresses existing gaps in the Sri Lankan literature on gender wage 

gaps.

An abundant literature exists on explanations of gender wage 

differences. The first explanations come from the early 1970s and are based on 

both Mincer and Polachek's (1974) human capital theory and on Becker's (1971) 

discrimination theory. According to Mincer and Polachek, gender wage gaps are 

due to endowment differences in individual characteristics. Women invest less in 

their own human capital (education, experience, etc.) because, firstly, they 

anticipate career breaks, and secondly because women take into account the
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fact that their professional career may be shorter than men's due to family 

responsibilities.

Becker (1971) argues that economic agents belonging to a specific group 

can have discriminatory preferences against members of another group. The fact 

of hiring a person of a discriminated group may imply an additional psychological 

cost to the employer, which may cause the employer to demand compensation 

for this, by way of offering lower wages to the discriminated group. Alternatively, 

employers may discriminate by requiring members of another group to 

demonstrate higher productivity than other workers when they are hired (or 

promoted) to the same job. Even if employers do not have discriminatory 

preferences, they may pay lower wages or practice discrimination in hiring or 

promoting members of another group because they perceive their employees or 

customers to have discriminatory preferences.

Bergmann (1989) argued that occupational segregation can explain 

gender wage gaps, even among men and women who have similar endowments 

of human capital. If women are actively prevented from entering certain 'male' 

occupations, they "crowd" other occupations generally regarding as acceptable 

for women. As a result market equilibrium wages in these latter occupations are 

depressed owing to the oversupply of (female) labour into these occupations, 

even if both employments require the same level of qualifications. Alternatively, 

'female' occupations may require fewer qualifications and facilitate a better 

work/life balance. Within the theory of occupational choice, women are inclined 

to self-select, i.e. move towards such jobs by choice.

Empirical studies on wage determination and gender wage differentials 

originated with the methodology proposed by Oaxaca (1973) and Blinder (1973) 

where the wage differential is decomposed into the effects of differences in
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productivity-enhancing characteristics (education, job experience etc.) and a 

residual "unexplained" component. Under the usual assumptions relating to 

specification and bias, this latter unexplained component can be considered a 

lower-bound estimate of discrimination. When wage gaps are caused by 

endowment differences, as the explanation proposed by Mincer and Polachek 

(1974), they will be explained largely by differences in endowments, whereas if 

gender wage gaps are due to discrimination, as described by Becker (1971) and 

Bergmann (1989), the unexplained residual or "discrimination" component will 

dominate.

World Bank (2001) compiled a review of empirical studies that used this 

approach and were conducted in the 1980s and 1990s in developed and 

developing countries.1 According to this review, the unexplained (discrimination) 

component ranged from as little as 4% or as much as 147% of the entire wage 

gap. 1 In the majority of the studies reviewed, the unexplained (discrimination) 

component ranged from 70 to 90 percent, in countries as diverse as Canada, 

China and Columbia.

In the western world, as female human capital accumulation has 

increased over time, and relative pay gaps have tended to decrease, more recent 

studies have attempted to capture potential changes in the relative importance

1 Appendix 3, Relative Earnings of Women and Men Adjusted for Differences in Human 
Capital, p. 301-306, World Bank, Engendering Development, 2001.

1 An analysis of monthly wages of Urban workers in manufacturing in Tanzania 
in 1980 conducted by Psacharapoulos and Tzannatos (1992) showed average 
female wages to be 86% of male wages and 4% of the gap to be unexplained. A 
similar study by the same authors using weekly wage data in Honduras in 
1989 found a gap of 81% of which 147% was unexplained. A gap of over 100% 
indicates that in the absence of discrimination women would (should) have 
earned more than men owing to better human capital endowments.
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of discrimination over time and in different types of work. One such example is a 

study of twelve European countries by Dolton et al. (2008) that analyzed wage 

differences in three specific age groups to capture changes in the wage gap 

through time and across part-time and full-time workers. This study found that 

wage disparities faced by part-time workers, especially older workers could be 

attributed to discrimination. By contrast, Pastore and Marcinkowska (2004) 

found that wage gaps among young people in Italy were largely unexplained (by 

endowments of human capital and experience) relative to wage gaps among 

adults.

Several European studies also found occupational segregation to be a 

significant source of wage disparities: about 11% of the wage gap in Italy was 

accounted for by the segregation of women in low wage industries (Pastore and 

Marcinkowska 2004), while Lauer (2000) found that among West-German full­

time private sector employees since the mid-1980s, occupational segregation 

was found to be a significant source of wage disparities, in addition to the lower 

human capital endowments and lower returns to endowments of women. 

Occupational and industrial segregation also played a role in explaining gender 

wage differentials according to a study of five European countries based on data 

from the 1995 European Structure of Earnings Survey (Plasman and Sissoko 

2004).

Many contributions to the recent literature focus on the issue of 

selectivity or non-random sample selection. If selection into employment is non- 

random, this may affect the resulting gender wage gap. Specifically, if women 

who are employed tend to have relatively high-wage characteristics (compared 

to those who are unemployed or not in the labour force), and if female 

employment rates are low, gender wage gaps may be understated simply 

because women with low wage characteristics would not feature in the observed
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wage distribution. Blau and Kahn (2006) find evidence that sample selection 

implies that the 1980s1 gains in women's relative wage offers are overstated and 

that it may also explain part of the slowdown in convergence between male and 

female wages in the 1990s. Albrecht et al. (2004) estimate gender wage gaps in 

the Netherlands having corrected for selection of women into market work and 

conclude that were all Dutch women working full-time, the gender wage gap 

would be much higher.

While there is substantial rigorous empirical work on gender wage 

differentials in developed countries, the body of similar research in developing 

countries is considerably smaller. The available evidence points to endowments 

of education and experience being important explanations of wage disparities 

while the sector of employment is also important. Glick and Sahn (1997) analyze 

gender earnings differences in Guinea distinguishing between public sector 

employment, private sector employment and self-employment. Their results 

indicate that education plays an important role in allocating labour force 

participants among sectors and that there are wage differences by sector. In a 

study of Indonesia, Deolalikar (1993) finds that males earn significantly more and 

participate more in the labour market than females at all levels due to average 

differences in levels of schooling. Job tenure and experience also influence 

labour force participation and the gender wage gap. Appleton et al. (1999) argue 

that lack of experience and discrimination against married women are plausible 

explanations for greater gender wage differentials in Cote d' Ivoire. Negatu 

(1993) argues that differences in labour supply behaviour usually arise from 

disparities in productivity endowments, including demographic variables such as 

age, sex and marital status, using Lesotho as a case study.

Studies on gender wage gaps in Sri Lankd- (Ajwad and- Kurukulasuriya 

2002; Gunewardena 2009, 2010) find unexplained gaps or discrimination to 

account for most or all of the gender wage gap, than different productive
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endowments. This is not surprising given that Sri Lanka has parity in primary 

school enrolment and higher female secondary school enrolment. However, 

while these studies recognized the importance of changes over time in 

educational attainment and female labour force participation they do not 

attempted to incorporate the time factor in their analysis.

In what follows, we describe changes over the last fifty years in Sri Lanka's 

female labour force participation and potential changes in the educational and 

experience endowments of females. We show that these can be divided into 

three distinct periods which are then associated with three different age cohorts 

corresponding to their periods of labour force attachment (Table 1).

Until the late 1970s, much of the expansion in female labour force 

participation is attributed to female labour supply factors of rising literacy and 

educational attainment as well as to the expansion of the services sector 

dominated by teaching, health care, clerical and finance-related occupations, 

which were considered types of employment more acceptable to women 

(Kiribanda, 1997). These job opportunities were mainly provided by the state, 

and thus much of the early momentum to female employment came from the 

public sector, within a formal structure of wages. Disparity in wages was unlikely 

unless the actual jobs done by men and women were different. As Gunewardena 

et al. (2009) suggest, any gender wage discrimination in these jobs would be due 

to segregation within broad occupational categories, or of women not being 

promoted -  or not choosing to be promoted. These were jobs available to 

women with education and some mobility as many of them would be in the 

urban centres of the country.

With the liberalization of the economy in 1977, GDP growth rates rose 

sharply in the 1980s, with simultaneous increases in labour force participation, 

growing at 4.1% in the ftrst half of the decade and 3.3% in the second half of the
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decade (Kiribanda 1997) which was primarily due to exceptional increases in 

female labour force participation. The surge in female employment 

opportunities in the 1980s was mainly attributable to the establishment of a 

large number of export-oriented industries in the country's free trade zone areas 

and elsewhere (Kiribanda, 1997). These jobs were mainly in the Sri Lankan 

private sector with unregulated wages.

Many of the female employment opportunities created since the 1980s 

were those in the lower end of the distribution, and did not necessarily require a 

high level of education, though most required mobility. Although almost three 

quarters of employment in the export oriented Board of Investment (BOI) 

industries is female, these are concentrated in semi-skilled, unskilled and trainee 

positions, while less than one third of supervisory (technical) and a little over one 

fourth of administrative positions are occupied by women (BOI 1996). Similarly, 

the majority of female migrant workers overseas are in jobs at the lower end of 

the distribution.3 There is also evidence that many of the newer jobs are not 

covered by anti-discriminatory regulations (Gunaratne, 2002; Jayaweera et al., 

2000).

These trends in employment could have differing implications for human 

capital accumulation. On the one hand, the increase in female accumulation of 

human capital and in access to a wider range of occupations suggest that 

younger females might have higher wages and face a smaller gender wage gap 

than older cohorts. On the other hand, females entering the labour force in the 

late 1970s and early 1980s (older females) may have had higher levels of 

education than young females today. That is, females who entered the labour 

force in the earlier era could be those who self-selected into employment

3 Information on wages and characteristics of overseas workers is not available in the QLFS and 
thus not included in this analysis.
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because of their higher educational levels compared to females who remained 

out of the labour force. Such self-selection may be less today, especially as the 

female jobs available do not necessarily require higher levels of education. This 

implies that the younger group may have lower wages (and thus higher gaps) 

than the former. These results may also differ according to sector.

The three age cohorts Indicated in Table 1 below correspond to an 

individual's labour force attachment in the distinct periods as described above. 

The open economy period is further divided into an early period of expansion 

and a later period of stabilisation.
Table 1

Description of the Three Age Cohorts
A g e  C o h o r t L a b o u r  F orce  A t ta c h m e n t S ig n i f ic a n c e  o f T i m e  P e r io d

46-58 1 9 6 6 -1 9 7 8 C lo s e d  e c o n o m y  -  l im i te d  a m o u n t  o f  
j o b s  ( fo r  f e m a le s )

30-45 1 9 7 9 -1 9 9 4 O p e n  e c o n o m y  -  r i s e  in  f e m a le  l a b o u r  
fo rc e  p a r t ic ip a t io n

18-29 1 9 9 5 -2 0 0 4 S tab le  f e m a le  l a b o u r  fo rc e  
p a r t ic ip a t io n

The analysis is conducted separately for the three age cohorts and 

separately for the public and private sectors, and it also distinguishes between 

part-time and full-time workers in both sectors. Firstly, gender earnings 

differentials could differ between the public and private sectors for a variety of 

reasons; compliance with equal pay legislation is more likely in the public sector, 

and wages and promotion schemes are less likely to be subject to individual 
variation. On the other hand, the public sector is often regulated by political 

constraints rather than profit constraints, and thus any tastes for discrimination 

are more likely to persist. Secondly, performing specific gender pay gap 

decompositions for full-time and part-time workers separately can provide 

valuable insights given the importance of part-time work as a determinant of 
gender differentials.
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3. Methodology

3.1 Background

The literature decomposing wage gaps originated from Mincerian wage 

equations (Mincer 1974) where earnings depend on productive, income­

generating characteristics that individuals possess such as schooling and 

experience, as given in the equation below.

ln(YI) = 3Xl + u, (1)

where Y is the wage variable and X is a vector including all productivity- 

related characteristics for the i* individual.

Blinder (1973) and Oaxaca (1973) showed that mean wage gaps between 

groups could be decomposed into the effects of differences in average 

endowments of observable human capital and other productive characteristics, 

termed the characteristic effect or explained component (first term on the right 

in equation 2) and differing returns to those characteristics, termed the 

coefficients effect or unexplained component or discrimination (second term). 

The insight behind this method is that in the absence of discrimination, the 

estimated effects of individuals' observed characteristics are identical for each 

group.

kwm-kw l= P JX m-X ,)+ X f(Pm-Pt) (2)

The formulation o f equation (2) assumes that in the absence o f  discrimination, 

the 'true' wage structure is the male wage structure, Pm, i.e. females would be paid as if  

they were males. The decomposition using the alternative assumption that the 'true' wage 

structure is the female wage structure, p„ is given by,
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lnym-  Iny, = 3f(Xm-X ,)  + Xm(pm-3 () (3)

3.2 Data-Sam ple Selection and Variable Definitions

The data used in this study are from the Quarterly Labour Force Surveys 

(QLFS) for the period from July 1996 to May 2004 conducted by the DCS.4 The 

survey covers the whole island except the Northern and Eastern provinces, which 

were the two most severely affected by the conflict with the separatist Liberation 

Tigers for Tamil Eelam (LTTE) movement during the survey period.5 The survey is 

administered to approximately 4000 housing units per quarter. The sample is 

selected using a two-step stratified random sampling procedure with no 

rotation, and a new random sample is drawn each quarter.6

The selected sample for this study includes all individuals between the 

ages of 18 and 58,7 who were employees in their main occupation of work, who 

were "usually employed" in the previous 12 months,* and who had worked at 

least one hour in the week prior to when the survey was administered.’

4 These years are used because the data are comparable. Links to the QLFS survey schedule are 
available at httD://www.statistics.gov.lk/samplesurvev/index.htm

5 The 2003 survey included the Eastern province and the 2004 survey includes both provinces 
except Mullaitivu and Killinochchi districts in the Northern province; for comparability 
households in the Northern and Eastern provinces have been excluded from the 2003 and 
2004 samples.

4 The QLFS is not a panel

While 55 is the retirement age in Sri Lanka, age 58 was chosen to include many older 
individuals who were still working at that age.

* Defined by the DCS as those who worked for 26 weeks or more during the previous 12 months 
(Gunewardena etal. 2007).
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Individuals who were self-employed or worked with or without pay for a family 

operated farm or business, and agricultural workers and any individuals who 

were currently attending a school or educational institution are excluded from 

the analysis. Households in the 2003 and 2004 samples that are from the 

Northern and Eastern provinces are also excluded from the main analysis in 

order to maintain comparability. The sample includes formal and informal sector 

employees, but sample separation is not possible. Finally, the sample consists of 

only those individuals with non-missing observations on all regressors.

The definition of earnings underlying the gender wage gap used 

throughout the analysis is the log of hourly wages from the main occupation, 

where hourly wages are calculated as earnings in the last month from the main 

occupation divided by the hours usually worked in a month, calculated as 30/7 

times hours usually worked in a given week. Nominal values are converted into 

real terms using the Sri Lanka Consumer Price Index (SLCPI) with a base period of 

1995-1997 (Central Bank of Sri Lanka 2005). ”

Schooling is defined into 5 categories: no schooling and primary 

(reference category), lower secondary, completed GCE O/L, completed GCE A/L 

and post-secondary; age is included separately and is measured in years. Formal 

and informal training are included as dummy variables with no training as the 

reference category. Dummy variables are also included for marital status (1 if 

currently married), ethnicity (Tamil and Moor, with Sinhalese as the reference 

category), regional dummies for 7 provinces for which the data was available 

with the Western province as the reference, and 9 year dummies with 1996 as 

the reference period. Moreover, a second model is estimated which also includes

10 The SLCPI is based on a national consumption basket and includes price information from all 
districts of the country, unlike the previously used Colombo Consumer's Price Index (CCPI), 
and is the price index officially used in updating the poverty line.
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controls for eight major categories of occupations in addition to the other 

variables mentioned above. The reference category of senior officials and 

managers and the second category of professionals correspond to high skilled 

white-collar jobs, while the third and fourth categories of technicians and 

associate professionals and clerks correspond to low-skilled white-collar jobs. 

The last four categories are low-skilled occupations -  sales and service workers, 

craft and related workers, plant and machine operators and those in elementary 

occupations.

3.3 Selectivity Issues

Sample selection bias refers to problems where the dependent variable is 

observed only for a restricted, nonrandom sample. For example, observations on 

hours worked are available only for those who work -  for those whose wage 

exceeds their reservation wage.11 Those working may not form a random 

subgroup of the (sampled) population, but differ systematically in observed and 

unobserved aspects, from those not employed. Not only are there significant 

gender differences in labour supply choices, but it is also possible that non 

participants or part-time workers are actually potential low wage earners. If that 

is the case, then failure to account for participation behaviour is likely to result in 

downward estimates of the gender pay gap.

Female labour force participation in Sri Lanka was about 31% in the 

reference period which is less than half of that of males, and female 

unemployment in the same period was more than twice that of males. The lower 

participation of women coupled with higher unemployment rates raises 

concerns of selectivity bias which can be present in the labour force participation

11 The reservation wage is the lowest wage rate at which a worker would be willing to accept a 
particular type of job.
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choice as well as in the form of selection into wage employment and work 

category (part-time vs. full-time work employment).'

Selectivity correction is necessary when one wishes to make inferences 

about all women of working age rather than just those in the given sample. Wage 

regression results which do not account for selectivity issues should be thus 

interpreted as being conditional on the selected samples. In the absence of 

selectivity correction, the coefficients in the regressions are biased estimates of 

returns to covariates. The term 'returns to endowments' would then reflect 

returns to endowments of the given samples, and not those of the working age 

population in general.

Selectivity-correction techniques for mean regressions are well known, 

although accurate empirical estimation is often difficult due to issues relating to 

identifying instruments or exclusion restrictions. Given the multiple 

employment outcomes possible in the labour market, a method proposed by Lee 

(1983) is used, which extends the Heckman two-step procedure to a multiple 

outcome model using multinomial logit.1* Any explanatory variables that are 

observed only among wage employees are excluded, and thus only Model 1 is 

estimated, which does not include controls for occupation.13

The following possible labour market outcomes are considered for all males and females in 
the sample who are not currently schooling: (1) public sector part-time wage employment, 
(2) public sector full-time wage employment, (3) private sector part-time wage 
employment, (4) private sector full-time wage employment, and (5) no employment and 
agricultural employment.
An explanation of Lee's (1983) selectivity correction methodology and the results of the 
Lee (1983) model are presented in Appendix I of Abayasekara (2009).
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4. Data Analysis and Results

Table 2 provides details of the breakdown of the sample by gender, sector 

and work category for all three age cohorts. We interpret differences by age- 

cohort to be evidence of secular trends. Female shares have increased overtime 

in the pooled sample (both sectors, full-time and part-time), from 25% in the 

oldest cohort, to 30% in the middle cohort and 35% in the youngest cohort. 

Private sector participation has increased especially for female workers, while 

the importance of part-time work for younger females is less than for the middle 

and older cohorts, implying a secular decline. Although public sector part-time 

work accounts for a smaller share in younger cohorts, females continue to 

dominate this sector.14

These individuals are most likely teachers, whose work less than 35 hours a week.
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Table 2
Sample size by sector, age category, work-status and gender

A g e
a n d
w o r k
s t a tu s

P u b l ic  S e c to r P r iv a te  S e c to r T o ta l

M a le F e m a le F e m a le
%

M a le F e m a le F e m a le
%

T o ta l F e m a le
%

F u l l  T im e

18-29 2 .1 7 5 1.080 3 3 % 9 .933 5.353 3 5 % 1.8541 35%

3 0 -4 5 5 ,8 1 8 2 ,963 34 % 1 1 2 9 7 3 .506 2 4 % 2,3584 27%

4 6 -5 8 3 .3 8 0 1.214 26 % 4 ,9 5 4 1.033 17% 1.0581 21%

P a r t  T im e

18-29 112 296 73% 4 8 9 189 2 8 % 1.086 45%

3 0 -4 5 531 1.216 70% 6 6 5 327 3 3 % 2 .7 3 9 56%

4 6 -5 8 311 532 63% 3 0 8 175 3 6 % 1.326 53%

T o ta l 12.327 7,301 37 % 2 7 .6 4 6 10.583 2 8 % 57,857 31 %

Source: Authors' calculations from Q IF S 1996-2004

We next examine raw wage gaps, by examining mean wage gaps and 

visually comparing the wage distribution for males and females (Figure 1). The 

results show considerable variation by age-group, sector and full-time/part-time 

status, supporting our empirical strategy of disaggregation by these categories.

4.1 Raw Wage Distributions and Unconditional Mean Wages

The examination of unconditional (raw) mean wage gaps (Table 6) reveals 

that (1) for the pooled sample, young females earn less than young males 

whereas old females earn more than old males, (2) public sector workers 

experience small wage gaps which are negative (female-favouring) for the 

middle and old age cohorts, and that (3) the gaps are large and positive (male- 

favouring) in the private sector, especially among part-time workers.

Modern Sri Lanka Studies - Vol. V , No. 01 & 02,2014



A Cohort Analysis of Gender Wage Differentials in Sri Lanka: 1996-2004

The estimated mean raw gap in mean log hourly wages is 0.089 (8.9% of 

male wages) for the young cohort and a minute 0.015 (0.15% of male wages) for 

the middle cohort, although this gap is not significantly different from zero. The 

raw gap is a negative value of 0.039 (3.9% of female wages) for the older cohort, 

indicating that older females earn more than older males. This may be due to the 

fact that in Sri Lanka, (the limited number of) females entering the labour force 

before the 1980s, especially those in the public sector, were highly educated 

compared to females of today. The result of high wage gaps among young 

workers is consistent with Dolton et al's (2008) findings for eleven European 

countries, where the raw gender wage gap is largest for the young age group.

Disaggregation by sector and work category reveals mean log wage gaps 

to be very different in the public and private sectors and also between work 

categories. In the public sector, those working part-time of all three age cohorts 

experience small gaps, and these gaps are statistically insignificant at the 5% level 

of significance. Public sector full-time female hourly wages of the middle and old 

cohorts are 6% higher than male hourly wages. This result is consistent with 

other studies done for Sri Lanka (Gunewardena 2008, Gunewardena et at. 2007), 

and is not surprising, given the relatively high productive characteristics of 

females and the possible selection of higher quality females into public sector 

employment. However, this is a unique result for Sri Lanka, the only other similar 

result in the literature being that of the public sector in Italy, where public sector 

mean male log wages are not significantly different from mean female log wages 
(Arulampalam etal. 2006).

The findings are drastically different in the private sector. Part-time gaps 

are as high as 42%, 57% and 62% for the young, middle and old age cohorts 

respectively. The raw gaps for full-time workers, though smaller in magnitude to 

those of part-time workers, are still considerably higher than public sector gaps,
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at 11%, 26% and 38% for the three age cohorts.15 Large private sector raw gaps 

are consistent with the existing Sri Lankan literature. Higher wage gaps among 

part-time workers are also observed in France, Greece, Ireland, Portugal and 

Spain (Dolton et at. 2008). The large gaps in the private sector compared to the 

public sector may be evidence to the fact that greater compliance with equal pay 

legislation is more likely in the public sector. It is also interesting to note that 

private sector wage gaps are largest (smallest) for the old (young) cohort, 

indicating a gradual improvement in gender wage equality conditions in the 

private sector over time.

Figure 1 provides a picture of wages across the entire distribution, rather 

than just at the means.16 Male wage distributions are shown by a solid line and 

female wage distributions by a lighter dotter line. In the pooled sample, the 

female distribution* is bi-modal for the middle and old age cohorts, the female 

distribution is bi-modal. The male distribution lies "within" the female 

distribution, and is characterized by a higher density function around the mode 

and a lower dispersion. Disaggregation by sector and work category (second to 

fourth rows) shows that among full time workers, the female public sector wage 

distribution lies almost entirely to the right of the corresponding male 

distribution while the female private sector distribution lies to the left of the 

private sector male distribution. Gaps are larger for older cohorts and largest 

among private sector part-time workers.

Mean raw wage gaps in the private sector are all significant at the 5% level of significance. 

The density functions in Figure 1 were estimated using an Epanechnikov kernel estimator
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Figure 1

Kernel density functions, by age cohort, sector and work category
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4.2 Descriptive Statistics

Summary statistics of the data17 indicate that females have an advantage 

in endowments of productive or earnings-generating characteristics. A greater 

percentage of females have A/level and post-secondary education compared to 

males in both sectors “ and females have an advantage in formal training in the 

public sector in all three age categories, which may be due to the training 

received by teachers and nurses (Gunewardena et al. 2007). However, in the 

private sector males have higher formal and informal training. With the 

exception of public sector workers of the young cohort, a smaller proportion of 

females are married than male, and the disparity is more apparent in the private 

sector. The majority of both male and female public sector part-time workers of

17 Tables of descriptive statistics are omitted in the interest of space. Descriptions in the text 
correspond to data presented by age, sector and work category in Tables 2,3 ,4 ,5 ,6  and 7 in 
Abayasekara (2009).

Except for post-secondary education among public sector part-time workers in the middle 
age cohort and public sector part-time workers and private sector full-time workers of the 
old cohort, females have a higher level of education than males, and this difference is quite 
large
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the young cohort are professionals (66% and 92% respectively) whereas almost 

half of male public sector full-time workers are sales and service workers and 

34% of females are clerks. A greater proportion of private sector full-time males 

are employed as senior officials and managers and professionals, while over 50% 

of females in the private sector are engaged in craft and related jobs.

4.3 Estimates of Earnings Functions

As a first step toward decomposing gender wage differentials, earnings 

functions are estimated separately for men and women, by age-cohort, sector 

and part-time/full-time status. Two specifications are used. In the first 

specification, the vector of regressors include age in quadratic form, dummy 

variables for education, whether any (formal or informal) training was received, 

ethnicity, marital status, region and year. The second specification also includes 

dummy variables for eight occupational categories. Our preferred estimates are 

the first specification, because occupational choice is arguably endogenous, and 

controlling for occupation can result in an underestimation (overestimation) of 

the gender wage gap.

Earnings functions results13 (Tables 3, 4 and 5) indicate that while men 

and women are rewarded by the labour market for productive characteristics like 

schooling, training and experience (proxied by age), the relative magnitude of 

these rewards differ by age group, sector and work category.

Full-time public sector females of all age groups have higher returns per 

year of schooling at all levels of education, which increase with the level of 

education. Returns to formal training and age are higher for men of the young

1S The regression results discussed and presented here are those of model 1, which does not 
include controls foroccupation.
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and middle cohorts while women are rewarded more than men for being 

married.20 Returns to age and marriage are insignificant for the old cohort. The 

returns to education and to formal and informal training for both male and 

female public sector part-time workers belonging to the young cohort are 

statistically insignificant.

For young and middle part-time workers in the private sector, females 

have higher returns per year of lower and upper secondary schooling than males, 

while the latter have higher returns per year of post-secondary education. 

However, old males in the private sector in both work categories have higher 

returns than females per year of schooling at all levels except post-secondary 

education, which may be a reflection of the better productive characteristics of 

older males compared to older females in the private sector. Females have an 

advantage over males with respect to formal training whereas the result is 

reversed for informal training. While young males experience a marital wage 

premium and positive returns to age, private sector females experience negative 

returns to age and for being married in contrast to the public sector. Returns to 

age are greater for women of the middle cohort in both work categories. The 

impact of age on wages is positive for old men and negative for old women 

working full-time. Full-time private sector females are rewarded for age and for 

being married, but by a lesser amount than their male counterparts.

For all three age cohorts in both sectors, males and females are 

disadvantaged in terms of earnings (they experience negative returns) for being 

located in a province other than the Western province.

20 This surprising result is consistent with Gunewardena (2008) who finds similar results for 
public sector females
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Evidence of selectivity bias is found for male private sector and female 

public sector full-time workers belonging to the middle cohort. However, 

including the number of other household members who are public sector 

employees as an additional instrument” reveals selectivity bias among male 

public sector workers as well.”

” The other instruments used are number of children in the household in three age categories
(younger than six, six to ten and eleven or older) and number of elderly.

” This is consistent with the findings of Gunewardenaeto/. (2007)
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Table 3

Regression Results, Public and Private Sectors, Ages 18-29, 

without occupation controls

V a r ia b l e P u b lic  P f P u b lic  K T P r iv a t e  P T P r iv a te  l-T
M ale F e m a le M a le F e m a le M ale F e m a le M a le F e m a le

L o w e r -0  306 -0  32 9 0 1 13*** 0  272* * 0  063 0 298** 0 0  82*** 0 168**
s e c o n d a ry (0  2 55) 10.388) (0  0 3 2 ) (0  101) (0  054) (0  151) ( 0 0 1 2 ) ( 0 0 1 8 )
C o m p le lc J -0  023 -0 207 0 .1 5 7 * * * 0  478*** 0  138* 0 .3 9 2 * * 0 195*** 0 '129***
CiCE O 'L (0  271) (0  3 52) (0  0  32 ) (0  095) (0 .0S 0) (0  182) (0  0 1 5 ) (0 0 ! 9 )
C o m p le te d -0 .035 -0  201 0  2 0 5*** 0  620*** 0 .3 9 S * " 0 .4 4 7 * * 0 4 5 4 * * * 0  427***
G C E  A /I. (0  249) (0  3 5 2 ) (0  0 3 5 ) (0 0 9 4 ) (0 .1 2 8 ) (0  196) (0  0 1 9 ) (0  0 2 1 )
P o s t-se c o n d a ry 0 0 0 1 -0  07 8 0  5 1 6 * * * 0  S45* ** 0  842* * 0  754** 0  92G*** 0  829***

(0  320) (0  3 57) (0  0 5 9 ) (0  103) (0  374) (0  3 1 3 ) (0  0 4 8 ) (0  0 5 3 )
F o rm a l tra in in g 0 2 0 2 0  0 6 7 0  1 2 8 "  * 0  098*** 0  156** 0 .3  75** 0  150*** 0  0 9 5  —

(0  130) (0  0 6 1 ) (0  0 2 2 ) (0  030) (0  083) (0  153) 1 0 0 1 4 ) ( 0 0 1 5 )
In fo rm al -0  365 0 .3 2 7 -0 .2 5 1 * * * -0  229* 0.233*** -0 131 0  (20**  * 0  046
(m in i ne (0  2S 1) (0  515) (0  0 6 7 ) (0  126), (0  075) (0  2 0 5 ) (0 .0 1 9 ) (0  0 2 8 )
A ge -0  122 0 6 04** 0 104** 0 035 0 06 8 -0 377 0 09 1 * * * 0 0 7 6 * * *

(0  378) (0  246) (0  0  53) (0  093) (0  II 1) (0  2 9 0 ) (0  0 2 4 ) (0 0 2 8 )
A g e  sq u ared 0 0 0 3 -0  0 1 1** -0 002 -0  001 -0  001 0 0 0 7 -0 001 • •* -0 001 *’

(0  0 08) (0  0 05) (0  0 0 1 ) (0  001) (0  002) (0  0  06) (0  0 0 1 ) (0  no i )
T a m il -0  001 0 .0 4 2 -0  2 6 2 * * * 0  056 -0 2 1 1 * * 0 191 -0  090*** -0 039 *

(0  191 ) (0 .1 0 2 ) (0 .0 4 6 ) (0  085) (0 .0 8 6 ) (0  2 05) (0  0 1 6 ) (0  0 2 1 )
M o o r 0 0 6 0 -0  092 0 0 0 7 0  08 0 0 075 0 071 (1 005 0 107**

(0  195) (0  086) (0  0 6 1 ) (0  111) (0  092) (0  2 2 9 ) ( 0 0 1 8 ) (O O IS )
M  a m e d 0 1 5 3 0 158** 0 013 0 109* • • 0 U 7 4 -0  114 0  0  88*** 0  063 —

(0  121) (0  0 6 3 ) (0  0 2 2 ) (0  0 3 1 ) (0  0 5 6 ) (0  1 38) ( 0 0 1 2 ) (0  0 1 6 )
C e n tra l 0 2 9 6 0  08 2 -0  135 * •* -0 143* ** -0  118* -0  229 -0  168*** -

p ro v in c e (0 .2 1 1 ) (0  0 9 1 ) (0  0 3 0 ) (0<M 3) (0 .7 1 0 ) (0 .1 6 6 ) (0  0 9 5 ) 0  187*** 
(0  OKS)

S o u th e rn -0  050 -0  0 2 3 0  0 7 0 * * -0  187* *• -0 .125* -0  2 1 0 -0  120*** -
(0  207) (0  0 9 7 ) (0  0 3 0 ) (0 .0 4 5 ) ( 0 0 7 0 ) (0  2 2 0 ) (0 .0 1 6 ) 0  173 —  

(0  0 1 9 )
N o rth  w este rn 0 0 6 5 -0  004 -0 0 3 7 -0 .173*** -0  182* * -0  261 -0  136*** -

(0  2 00) (0  123) (0  0 3 1 ) (0  045) (0  OS 6) (0 .1 7 4 ) (0  0 1 6 ) 0  134*** 

(0  0 1 9 )
N o rth  cen tra l -0  ISO -0 075 -0  102 *** -0 .0 9 9 *  * -0 .219* -0 .104 -0 .1 5 8 * *  * -

(0 .2 2 2 ) (0  120) (0 .0 3 1 ) (0 .0 5 0 ) (0  115) (0 .2 7 8 ) (0 .0 2 4 ) 0  136 —
(0  0 2 6 )

U vn -0 259 0  065 - 0 .1 2 4 ° -0 .1 8 8 * * -0 2 1 8 * * -0 .3 7 0 -0 .2 0 2  *** -

(0  213) (0  104) (0  0 4 0 ) (0 .0 6 0 ) (0  103) (0 .2 5 7 ) (0 .0 2 6 ) o  n o —  
(0  0 3 3 )

S a b a ra g a n u iw a -0  421* -0 .0 5 5 -0  0 85** 0  187*** -0 .274*** -0 .4 3 4  ** -0  3 73*** -

(0  248) (0 .1 1 9 ) (0 .0 3 3 ) (0  0 52) (0 .0 8 8 ) (0  I7 S ) (0 .0 1 6 ) 0  171***
(0  0 1 9 )

C o n s ta n t 4 103 -5 .303* 1 153 1 392 1 65 9 6 .6 5 9 1 033 *** 1 177 —
(4 6 65) (3  121) (0  6 4 0 ) (1 143) 11 303) (3 4 4 1 ) (0  2S 4) ( 0 3 1 9 )

S a m p le  s iz e 112 296 2 1 7 5 1080 48 9 189 9 9 3 3 5 3 5 3

K ' 0 .2 2 0 .1 7 0  14 0 2 2 0 .0 9 0  15 0  24 0  21

Standard errors in parentheses. * significant at 10%, * * significant at S%, * * * significant at 1%
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Table 4
Regression Results, Public and Private Sectors, Ages 30-45, without occupation controls

V a r ia b le P u b lic  P T P u b lic  F T P r iv a te  P T P r iv a t e  F T
M a le F e m a le M a le ' F e m a le M a le F e m a le M a le F e m a le

L o w e r 0,111 o ^ s * * * 0 .1 6 7  — * 0 3 1 7 * * * 0 .1 1 4 * * 0 .2 1 1 “ 0 .1 3 7 * * * 0 2 4 9 * * *
secondary* 10.115) (0  116) (0  0 1 9 ) (0  0  50) 10.048) (0  103) (0.0121 ( 0 0 2 4 )
C o m p le te d 0 .527 — 0 6 0 3 * ” 0 .3 0 7 * *  * 0 .4 9 2 * * * 0 282*** 0 .4 0 2 * * * 0 .3 4 5 “ * 0  5 29***
GCE O 'L (0 .0 % ) (0  105) (0 .0 1 9 ) (0  0 4 3 ) (0 .0 6 6 ) (0 .1 2 1 ) (0  014) (0 .0 2 6 )
C o m p le te d 0 .540*** 0  62 1 *** 0 .4 8 5 * * * 0 .6 7 0 * * * 0  827*** 0 8 79*** 0  7 2 0 “ * 0 .8 4 1 “ *
G C E  A /L (0 0 9 1 ) (0 .1 0 4 ) (0 .0 2 0 ) (0 .0 4 3 ) (0  105) (0  148) (0 .0 1 8 ) (0 .0 3 0 )
P o st-se co n d ary 0 .7  IS*** O.S28*** 0 9 1 9 * * . 1 .008*** 0 .9 0 4 * * * 1.290*** l .2 0 0 “ * 1 ISO***

(0 0 9 0 ) (0  104) (0  0 2 4 ) (0 .0 4 6 ) (0  163) (0 .2 0 8 ) (0 ,0 3 3 ) (0 .0 6 2 )
F o rm a l tra in in g 0 0 9 0 * “ 0  061*** 0  155 — * 0 .1 5 6 * * * 0 .0 2 3 0 .4 4 2 * * * 0  217*** 0 .1 7 5 “ *

(0 .0 3 1 ) (0 .0 1 7 ) ^ (0 .0 1 4 ) (0 .0 1 8 ) (0 .0 7 2 ) (0 .1 4 0 ) (0 .0 1 4 ) (0 .0 3 0 )
In fo rm al -0 0 9 0 0  01 5 0  04 5 -0  0 2 7 0  126** -0 .5 1 2 * * * 0  162* • • -0 .072
tra in in g (0 1 3 0 ) (0 .2 0 5 ) (0 .0 3 4 ) (0 .0 7 5 ) (0  0 5 7 ) (0  177) (0 .0171 (0 .0 4 8 )
A ge 0 0 7 7 -0 .0 2 4 -0 .0 2 8 -0 .0 1 8 0 .0 9 7 0 1 2 3 0 .0 2 8 0 0 8 4 * *

(0 0 5 9 ) (0 .0 3 4 ) ( 0 0 2 2 ) (0 .0 3 0 ) (0 .0 7 2 ) (0  152) (0  0181 (0 .0 3 5 )
A g e  sq u ire d -0.001 0 0 0 1 0  0 0 1 * 0  0 0 0 -0  001 -0  002 0 .0 0 0 -0.001 * *

(0 .0 0 1 ) (0 .0 0 0 ) (0 .0 0 0 ) (0 .0 0 0 ) (0 .0 0 1 ) (0  0 0 2 ) (0 .0 0 0 ) (0 .0 0 0 )
Tamil -0 0 6 9 -0  0 3 8 -0  1 14*** 0 .0 1 9 -0  100 0 3 4 7 * -0  088* *• 0 .034

(0 0 6 1 ) (0 .0 3 7 ) (0 .0 3 3 ) (0 .0 4 8 ) (0 .0 7 9 ) (0  2 0 7 ) (0 .0 1 6 ) (0 .0 3 3 )

M o o r 0 0 0 2 0 .052 0 .0 9 7 * * * 0  172 — 0 .1 4 2 * 0.002 0 .0 2 0 0.075
(0  0 6 0 ) (0  035) ( 0 0 3 6 ) (0  0  58 ) (0 .0 7 3 ) (0  195) (0 .0 1 8 ) (0 .0 6 3 )

M arried 0 0 6 9 0 105*** 0 .0 7 4 “** 0 1 2 1 * * - 0  113** 0 0 5 6 0.11 |* * « 0 0 S 5 * * *
(0 0 4 4 ) (0  0 26) (0 .0 1 8 ) (0 .0 1 9 ) (0 .0 5 2 ) (0 .0 9 6 ) (0  0 1 3 ) (0 .0 1 9 )

C o i l r a l -0,052 -0  044* -0  143*** -0 .1 3 7  — -0  243*** -0 .2 7 5 “ -0 .202*  «• -0  2 8 9 * * *
p ro v in ce (0  0 5 0 ) (0  0 27) (0 0 1 8 ) (0 .0 2 5 ) ( 0 0 5 5 ) (0  132) (0 .0151 (0  0 2 9 )
S o u th e rn -0 .109** -0 .076*** -0 .1 8 2  *** - 0 .1 2 0 — -0 .0 9 8 * -0 .063 -0  1 8 7 * •• -0 .3 3 6 *  **

(0 .0 5 1 ) (0  0 2 6 ) (0  0 1 7 ) (0  0 2 4 ) (0 .0 5 9 ) (0 .1 4 0 ) 1 0 .0 IS ) (0 .0 3 1 )
N o r th  w estern -0 .099* -0  088*** -0  0 9 7  * * • - 0 .1 3 7 — -0 .2 5 7 *  ** -0 .156 -0 .1 7 0 “ * -0  2 6 8 * * *

(0 0 5 6 ) (0  031) (0  0 1 9 ) (0  0 2 7 ) (0  0 6 1 ) (0  126) (0  0 16) ( 0 0 3 1 )
N o rth  cen tra l - -0 .263*** -0  1S 7— * -0  174*** -0  136 0 4 8 4 * -0  170* • • 0 1 9 4 * * *

0 1 2 0 * * * (0  0 3 5 ) (0  0 2 0 ) (0 .0 3 1 ) (0 .0 9 3 ) (0  265) (0  0 2 5 ) (0  0 4 9 )

U va -0  130— -0  089*** -0 .2 5 4 * * * - 0 .2 0 2 — -0 .3 6 1 * * * -0 .5 4 7 “ -0 .2 7 6 *  • • -0  2 8 9 * * *
(0 0 6 0 ) (0  0 32) (0  0 2 4 ) (0  0 3 4 ) (0  0 7 8 ) (0 .2 4 6 ) (0  0 2 3 ) (0 .0 4 4 )

S a ta ra g a m u w a -0 .112* -0  034 -0  195*** 0  159 — -0 .3 2 9 *  ** -0 .4 5 6 *  ** -0 .4 2 6 “ * -0 3 3 1 * * *
(0 0 6 4 ) (0 .0 3 3 ) (0 .0 2 1 ) (0 .0 2 8 ) (0  0 7 3 ) (0  121) (0  0 1 6 ) (0 .0 3 2 )

C o n  si am 1 131 2.904*** 2 .9 7 8 * * * 2 4  5 6 — 0  8 2 0 0 1 9 1 1,898*** 0 6 7 3
(1 .0 8 3 ) (0 .6 3 6 ) (0 .6 4 0 ) (0 .5 6 1 ) (1 .3 4 2 ) (2  811) (0  3 34) ( 0 6 3 4 )

S a m p le  size 531 1216 5818 2 9 6 3 665 3 2 7 1 1297 3506
R J 0.28 0.27 0.31  • 0 .2 9 0.23 034" 0 .33 0 .3 5

Standard errors in parentheses. * significant at 10%, * * significant at S%, * * * significant at 1%
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Table 5

Regression Results, Public and Private Sectors, Ages 46-58, without occupation controls

V a r ia b le P u b lic  P T P u b lic  F T P r iv a te  P T P r iv a te  F T

M ale F e m a le M a le F e m a le M a le F em  a te M ale F e m a le
L o w er
s e c o n d a ry

0 0 8 5  
(0 .1 2 0 )

0  719*** 
(0  175)

0  170*** 
(0 .0 2 5 )

0 .3 8 3  * * •  
(0  0 6 6 ) '

0  06 4  
(0  0 8 3 )

0  0 5 8  
(0  168)

0  ISO*** 
(0  0 19)

0  277*** 
(0  050)

C o m p le te d  
G C E  O /L  
C o m p le te d  
G C E  A /L  
P o st-se co n d ary

0 .52 5 * * *  
(0 .0 9 1 ) 
0 6 2 2 * * *  
(0  088) 
0 .8 2 0 *  •* 
(0  0 8 7 )

0  855*** 
(0  161)
0  874* ** 
(0  160) 
1 .024*** 
( 0  159)

0 .3 7 5 * * *  
(0 .0 2 2 )  
0 6 0 7 * * *  

(0  0 2 5 )
0 .9 4 3  •* *

(0  0 2 9 )

0  6 8 2 * * *  
(0 .0 5 6 )  
0 .8 8 3 * * *  
(0  0 5 8 )  
1 .175*** 
(0 .0 6 2 )

0  300 * * *  
(0  112)
0  7 8 9 * * *  
(0  2 28 ) 
1 .306*** 
(0 .2 2 4 )

-0  031 
(0 .1 6 2 )  
0 .4 5 0  
(0  3 3 2 )  
1 .347*** 
(0 .3 2 7 )

0  379*** 
(0  020)
0  769*** 
(0  031) 
1.272*** 
(0 .0 5 8 )

0 .5 4 1*** 
(0 .0 5 1 )
1 111*** 
(0  075) 
1.974* ** 
(0  157)

F o rm a l tra in in g

In fo rm al
tro in in u

0 .1 1 4 *  ** 
(0  0 4 0 ) 
-0 .072  
(0  151)

0 .0 3 0  
(0 .0 3 5 ) 
-0 .1 9 2  
(0  193)

0 .1 7 0 * * *
( 0 0 1 9 )
0  043 
(0  0 5 0 )

0  128** * 
(0 .0 3 0 )  
0 .061 
(0  174)

0  156 
(0  130) 
0 .2 0 7 * *  
(0  0 8 9 )

0 .681 *** 
(0 .2 1 6 )  
0 2 4 1  
(0 .3 2 6 )

0 .305* ** 
(0  025) 
0 .178***  
(0  0 28)

0  254*** 
(0  076) 
0 .1 0 0  
(0 .1 0 4 )

A g e -0 .022 
(0. I M )

0 .2 1 0  
( 0  142)

-0 .041 
(0  0 6 9 )

-0  09 8  
(0  120)

0 .3 6 8  
(0  2 6 9 )

- 0 7 8 7  *■ 
(0 .5 4 3 )

0  121* 
(0  0 66)

-0 4 1 4 * *  
(0  169)

A g e  squared  

T a m il

0 .001 
( 0 0 0 2 )  
-0 .138 
(0  104)

-0 .0 0 2
(0 .0 0 1 )

0 .0 0 3
(0 .0 8 6 )

0 .001 
(0 .0 0 1 )
-0  2 1 7 * * *  

(0  0 4 5 )

0 .001 
(0 .0 0 1 )  
0 .0 1 9  
(0  0 8 7 )

-0.0(14 
(0  0 0 3 )  
-0 .2 0 1 *  
(0 .1 1 7 )

0 0 0 8
(0 .0 0 5 )
0 .4 2 0 * *
(0 .2 0 7 )

-OOOI* 
(0 0 0 1 )  
-0  041* 
(0 0 3 7 )

0  004** 
(0  002) 
-0  025 
( 0 0 5 7 )

M o o r -0 .1 5 6 * *
(0 .0 7 8 )

-0  041 
(0  118)

-0  03 5  
(0 .0 5 0 )

0 .2 8 4  * * •  
(0 .1 0 4 )

0 .1 8 4
(0 .1 3 9 )

0 .2 8 7
(0 .2 5 1 )

0 .0 2 9
(0 .0 1 8 )

0 .2 5 4 * *
(0 .1 0 3 )

M arried

C e n tra l

p ro v in c e

0 0 1 2  
(0 .1 0 6 ) ■ 
0 1 6 2 * * *
(0  062)

0 0 2 7  
(0 .0 4 6 ) 
0 .051*  

(0  0 51)

0  04 9  
(0  0 4 7 )

-0  1 75** * 
(0 .0 2 4 )

0 .1 2 9 * * *
(0 .0 3 3 )
-0  2 25*** 

(0 .0 3 3 )

0  00 8  
(0 .1 0 4 )  
-0  011

(0 .0 9 6 )

0  198*
(0  119)
-0 .4 5 4 * * *

(0 .1 6 0 )

0 .16 2 * * *
(0 .0 2 9 )
•0  188* **

(0 .0 2 2 )

0 .169*  • •  
(0 .0 3 7 )
-0  274*** 

(0  0S6)

S o u th e rn 0 0 1 8  
(0  058)

-0 .0 3 4
(0 0 4 8 )

-0  2 0 2***  
(0  0 2 3 )

-U .IS 4***  
{0 0 3 9 )

0 .0 4 9  
(0  0 8 9 )

-0 .370**  
(0  185)

-0  194* ** 
(0 .0 2 3 )

-0  190*** 
(0 .0 6 1 )

N o rth  w estern  

N o rth  cen tra l

-0  065 
(0 0 7 0 )  
0 .0 3 8  
(0 .0 8 3 )

0 .0 2 2  
(0 .0 6 1 ) 
-0 .188*  * 
(0 .0 1 6 )

-0  186** *
(0  0  26)
-0  294 * •*  
(0 .0 3 0 )

-0  156*** 
(0 .0 4 3 )
-0  3 36*** 
(0 .0 5 5 )

-0  033 
(0 .1 0 3 )  
0.311 
(0 .1 9 3 )

-0 369** 

(0  175) 
0 .132  
(0 .3 8 0 )

-0  120*** 
(0 .0 2 5 )  

-0  227*** 
(0  042)

-0  183***
(0  059) 
0 .0 7 5  
(0  126)

Uxtt 0 .0 4 2
(0 .0 7 7 )

0 .0 3 8  
(0  070)

-0  288***  
(0  0 3 3 )

-0  2 09*** 
(0  0 6 1 )

0  1 10 
(0  168)

-0 291 
(0 .3 7 6 )

-0 32 S* * * 
(0 .0 3 6 )

-0  246* ** 
(0  095)

S a b a ra g a m u w a

C o n s ta n t

0 ,0 4 2
(0 .0 7 5 )
3 .1 6 3
(4 .2 3 2 )

-0 .145*  * 
(0 .0 5 7 ) 
-3  195 
(3  630)

-0  2 00*** 
(0 .0 2 9 )
3 597**
(1 7 7 3 )

0  177** *
(0 .0 4 6 )  
4 .5 9 3  
(3 0 6 3 )

-0 .0 4 2  
(0  105) 
-6 .3 0 5  
(6  9 3 8 )

-0  442** 
(0  183) 
21 877 
(1 3  896)

-0 .336***  
(0  024) 
-0 .5 5 3  
(1 705)

-0 .273*** 
(0 .0 6 1 ) 
12.758*** 
(4  322)

S a m p le  s ize 31 1 532 3 3 8 0 1214 308 175 4954 1033

R ' 0 .38 0  18 0 3 7 0 3 9 0  19 0 .2 8 0 31 0 .39

Standard errors in parentheses. * significant at 10%, “ significant at 5%, * * * significant at 1%

4.3 Decomposition Results

In order to decompose the differences in the raw wage distribution into 

differences in characteristics (attributes) and differences in the coefficients (returns),
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the Oaxaca-Blinder (1973) decomposition is applied to estimates derived from the mean 

regressions (Table 6).23 Decompositions are performed forthe entire (pooled) sample as 

well as according to sector and work category, separately for each age cohort. A positive 

gap indicates that male wages are higher than female, and a negative gap indicates that 

female wages are higher than male. The 'unexplained' wage gap is the part of the gap 

that remains once covariates are controlled for, i.e. the measure of discrimination. It is 

presented in both its forms, i.e. evaluated at male characteristics [Xm(Pm-3,)] (presented 

in the second and fifth columns) and at female characteristics [X,(3m-3,)] (presented in 

the third and sixth columns). The interpretation of the estimated wage gap when 

evaluated at male (female) characteristics is the difference between the actual 

male (female) wage distribution and the male (female) distribution if males 

(females) were paid like females (males), or on the other hand, if females (males) 

had the identical characteristics as males (females), but were still paid like 

females (males).

The results indicate that women are underpaid, in both public and private 

sectors in all age cohorts, and in the absence of discrimination would earn more 

on average than men because of their better productive endowments. This is 

indicated by the positive 'unexplained' gaps, implying that regardless of whether 

females are paid more or less than males, they are underpaid, i.e., they are paid 

less than they should be given their productive characteristics. These findings are 

consistent with previous Sri Lankan studies and similar to Montenegro (2001) for 

Chile and Sakellariou (2004) forthe Philippines.

Table 6 indicates that in the pooled sample, once characteristics are 

controlled for, the unexplained mean wage gap is significantly positive (male 

favouring), even where the raw gap was negative, for the younger cohort. For the 

middle cohort, even though the raw wage gap was insignificant, a large

23 Results in Table 6 are based on the specification that excludes controls for occupation.
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unexplained gap is evident. However, for the oldest age cohort indicate that the 

negative (female favouring) raw gap is attributed to higher returns to (higher) 

endowments among females. These results are similar to those for Finland, 

France and Spain, where for both categories of workers women seem to be 

better endowed than men (Dolton etal. 2008).

Among all three age cohorts, unexplained wage gaps are largest for those 

working part-time in the private sector, implying this group faces the largest 

discrimination. However, among full-time workers, within the young cohort, 

public sector workers experience larger unexplained gaps than their private 

sector counterparts. This is in contrast to the other two age cohorts, where public 

sector full-time workers while facing negative or female-favouring raw wage 

gaps experience minute unexplained gaps, which are much less than the private 

sector gaps. Given that young females have a substantial advantage over males in 

terms of endowments, this result can be interpreted to mean that young females 

in full-time work in the public sector are underpaid. On the other hand, the 

unexplained gap (discrimination) for part-time workers in the private sector is 

largest for the middle cohort, though the raw wage gap is largest for older 

workers. However, discrimination is highest for old full-time workers in the 

private sector and smallest for the young cohort for both part-time and full-time 

workers. Thus, it appears that though still larger in magnitude, discrimination in 

the private sector, in particular for full-time workers, has declined marginally 

over time, whereas young female public sector full-time workers face more 

discrimination than middle and old cohort workers.

" This result is due to better endowments of part-time females in the middle cohort compared 
to those of the old cohort.

” The large male favouring gaps and discrimination among the old cohort for full-time workers 
in the private sector is partly due to better endowments among males compared to females, a 
result not observed for other decompositions.
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The figures in the last two columns of table 6 give the proportion of the 

raw wage gap that is due to differences in returns as a percentage. This indicates 

that in the pooled sample for the young cohort, over 100 percent of the gap 

(approximately 175%) is due to the existence of "discrimination" -  in the absence 

of "discrimination", young females would earn more than young males. The 

estimates for the old cohort are much higher at 370% when evaluated at male 

characteristics. These results are consistent with previous results for Sri Lanka 

(Ajwad and Kurukulasuriya 2002, Gunewardena 2002, Gunewardena etal. 2007) 

and similar to Blau and Kahn's (2003) results for UK, New Zealand, Bulgaria, 

Israel, Poland and Slovenia. When the sample is disaggregated by sector, there 

appears to be a substantial amount of discrimination among public sector full­

time workers belonging to the young cohort.

Table 6

Gender Gap as a Percentage of Male Gap & Percentage Raw Gap Unexplained
S a m p le G a p a s %  o l 'M a le  W a g e s U n e x p la in e d  a s a  % o l 'R a w

R a w  G a p U n e x p la in e d  G a p  

M a le  C h *  F e m a le  C h *

R a w  G a p U n e x p la in e d  G a p  

M a l e C h *  F a n  a le  C h *

P o o la j  18-29 3 3 5 8 6  0 100 1 7 3 .0 178 7

P o o le d  3 0 -4 5 5 3 7 .5 - - -

P o o le d '4 6 -5 8 -1 .3 - 5 .0 -3 .2 100 3 7 2 .5 2 4 0  0

A g e s  1 8 -2 9  
P u b lic  F u ll t im e 1 7 5  3 8  8 10 0 3 1 0 2 5 1 4  3

P r iv a te  P a r t  t im e 1 5 .0 1 8 9 2 0  3 100 1 2 6 2 1 3 5  3
P r iv a te  F u ll- t im e 4  1 4  8 5  1 100 1 1 7 8 123 4

A g e s  3 0 -4 5  
P u b lic  F u ll t im e -1 9 -2 .5 -2 .1 1 0 0 133.3 112 3
P r iv a te  P a r t  lim e 1 9 8 2 2 .0 24 0 100 II  1 1 121 3

P r iv a te  F u ll- t im e 9 2 1 0 2 11.4 100 110.9 12 4  1

A g e s  4 6 -5 8  
P u b lic  F u ll t im e -1 8 -2  0 -1 6 too 1 1 3 8 S 7  9

P r iv a te  P a r t t im e 21 3 21 9 1 7 0 100 103.1 8 0  2
P r iv a te  F u ll- t im e 1 3 9 11 6 II  3 100 8 4 .0 S I  4

Note: this table provides unexplained wage gaps for model 1 which excludes controls for 
occupation-indicates that the wage gaps are insignificant 
Public sector part-times wage gaps are insignificant 
* Ch denotes 'characteristics'
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Many of the results discussed previously do not change after including 

controls for occupation: (1) women continue to be underpaid (men overpaid) 

throughout the overall distribution, (2) and estimated wage gaps continue to be 

larger than raw wage gaps,26 indicating that in the absence of discrimination 

women would earn more than men, even after controlling for occupation. 

However, unexplained (estimated) wage gaps are larger when occupation is 

controlled fo r  except for public sector full-time workers in the young cohort and 

private sector full-time workers in the old cohort.

Higher conditional wage gaps with controls for occupation is consistent 

with the idea of females selecting into occupations that reward their 

characteristics better, and is not consistent with the more generally observed 

explanation of occupational segregation17 where females are tracked into lower 

paying occupations and industries. Therefore, it appears that while the majority 

of Sri Lankan women are able to choose occupations in which their (better) 

characteristics are rewarded better, within these broad occupational categories 

or occupations they continue to be underpaid. The larger disparity within, rather 

than between occupations can be explained by the fact that men hold jobs that 

better pay within these occupations or industries (Gunewardena etal. 2007). For 

example, while 71% of school teachers and garment industry employees are 

female, only 21% of school principals and 26% of employees in administrative 

positions in the garment industry are women (Department of Census and 

Statistics 2001, Sri Lanka Bureau of Foreign Employment 2002).

“  Except for private sector full-time workers in the old cohort
17 Occupational segregation (by gender) is the concentration of females in particular types of

(low paying) jobs
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It is interesting to note that the two decompositions for which this result 

(higher unexplained gaps when occupation controls are included) does not hold 

-  young public sector and old private sector full-time workers -  are the two 

groups of female workers experiencing the largest amount of discrimination 

relative to their other full-time counterparts. These findings thus suggest that 

the high level of discrimination faced by these workers may be partly attributable 

to occupational segregation.2*

5. Conclusion

We expected that private sector wage gaps in both work categories 

indicate a gradual improvement in relative female wages over time, shown by 

decreasing raw wage gaps for younger cohorts. However this situation is 

reversed in the public sector, where females in the young age cohort experience 

the highest wage gap.

Conditional wage gaps indicate that women are underpaid (men 

overpaid) in both sectors within all age cohorts, and that all cohorts in the public 

sector and the young and middle cohorts in the private sector would earn more 

on average than men in the absence of discrimination because of better 

productive endowments. This indicates that despite superior characteristics, 

women are disadvantaged in the labour market.

Conditional wage gaps are smaller for most of the decompositions 

(though still larger than unconditional wage gaps) when occupation is excluded 

from the regression, which is consistent with females selecting into occupations

a This idea is confirmed by the descriptive statistics (see section 4.2), where 34% of young 
public sector full-time females are clerks, and old private sector full-time females dominate 
elementary occupations.
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that better reward their characteristics, and is not consistent with the concept of 
occupational segregation.

However, conditional wage gaps are larger with no occupational controls 

for young public sector and old private sector full-time workers. This implies that 

part of the (high) amount of discrimination faced by these women can be 

explained by occupational segregation, which can be due to either the tracking of 

women into lower paying jobs, or women themselves choosing to remain in 

convenient (and low-paying) jobs.

Interpretations of these results are conditional on the selected sample 

used in this study, but some tentative explanations for the results and policy 

implications can be suggested. Firstly, in all samples except old private sector full­

time workers, conditional wage gaps are larger than unconditional wage gaps. 

Two explanations are feasible. One is the existence of discrimination, either "in 

favour" of men or actively "against" women. The other relates to model 

specification. As Gunewardena et at. (2007) point out, one can argue that the 

model suffers from omitted variable bias; for example that raw ability is not 

accounted for, if one defines ability as including characteristics that enable men 

to compete better in the labour market, specially in a society like Sri Lanka where 

women have less mobility and a greater responsibility for child-rearing, which 

restricts them from working late hours, traveling on the job, moving to areas with 

better-paying jobs etc. These factors cause women to be paid less for a variety of 

reasons (they do not get hired into better-paying jobs, they are disregarded fo; 

promotion, or they self-select into convenient, but low-paying jobs etc.).

Thus, important policy implications involve going beyond the standard 

policies to improve womens' productive characteristics (which in present day Sri 

Lanka would refer to increasing womens' human capital in science and
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technology related fields where they still lag behind at tertiary education level), 

to policies that endorse gender equity in hiring and in the workplace (compliance 

with maternity leave regulations, introduction of parental leave, day-care 

centers at the workplace) which in turn will reduce intermittent female labour 

force participation and thereby enhance their human capital characteristics.” 

However such policies would not be fully effective unless they go beyond the 

market place into the household30 in order to enable women to access the 

characteristics necessary to compete better in the labour market.

The second important finding of this study is that the magnitude of the 

gender wage gap changes significantly depending on the age group, sector and 

work category. Anti-discrimination policies should first target young public 

sector full-time females, private sector part-time female workers, especially 

middle-aged workers, and also older full-time females who face relatively high 

discrimination compared to their public sector counterparts.

However, this study does find evidence of occupational segregation as 

being partly responsible for high discrimination among young public sector and 

old private sector workers, hence re-emphasizing the need of policies that seek 

to remove existing barriers (discriminatory preferences, low mobility of women) 

which lead to the concentration of these women in low-paying jobs.

“ The findings of Plasman and Sissoko (2004) who study gender wage differentials in 5 
European countries support the conclusion that within states providing protection, 
generous leave benefits and public support for child care, women are encouraged to invest 
more in their human capital characteristics, which reduces gender differences in 
endowments and thereby the wage gap.

30 This refers to gender equity in the household in terms of sharing family responsibilities 
equitably
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