Hacienda Piiblica Espariola/Review of Public Economics 235-(4/2020)

O|O0O0#eE0 0 © 2020, Instituto de Estudios Fiscales
Ol lnlloedll ] | O https://dx.doi.org/10.7866/HPE-RPE.20.4.1
5l [0

INTRODUCTION
Special Issue “On Gender Perspectives in Public Economics”

ALESSANDRA CASARICO and PAOLA PROFETA
Bocconi University, CESIfo and Dondena

Received: March, 2020
Accepted: April, 2020

1. Introduction

Gender gaps are still wide. Data recently published by Eurostat (2020) testify that, de-
spite progress, equality is yet to be reached. This holds both in the labour market and in
politics, where progress has been much slower. According to the World Economic Forum
(2020), the world as a whole has closed only 58% of the gender gap in economic participa-
tion and opportunities; the corresponding number for political empowerment is 25%. The
staggering progress in female empowerment in the labour market is in stark contrast with
women having caught up, and in most instances overtaken, men in educational attainment:
in the EU-27, the share of women with tertiary education in the 30-34 age group is 45%;
the share of men is 34%. Differences in the labour market perpetuate themselves also after
retirement, when the share of women at risk of poverty surpasses that of men. According to
the OECD (2019), the average old-age poverty rates for women and men in the OECD equal
15.7% and 10.3%, respectively. Lower earnings-related pension income and longer life ex-
pectancy are among the main drivers of higher poverty incidence among women than among
men. This is not all: gaps in financial literacy between men and women make the latter more
prone to low income risk, since they are less equipped to adequately provide for themselves
during old age.

The literature has long debated the causes and consequences of gender gaps and has
focused on the identification of potential policies to address them (see Casarico and Profeta,
2015).

2. Why do we observe gender inequality?

Evidence on the extent of gender wage gaps and their evolution over time is abundant
(for cross-country evidence see, for example, Olivetti and Petrongolo, 2016; for the US Gol-
din, 2006 and Blau and Kahn, 2017). Demand-side factors, such as taste or statistical dis-
crimination, and supply-side factors, such as productivity differences due to human capital
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accumulation and work effort of women relative to men, are among the explanations for the
presence of gender wage gaps surveyed in Altonji and Blank (1999)'. Given the large inroads
of women in education (see Casarico et al., 2016) and the increase in their labour market
experience, recent explanations of the persistent gap in pay focus on the role of gender cul-
ture and social norms (Fernandez, 2007; Campa et al., 2011), as well as on differences in
psychological traits (Bertrand, 2011; Azmat and Petrongolo, 2014). Such outcomes do not
depend only on the characteristics and behaviour of workers, but also on those of the firms,
which employ them. Firm-related gender wage differences can show up through labour mar-
ket segmentation of women into firms with lower pay rates. In addition, women may show
lower bargaining power compared to men working at the same firm, because they negotiate
less aggressively, and hence face different standards of promotion, even when wages tend to
be equal within the same occupations.” Firms’ behaviour interacts with household choices
and can deliver a spiral of self-fulfilling expectations according to which firms think women
will work less and will pay them less, household will find it optimal to attribute a larger share
of household chores to women, who will consequently work less.

Moving to political empowerment, female under-representation in politics may result
from different obstacles in a multi-step ladder process of political recruitment. First, women
may not be willing to or may not be interested in competing for political seats, for instance
due to time constraints associated with child care duties (e.g., Schlozman et al., 1994), lack
of self-confidence or external encouragement (Fox and Lawless, 2004) or lower returns on
the political market (Julio and Tavares, 2017). Second, parties, in their role of gatekeep-
ers, may not choose women as candidates (e.g., Kunovich and Paxton, 2005; Profeta and
Woodhouse, 2018). Third, voters may be biased against female candidates and not cast votes
for them (e.g., Schwindt-Bayer et al., 2010; Black and Erickson, 2003). Irrespective of the
relative importance of these explanations, the literature has proposed many reasons why
achieving higher female political empowerment should rank high in the policy agenda. Fe-
male politicians appear less corrupt and show higher cooperation and team working skills;
female participation in politics create role models for other women, who may decide to
pursue a political career; a gender-balanced political body may impact public policy and the
allocation of resources across different programs. Exploiting random allocation of wom-
en-reserved seats, the pioneer study by Chattopadhyay and Duflo (2004) find that female
leaders in India allocate more resources to investments that are more relevant to their own
gender, suggesting that descriptive representation involves also substantial representation.
Other studies have explored the relationship between the gender of politicians and policy
decisions in developed countries, though results are less conclusive (see Hessami and Lopes
da Fonseca, 2020, for a review). In a recent paper, Casarico et al. (2019) find no significant
differences in expenditures and revenues by male and female mayors, although heterogeneity
by composition of the political body at municipal level, by electoral rules to elect a mayor,
and by the presence of constraints on resources imposed by the central government matter. In
contrast, Ferreira and Gyourko (2014) find that female mayors in US cities have no impact
on municipal spending, employment and crime rates. Bagues and Campa (2019) find that
the gender of Spanish municipal councilors does not bring about more expenditure on issues
women care about the most.
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3. How can gender inequality be addressed?

Public policies are used to address gender inequality. They include childcare, maternity,
paternity and parental leaves, fiscal policies, labor market interventions, affirmative action
and gender quotas.

The role of public policies to improve gender equality both in the labor market and in the
political sphere has been largely investigated by the existing literature (see Profeta, 2020 for
a comprehensive analysis).

Both cross-country regressions and micro-level studies provide evidence of a positive
role of family policies in promoting female employment and reducing gender gaps in the la-
bour market (Olivetti and Petrongolo 2017). While maternity and parental leave seem to have
a nonlinear relationship with female employment (increasing up to approximately 50 weeks
of leave and then declining), formal childcare have clear positive and significant effects on
maternal employment.® Flexible work arrangements have also proved to play a relevant role:
flexibility of place and time of work for a limited time of the weekly work activity (for ex-
ample, one day per week) promotes work-life balance, with effects which are particularly
positive, though not exclusively, for women (Angelici and Profeta, 2020).

Moving to the reduction of the glass ceiling, gender quotas play an important role to
accelerate progress towards economic gender equality and to promote female empowerment.
Several countries have introduced gender quotas for board of directors, starting from Nor-
way in 2005. The introduction of board gender quotas is associated with an increase of the
share of women in decision-making positions, but also with a better selection process, which
increases the quality of all members of the board and induces positive effects on the stock
market (see Ferrari et al., 2018 for the case of Italy and Profeta et al., 2014).

Gender quotas are a widespread policy tool also to strengthen female political representa-
tion. Some countries legislate quotas in candidate lists; others have voluntary quotas at party
level. When legislated quotas are present, they are often set at different levels, generally
between a third and a half of the list (Gender Quota Database).

Gender quotas are a much debated policy tool. The main objection to the use of this
instrument is that it does not obey to meritocracy, thus less qualified individuals who will per-
form poorly are elected and a loss of efficiency (Holzer and Neumark, 2000) can be expected.
However, running counter the expectation that quotas worsen the pool of elected politicians,
Baltrunaite et al. (2014) show that in Italy the quality of elected politicians improved in
municipalities, which voted with gender quotas on candidate list. A similar result is shown
in Besley et al. (2017) for Sweden. Gender quotas also helped to reduce the average age of
politicians (Baltrunaite et al., 2015). As to the effects of gender quotas on female empow-
erment, they have proved effective in raising female representation in local politics in Italy,
for instance (De Paola et al., 2010), but they have been less successful in Spain (Bagues and
Esteve-Volart, 2012; Bagues and Campa, 2018; Casas-Arce and Saiz, 2015).
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While gender quotas act directly on party behaviour, the underrepresentation of women
may come from voters’ choices. Baltrunaite et al. (2019) analyse a policy bundle introduced
in Italy in 2012: gender quotas on candidate lists and double preference voting conditioned
on gender, whereby voters can express two preferences rather than one, provided that votes
are cast for candidates of different gender. The law targets all Italian municipalities with more
than 5,000 residents, and they use this threshold to understand whether municipalities just
below or above it behave differently in terms of share of women being elected to the munic-
ipal council. The authors find that the policy leads to an 18 percentage point increase in the
share of elected female politicians, and that double preference voting plays an important role
in promoting female political empowerment.

4. This special issue

The papers in this issue contribute to deepen our knowledge both on the why question,
and on the how question, by providing new evidence on critical areas where gender gaps
show up.

The selection of papers included in this issue starts from the research area related to ac-
cess and participation to the labour market.

In “Gender Gap and Multiple Choice Exams in Public Selection Processes”, Conde-
Ruiz, Ganuza and Garcia explore the role of multiple choice tests as tools the public sector
adopt to select and recruit employees. Empirical and experimental literature has found ev-
idence that females skip more questions, with negative consequences on their performance
and, thus, chances to be hired. Using data of the Spanish MIR (Medico Interno Residente)
national exam of 2019, they investigate if gender differences in behaviour arise. Since these
are high-stakes tests, whose outcome affects the long-term opportunities of test takers, it is
important to assess whether the way these tests are designed is systematically biased against
one gender. They find that when a female prepares intensively and trains for the test, although
she skips more questions than men, the effect is significantly smaller than what shown in
existing literature.

There is evidence that both horizontal and vertical segregation are important labour mar-
ket phenomena for women. Less is known on gender differences in skill mismatches in the
labour market, which are important aspects in order to design appropriate labour market
policy responses. In “Gender Differences and Skill Mismatches”, Moro-Egido analyses to
what extent skill and qualification mismatches are related, distinguishing by gender. She
finds that there are important differences by gender: past skill mismatches are more relevant
for current over-skilling for men, while qualification mismatches matter more for women.
She also shows that country differences only remain for women, when controlling for other
characteristics.

In all European countries, part-time workers are predominantly female. While part-time
often facilitates women’s participation to the labour market, its costs in terms of earnings
and career prospects are known. In “European Part-time Workers’ Health and Well-being
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in Times of Crisis. The Case of Female Part-timers”, Merino-Llorente and Somarriba Are-
chavala focus on the less known health and well-being implications of part-time, in a gen-
der perspective. They find that female part-time workers display lower levels of health and
well-being compared to men in the EU28. They highlight that factors such as the nature of
the work —whether manual or not—, difficulty in making ends meet, perceived job insecurity,
social support and work-life balance play an essential role in levels of female part-timers’
health and well-being. Their analysis has policy implications: changes in public policies de-
signed to improve working conditions (better schedules and a greater presence of non-man-
ual skilled jobs) coupled with changes in family policy, could play a key role in reducing
gender differences.

Going further into the analysis of the role of public policy, in “Tax-benefit Systems and
Gender Gap. An Across-Europe Study”, Fuenmayor, Granell and Savall Morera focus on
gender inequality as measured by the gender income gap, shifting from earnings to dispos-
able income as indicator of available resources.*

Their aim is to quantify the effect that each policy of the tax-benefit system has on the
gender income gap, focusing on all countries of the European Union. They provide evidence
that public intervention through tax-benefit policies can contribute to a reduction in the gen-
der income gap. They also endorse the idea that social inequality declines with a decrease
in the gender income gap, indicating that progress in the reduction of gender inequality also
implies improvements in overall inequality.

The implementation of public policy very much depends on the political agenda. As
discussed previously, the evidence on the impact of gender on public policies is still mixed.
In “Women’s Preferences for Social Spending: Theory and Evidence from Spanish Political
Representatives”, Andina-Diaz, Penalva-Planelles and Socorro Puy contribute to this litera-
ture by analysing whether political representatives —namely, Spanish legislators during the
IX Spanish Legislature (2008-2011)— have gendered preferences for social policies. They
show that gender differences arise in the national chambers and within the right-wing party,
where female representatives report a stronger preference for social spending on pensions
and education. There are no significant gender differences within left-wing representatives or
among regional representatives.

Preferences and beliefs matter not only for the setting of public policy, but also for fi-
nancial behaviours and outcomes. In “Canadian Gender Gap in Financial Literacy: Confi-
dence Matters”, Fonseca and Lord investigate the socioeconomic and demographic factors
associated with the gender gap in financial literacy in Canada, stressing in particular the
importance of confidence. They construct a financial literacy index as well as a financial
confidence index in order to evaluate the effect of confidence on the gender gap in financial
literacy. Their results confirm the existence of a gender gap in financial literacy in Canada,
and show that having a higher confidence in one’s financial skills and knowledge is indeed
a factor that increases one’s financial literacy. In addition, financial confidence is found not
to track actual financial skills very closely across different ages, especially for women, and
at older ages. They also establish that confidence explains 14.15 per cent of the gender gap
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in financial literacy, but most of the gap remains unexplained by differences in observables
between men and women.

Overall, the contributions in this special issue provide new evidence on the emergence
of gender gaps in critical areas. They also show the role of policies and measures which help
reducing gender gaps and their consequences in the public and private sector of the labor
market, in the political agenda and in financial literacy.

Notes

1. Statistical discrimination implies not only inequality, but also efficiency costs. This justifies the role of policies
to remove it, see Conde Ruiz et al., 2017.

2. For a description of this literature and for an investigation into the role of firms in determining gender pay gaps,
see Casarico and Lattanzio, 2019.

3. Despite its important role for maternal employment, early formal childcare (for children aged 0-2) is still
scarcely used, also due to cultural obstacles (see Galasso et al., 2017).

4. Atkinson et al. (2018) focus on the top of the income distribution (top 10 per cent and above) and analyse the
gender divide in that portion of the distribution.
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