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1. Introduction

Gender inequities in the labor market are still large and persistent. Women still earn, on average,
20 percent less than men — a $4.2 million difference over a 40-year career (Equitable Growth,
2018); and while pay for men and women converged significantly during the 1980s, progress slowed
afterwards (Blau & Kahn, 2017). There is also a pronounced gender gap in the work women and
men do. About 50% of the pay gap is explained by occupational and industrial composition (Blau
& Kahn, 2017). Not only are women underrepresented in high paying industries (Bureau of Labor
Statistics, 2017), but they also tend to sort into lower paying firms over their life cycle (Barth et
al., 2017). Why are gender inequities this persistent?

In this paper, we propose gender inequities are persistent because they transform, rather
than fully disappear. We show that gender inequities in the labor market transition from being
overt disparities — i.e., pay gap — into covert manifestations of gender inequity in the form of
increased gender sorting across industries, accentuated workplace gender bias, and higher income
vulnerability for women. The gender pay gap closed faster at the bottom of the skill distribution
while rising inequality slowed convergence at the top (Blau & Kahn 1997), and we argue this is the
main catalyst driving this transformation: (gendered) incentives to sort into different industries
had suddenly changed and so, in turn, perceptions about women and men.

The main challenge in tracing the transformation of gender inequities is finding an experimental
setting: we need plausibly exogenous variation during the 1970s and 1980s that simultaneously
increases rents for workers in high skill industries and demand for workers in low skill industries —
i.e. variation that matches the trends documented in Blau & Kahn (1997). We find that variation
in the several waves of U.S. bank deregulation. Deregulation had two effects that match our desired
experiment: (i) it increased entry of firms in industries where borrowing against collateral was easy
(e.g., assets like plant and equipment); and (ii) it increased R&D investments in industries where
borrowing against collateral was hard (e.g., assets like human capital and other intangibles which
are difficult to pledge). As we now explain below, industries experiencing new entry have lower
skill workers and have a lower pay gap, while industries increasing R&D investments have higher
skill workers and a higher pay gap.

The reason for this is that, while increased access to credit relaxes financial constraints in
general, differences in the ability to post assets as collateral, i.e. pledgeability of assets, make those

constraints more or less binding. Where asset pledgeability is low, access to credit will increase









through gendered lens and conclude that women are less suitable for some jobs, that it is less
important for women to pursue a career, or that staying at home is a comparative advantage for
women. We directly test for changes in gender norms of this sort by testing how bank deregulation,
through a composite of high and low pay gap industries, affects sexism measures derived from GSS
data. We find that, indeed, following bank deregulation, attitudes against women in the workplace
accentuate. These effects are stronger for men than for women and, also, stronger for individuals
with children.

In net, gains in the relative pay for women in lower paying industries offset any losses at the
extensive margin arising from gender sorting (i.e., women sorting into lower paying industries),
leading to an overall reduction. Nevertheless, the overall gender pay gap reduction comes at the
cost of increased polarization in the cross-industry gender composition of workers, and changes in
gender norms that reflect that polarization. This transformation in gender inequities — rather than
an unqualified decline in the pay gap — may have been a contributing factor to the slow progress

in pay convergence between women and men after the 1980s.

1I. Contribution to the Literature

This paper furthers understanding of the behavior of gender inequities and, in particular, the role
of credit-induced changes in industrial composition on the transformation of gender inequities in
the labor market. As such this paper contributes to several lines of research in labor economics and
finance. First, we contribute to research on what factors affect the persistent gap in pay between
genders. Previous studies in this area emphasize one of several general hypotheses regarding the
persistence of the gender pay gap: lack of temporal flexibility in the structure of jobs in the
labor market (Goldin 2014), cultural differences that translate into differences in choices (Goldin,
2006), and gender differences in bargaining power (Babcock and Laschever, 2003). We propose an
alternative channel that complements these mechanisms and highlight how gender inequities can
transition across dimensions of the labor market.

Second, while previous literature has documented the differences in earnings between women
and men over the life cycle (Barth Et Al. 2017; Goldin Et Al. 2017), the determinants that explain
the relationship between gender sorting into particular firms, occupations, or industries, and lower
pay are less understood. One approach to assess this relationship is to evaluate whether external
conditions force women to sort into lower paying firms (e.g. flexible hours, Goldin 2014; home

production, Albanesi and Olivetti 2009). Nevertheless, evidence also finds that job pay decreases








































































question to ask is whether these gains are permanent, or if they disappear when the risk of workers
transitioning into higher paying industries, male workers in particular, dissipates. In other words,
if changes in access to credit reduce the pay gap for women in some industries, it is important to
know if economic reversals in the form of credit contractions have the opposite effect: women’s
wages becoming vulnerable to credit contractions.

Vulnerability of women’s wages goes hand in hand with changes in the cyclicality of women’s
employment. Since the 1991 recession, female employment cyclicality has started to resemble that of
male’s (Albanesi 2019). Moreover, female labor participation has been associated with increases in
total factor productivity, while reduced female participation growth (which would follow declines in
female wages) is connected with jobless recoveries, affecting overall economic performance (Albanesi

2019).

VIII.1 Methodology
VIII.1.1 Additional Data Sources

For our analysis on credit contractions, we use bank mergers that led to branch closings as our
treatment. We use two alternative methods to pinpoint mergers that work as credit supply shocks.
For both methods we restrict to mergers occurring during the 2000s but prior to the Great Recession,
in order to avoid capturing many of the mergers that occurred because of the recession. We use
the FDIC Call Reports and Summary of Deposits to identify business combinations and branch
closings.

In our first method, we select mergers with the largest transfer of branches. This is important
since the credit shock should be strong enough to affect labor markets — which are typically larger
than census tract. For that reason, we restrict to mergers with more than 1000 branches acquired.
This leaves us with two specific mergers: the merger of Firstar Corporation with U.S. Bancorp in
2001, and the merger of Bank of America and FleetBoston Financial in 2004.

Alternatively, as a form of robustness, we run our analysis using mergers that exactly conform
to Nguyen (2018). As she does, we choose mergers where both Buyer and Target held at least $10
billion in premerger assets, and the branch network of each bank overlaps in at least one Census

tract.
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+0.022. The net effect is a reduction of 0.038 log points in the pay gap or about 34.4% of the total
decline during that period. The effects are mostly bottom-up driven however. Out of that 34.4%
contribution, 69% is driven by low pay gap industries. Moreover, after deregulation low pay gap
industries explain —12.5% of the pay gap — that is a —9.4% change from pre-deregulation levels.
In contrast, high pay gap industries after deregulation still contribute +7.0% to the pay gap.
These effects suggest that bank deregulation generates improvements leading to parity between
men and women but mostly in lower paid jobs. But while bank deregulation does lead to increases
in the relative pay for women (mostly driven by less profitable industries), this is at the expense
of higher vulnerability to credit contractions, gender sorting in the labor market, and heightened

gendered views about the role of women in the workplace.

XI. Conclusion

This paper documented how gender pay gaps transform into more covert forms of gender inequity
in the labor market, and in doing so, we have presented a financial channel directly tied to the
evolution of gender inequities. We have shown that liberalization of credit operates differently across
industries because of industrial differences in the ability to borrow. This results in incumbents
increasing R&D investment and per worker efficiency in high pay gap industries, and competition
and relative wages for women increasing in low pay gap ones. This work highlights that these
dichotomous responses, triggered by bank deregulation, directly affect gender gaps by decreasing
the gap in low pay gap industries and increasing absolute wages for industries with high pay gaps and
high male participation. These different labor market responses alter the incentives both women
and men face when making labor market choices, leading to gendered sorting across industries.
Although, in net, changes in industrial composition fostered by bank deregulation lead to more
equitable gender pay, they also lead to more gendered job segregation and accentuated gendered
cultural norms. Crucially, this work shows that reductions in the gender pay gap can transform
into other forms of gendered dynamics in the labor market, allowing gender norms to persist for
longer, making progress towards convergence decisively less linear. By documenting how gender
inequities transform, this work shows that overreliance on the gender pay gap misses some of the

ways through which gender inequities persist in the labor market.
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Figure 1: Capital Intensity of Low and High Pay Gap Industries

Panel A: Total Assets per Employee
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Panel B: Total Plant and Equipment per Employee
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Nortes: This figure plots different measures of capital intensity bggindustries between 1980 and 2014 using the Compustat data from
1976-2014. It plots total assets divided by total employment in panel A, total plant and equipment divided by total employment in panel
B, and total tangibility divided by total employment in panel C.









Figure 4: Average Industry Wage for Low and High Pay Gap Industries

Panel A: Average Industry Wage for Low and High Pay Gap Industries
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NoTEs: This figure compares log wages for men and women by industries categorized between 1976—1980 and observed after 1980 and 2014
using the CPS data. The sample includes full time working-age adults and excludes individuals working on Finance, Insurance and Real
Estate (FIRE) industries. Categorization is done by ranking the difference between the mean log wage of male and female employees by
industry during 1976-1980. The high pay gap industries refer to industries that belong to the top 25% of pay gap distribution and the low
pay gap industries refer to those in the bottom 25% industries. In the Panel A, we plot the average industry wage for high, medium, and
low pay gap industries. In Panel B, we plot the difference in median log wage between high pay gap and low pay gap industries by gender.
The difference in median log wage is computed by subtracting the median log wage of each gender working in low pay gap industries from
the median log wage of those in high pay gap industries. A1



Figure 5: Working Hours by Gender

Panel A: Average Working Hours by Male Workers

Panel B: Average Working Hours by Female Workers

Notes: This figure plots average weekly hours worked by each gender by industries during 1980-2010 using the CPS data. Top panel
plots the average weekly hours worked for full time working-age male employees in industries excluding Finance, Insurance, and Real
Estate (FIRE) industries. Bottom panel plots the average weekly hours worked for female employees. The high pay gap industries refer to
industries that belong to the top 25% of pay gap distribution and the low pay gap industries refer to those in the bottom 25% industries.
The pay gap is computed by taking the difference between the mean log wage of male and female employees by industry during 1976-1980.
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