
Gender Inequality and Economic 

Outcomes: Theory and Evidence  

Stephan Klasen, University of 
Göttingen 

OECD-UNESCO Workshop 

Paris, March 12, 2010 



2 

Introduction 

• Despite considerable progress, gender inequality 
remains pervasive in many economic and social 
dimenions; 

• Intensity and dimensions differ greatly by region: 
– South Asia: survival, education, employment; 

– Sub-Saharan Africa: education, access to assets; 

– East Asia: life opportunities, pay; 

– Focus here on developing countries; 

• Gender inequality is an equity issue; 

• Does it also compromise progress in development? 

• Some theory and evidence on consequences of gender 
gaps in education, employment, and social institutions. 
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Theory 

• Possible Growth Effects of Gender Gap in 

Education and Employment 

– Distortion and suboptimal use of talent; 

– Declining marginal return to education; 

– Externalities: 

• Fertility effects 

• Child mortality and education effects. 

– Growth effects of female-intensive export-oriented 

growth strategies (employment); 

– Gender and governance (employment); 

– Gender and bargaining power at household level; 
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Distortion in Talent Use: 

Illustration 

Talent Distribution 

(same for males and 

females) 
70% males get 

educated. 

30% females get 

educated 
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Empirical Analysis 

• Cross-country and panel growth 

regressions for 1960-2000; 

• Include overall education and gender gap 

in education as growth determinant; 

• Include other growth determinants; 

• Impact of initial gender gaps (and closing 

of gaps) on subsequent economic growth; 
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  TOTAL MENA LAC EAP OECD SA SSA ECA 

G 1.78 2.24 1.53 4.05 2.66 2.09 0.57 3.48 

INV 15.48 13.18 13.96 20.53 23.92 11.21 10.45 17.31 

POPGRO 1.89 2.75 1.79 2.01 0.73 2.2 2.5 0.91 

GDP60 3377 1971 3299 1813 8473 930 1478 2233 

GDP00 8693 4462 6897 12033 23153 2186 2375 7910 

LFG 2.02 2.95 2.35 2.69 0.86 2.33 2.46 1 

RED60 0.7 0.39 0.91 0.59 0.93 0.29 0.47 0.73 

RGED 1.03 0.87 1.09 1.24 1.02 0.77 0.97 1.05 

EDF60 3.41 0.65 3.26 2.74 6.56 0.89 1.19 5.24 

GEDF 0.07 0.11 0.07 0.1 0.07 0.06 0.05 0.09 
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East Asia and Pacific 1960 1970 1980 1990 2000 

male economic activity rate, 15-64  (MACT) 90.69 87.82 86.41 85.71 84.94 

ratio female-male economic activity rate, 15-64  (RACT) 0.45 0.52 0.61 0.66 0.7 

female economic activity rate, 15-64  (FACT) 41.33 46.25 52.85 56.47 59.67 

South Asia           

male economic activity rate, 15-64  (MACT) 92.5 90.4 88.6 87.61 86.22 

ratio female-male economic activity rate, 15-64  (RACT) 0.52 0.53 0.53 0.55 0.59 

female economic activity rate, 15-64  (FACT) 48.61 47.84 47.22 47.88 50.87 

Sub Saharan Africa           

male economic activity rate, 15-64  (MACT) 92.65 91.34 89.75 88.59 87.49 

ratio female-male economic activity rate, 15-64  (RACT) 0.75 0.75 0.75 0.75 0.75 

female economic activity rate, 15-64  (FACT) 69.62 68.59 67.2 66.44 66.1 

Middle East and North Africa           

male economic activity rate, 15-64  (MACT) 88.84 85.39 82.03 81.02 81.21 

ratio female-male economic activity rate, 15-64  (RACT) 0.24 0.27 0.31 0.34 0.41 

female economic activity rate, 15-64  (FACT) 21.56 23.21 25.54 27.50 33.70 

Eastern Europe and Central Asia           

male economic activity rate, 15-64  (MACT) 88.67 84.83 83.76 81.47 80.31 

ratio female-male economic activity rate, 15-64  (RACT) 0.67 0.73 0.79 0.81 0.84 

female economic activity rate, 15-64  (FACT) 59.42 62.18 66.24 65.85 66.97 

Latin America and Caribbean           

male economic activity rate, 15-64  (MACT) 91.64 88.57 86.34 85.41 84.63 

ratio female-male economic activity rate, 15-64  (RACT) 0.3 0.34 0.41 0.49 0.56 

female economic activity rate, 15-64  (FACT) 27.91 30.51 35.73 41.77 46.88 

OECD           

male economic activity rate, 15-64  (MACT) 90.28 86.80 84.66 81.55 81.12 

ratio female-male economic activity rate, 15-64  (RACT) 0.41 0.50 0.62 0.73 0.77 

female economic activity rate, 15-64  (FACT) 37.32 43.16 52.72 59.36 62.82 
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Difference 

SSA-EAP 

Difference 

SA-EAP 

Difference MENA-

EAP 

Total annual growth 

difference 3.48 1.96 1.74 

Upper bound estimate 

Accounted for by: 

Direct effect of gender 

inequality in education (1) 0.26[1] 0.52 0.38 

Of which:  

Initial ratio (RED60) 0.08 0.20 0.14 

Ratio of educational growth 

(RGED) 0.18 0.31 0.24 

Indirect effects: 

via investment 0.08 0.17 0.12 

via population growth (3) 0.14 0.33 0.22 

via labor force growth (4) -0.02 -0.06 -0.04 

Total Indirect Effect 0.22 0.34 0.30 

Of which: 

Initial ratio (RED60) 0.13 0.32 0.22 

Ratio of educational growth 

(RGED) 0.07 0.12 0.09 

Total Direct and Indirect 

effect 
0.46 0.95 0.69 
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Effects for South Asia 

  1960s 1970s 1980s 1990s 

Growth difference EAP-SA by decades 2.26 3.86 0.19 0.79 

Regression 14     

Education effect (ORED) 0.28 0.25 0.33 0.36 

Employment effect (RACT) -0.26 -0.01 0.29 0.42 

Total effect 0.03 0.24 0.63 0.78 

Regression 15         

Education effect (ORED) 0.77 0.67 0.90 0.99 

Employment effect (RACT) -0.20 -0.01 0.24 0.33 

Total effect 0.56 0.66 1.14 1.32 

Regression 16     

Education effect (YRED) 1.30 1.34 1.44 1.21 

Employment effect (RACT) -0.13 -0.01 0.15 0.22 

Total effect 1.17 1.33 1.59 1.43 
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Effects for Middle East 

  1960s 1970s 1980s 1990s 

Growth difference EAP-MENA by decades 0.53 1.48 2.71 1.55 

Regression 14     

Education effect (ORED) 0.20 0.32 0.30 0.27 

Employment effect (RACT) 0.79 0.94 1.11 1.19 

Total Effect 0.99 1.26 1.41 1.45 

Regression 15         

Education effect (ORED) 0.55 0.88 0.82 0.72 

Employment effect (RACT) 0.63 0.75 0.89 0.95 

Total effect 1.18 1.62 1.71 1.67 
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Some Conclusions 

• Results for gender gaps in education hold for the 
1990s in cross-section and panel; 

• Large growth effect of gender gaps in 
employment 

• Implications for South Asia: 
• Gender gaps in education particularly detrimental 

• Implications for MENA: 
• Gender gaps in employment particularly prominent; 

• Implications for East Asia: 
– Closing gender gaps part of the growth success; 

– Further reduction in gaps would contribute to 
continuing progress; 
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Role of Social Institutions? 

• OECD Gender and Social Institutions Index; 

• OECD Gender and Institutions database; 

• Long-lasting legal and cultural barriers and 

inequalitis women face; 

• Composite measure of 5 components: 
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Impact of Social Institutions? 

• High gender inequality in social institutions 
has significant impact on: 

– Reducing female enrollments; 

– Increasing fertility rates; 

– Increasing child mortality rates; 

– Increasing corruption; 

• Effects over and above effects of region, 
religion, and income levels; 

• Family code, civil liberties, and ownership 
rights particularly important; 
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Policy Issues 

• Reducing inequality in social institutions: a 
feasible long-term agenda 
– E.g. legal equality in family code and ownership 

rights; 

– Active promotion of female employment; 

• Changing incentives within current structures: 
– Education: Gender-based incentives: The case of 

Bangladesh; 

– Microcredit and cash transfer programs;  

– Policies to promote reduced fertility and reduce 
female time burden; 

• Female economic and political empowerment; 
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‚Cost-effective empowerment‘ 

• Copenhagen Consensus Project 2008: 

How best to spend $75b. to promote 

development? Top 30 interventions. 

• Four interventions: 
– Conditional Cash Transfer Program linked to female 

attendance in school (8); 

– Comprehensive reproductive health services (10); 

– Political quotas at the local level (n.r.); 

– Microcredit targeted at women (22). 
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