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Gender pay gaps among board directors and officers in Canada

by Dante Frias Corona, Léa-Maude Longpré-Verret and Michelle Ouyang 
Centre for Innovation, Technology and Enterprise Statistics

This study was funded by Women and Gender Equality Canada (WAGE).

Abstract 

This study explores the gender pay gap amongst Canadian board directors and officers by looking at various 
types of compensation. Research undertaken in the United States found that the gender pay gaps among top 
executives were mainly attributable to the variable pay component of compensation. Base pay is the component 
that does not depend on the individual’s job performance and is mostly determined by an individual’s position and 
level within a firm’s hierarchy. By contrast, variable pay depends mainly on the individual’s job performance over 
a given period. As part of variable pay, and to offer a financial incentive, employers can grant equity incentives to 
board directors and officers in lieu of a higher salary, resulting in lower base pay. Previous research showed that 
women executives earned lower variable pay than men executives, contributing to the widening of the gender  
pay gap. This research aims to determine how variable pay explains the gender pay gaps observed among 
executives in Canada.    

1 Introduction

Women1 have made significant gains in terms of their increased participation in the workforce and  
in higher educational attainment in Canada. According to the 2021 Census, women reached, on average, 
higher educational attainment than men. 

Since 1985, there has been a marked and steady increase in women’s engagement with the workforce, indicating 
their strong and growing attachment to the labour market. Despite these advancements, disparities in wages 
persist. In 2022, the differences in the hourly wages of men and women aged 20 to 54 reached 11.8% (Drolet and 
Amini 2023). Furthermore, women continue to be underrepresented in leadership positions, holding 20.5% of 
board seats and 31.4% of executive positions in 2020, while accounting for 47.9% of the labour force in Canada 
(Moyser 2019, Longpré-Verret and Richards 2021, Statistics Canada 2023a, Statistics Canada 2023b). 

This study aims to measure gender pay gaps among board directors and executive officers in Canada by 
applying the Blinder–Oaxaca decomposition method to base pay and variable pay. To our knowledge, this study 
is the first of its kind in Canada. The Blinder–Oaxaca decomposition method is divided into two components: 
the explained portion and the unexplained portion. The explained portion attempts to measure the proportion 
of the gender pay gap that can be explained by observable factors (such as the individual’s characteristics and 
the firm’s characteristics), and the remaining portion of the gap—the unexplained portions—corresponds to the 
unobservable factors (all factors that are not available in the data sources and that cannot be collected).   

Research undertaken in the United States found that the gender pay gaps among top executives were mainly 
attributable to the variable pay component of total compensation (Muñoz-Bullón 2010, Elkinawy and Stater 2011). 
Base pay is the component that does not reflect on an individual’s job performance and is determined by an 
individual’s position in the firm’s hierarchy. Conversely, variable pay is a financial incentive given by employers to 
executives to bolster their productivity, reward them for superior performance and retain or attract talent. Typically, 

1.	 Beginning in 2021, the census asked questions about both the sex at birth and the gender of individuals. While data on sex at birth are needed to measure certain indicators, as of the 2021 
Census, gender (and not sex) is the standard variable used in concepts and classifications. For more details on the new gender concept, see Age, Sex at Birth and Gender Reference Guide, 
Census of Population, 2021.

	 Given that the non-binary population is small, data aggregation to a two-category gender variable is sometimes necessary to protect the confidentiality of responses. In these cases, 
individuals in the category “non-binary persons” are distributed into the other two gender categories. Unless otherwise indicated in the text, the category “men” includes men (and boys),  
as well as some non-binary persons, while the category “women” includes women (and girls), as well as some non-binary persons.

	 A fact sheet on gender concepts, Filling the gaps: Information on gender in the 2021 Census, is also available.
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when equity incentives are offered to board directors and executive officers, they result in a higher variable salary 
and lower base pay.2   

To foster the representation of women and diversity in leadership positions, several initiatives were put in place  
by the federal government, such as Bill C-25. Under that legislation, which came into effect in January 2020, 
federally incorporated firms must disclose information on the gender and diversity composition of their boards  
of directors and management teams. The Canadian government also committed to making progress toward 
gender equality within leadership positions through the Sustainable Development Goals and also by closing  
the gender pay gap through the Pay Equity Act (Government of Canada 2021). 

To conduct this analysis, information from the Corporations Returns Act (CRA) and the T4 Statement of 
Remuneration Paid was combined from 2016 to 2020, and then linked to the 2021 Census short-form 
questionnaire. Given the linkage exercise, the estimates presented in this study are considered exploratory, 
meaning that they should be vetted in future work and interpreted with caution.

2 Previous literature

Extensive research has been conducted to determine factors that contribute to the gender pay gap, as pay 
discrepancies persist after controlling for socioeconomic characteristics, role, type of enterprise and workplace.3 
Essentially, women tend to be segregated into lower-paying roles and distributed differently by industry and firm 
size (Card, Cardoso and Kline 2016, Pelletier, Patterson and Moyser 2019, Drolet and Amini 2023)—a pattern that 
is also observed among executives and top earners (Carter, Franco and Gine 2017, Bonikowska, Drolet and Fortin 
2019). Gender pay gaps among executives tend to narrow in firms where more women work in top decision-
making roles.  

The gender pay gaps among board directors and officers were also explained by women’s aversion to risk. 
According to (Barber and Odeon 2001, Graham, Harvey and Puri 2009), the authors suggest that, typically, women 
are more averse to risk than men, influencing how women directors and officers negotiate their compensation 
packages. They are more likely to accept a package with a better guarantee of high compensation than men, 
translating to a higher base salary and a lower variable salary.

The gender pay gap among top executives was also measured with a Blinder–Oaxaca decomposition model. Data 
from publicly traded corporations operating in the United States were used in these studies (Muñoz-Bullón 2010, 
Carter, Franco and Gine 2017). They found that women earned, on average, lower compensation than men, where 
occupational segregation was found to be the main factor contributing to this discrepancy. They also showed that 
the gender pay gap was greater when variable pay was used as the dependent variable, compared with  
base salary.  

In Canada, a limited number of studies have attempted to measure gender pay gaps among executives and none 
have applied the Blinder–Oaxaca decomposition model. Some research has used this model to explain the effect 
of certain attributes on the gender pay gap. Variables such as education, job position, industry and personal 
demographics are used in this model to explain which variable has a greater impact on the gender pay gap (Drolet 
and Amini 2023). In the following study, the Blinder–Oaxaca decomposition model was adopted to investigate the 
effect of some socioeconomic and firm characteristics on gender pay gaps among executives in Canada. 

2.	 Equity incentives include stock options and stock grants. Stock options give employees the opportunity to buy their employer’s shares at a specific price, while under a stock grant 
arrangement, employees receive shares from their employer. The payoff from equity incentives is subject to fluctuations in the stock market when a corporation is publicly traded, or in  
the book value of a corporation when it is privately owned.  

3.	 The workplace encompasses different components of the work environment, such as workplace size, foreign ownership, training expenditure for employees and unionization. For more 
information, see Drolet (2002).
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3 Data sources and methodology

Data sources

Exploratory estimates were created by combining multiple datasets to measure whether a gender pay gap occurs 
among corporate executives. The starting point of the research database is the CRA. Through the CRA, ownership 
information is collected on corporations conducting business in Canada, along with information on directors and 
officers.4 Those data were integrated into the Derived Record Depository (DRD), a national dynamic relational 
database containing only the basic personal identifiers of Canadians, enabling connections between different  
data sources. From 2016 to 2020, 44% of board directors and officers were successfully linked to the DRD.5  
This subgroup was then linked to the T4 Statement of Remuneration Paid, which summarizes all the income  
and other payments (such as bonuses, exercised stock options and pension income) earned from employment.6

Executives can hold different positions within corporations: director exclusively, both director and officer, or officer 
exclusively.7 Board directors, who are elected by shareholders, are responsible for supervising the activities of 
corporations and making decisions on those activities. Officers are in charge of the day-to-day operations of 
enterprises and are appointed by board directors. Together, board directors and officers form the management of 
the corporation. Those identified as board directors exclusively were removed from the sample because significant 
differences were observed in their earnings, compared with both directors and officers, and officers exclusively. 
Typically, attachment to the labour market is weaker for people younger than 25 within these positions, given that 
some of them are still in the early stages of their careers, and for people older than 64, many of whom leave for 
retirement. For these reasons, age restrictions were imposed on the sample to examine only executives aged  
25 to 64.

Among the 71,580 executives identified under the CRA from 2016 to 2020, 27,080 executives were successfully 
linked to the DRD and then to the T4 Statement of Remuneration Paid. These individuals were then linked to 
information from the short-form census questionnaire to identify the socioeconomic characteristics that may 
contribute to gender pay gaps among board directors and officers. 

Base salary and variable salary were derived from the T4 Statement of Remuneration Paid. Base salary 
corresponds to the total employment income minus all taxable allowance, benefits, employment commissions and 
all other employment income that is not part of the base salary, except bonuses.8 Bonuses were not withdrawn 
from the base salary, as a single value that sums the base salary and bonuses is reported by employers. 
Meanwhile, variable salary was defined as all eligible shares or units of mutual fund trusts given by the employer  
to the employee.9

Nevertheless, this study sheds light on the different income elements that comprise the compensation of board 
directors and officers in Canada, and determines, to some extent, the main income source of the gender pay gap 
among executives. This intersectional analysis also raises important issues related to discrimination in the labour 
market, such as gender diversity in top decision-making roles, equal access to management positions and equal 
pay when holding similar roles with similar levels of competency. 

4.	 Providing information under the CRA is mandatory for all public, private and government business corporations that meet one of the CRA thresholds for a fiscal period: gross revenue over 
$200 million, assets exceeding $600 million, or long-term debt or equity owing to non-residents surpassing $1 million. For more information on the CRA data, see the Corporations Returns 
Act (CRA).

5.	 The executives were linked to the DRD through the first and last names provided in the CRA questionnaire. Some enterprises provided incomplete information (such as giving only executives’ 
initials), preventing a successful linkage between the CRA and the DRD. Moreover, directors and officers living abroad will never be integrated into the DRD because it contains personal 
identifiers for Canadian citizens exclusively.  

6.	 Income values for the years 2016, 2017, 2018 and 2019 were adjusted for inflation, with 2020 dollars as the reference period. In addition, income values lower than $30,000 were removed 
from income estimates, being identified as outliers.

7.	 Executives who were just board directors were excluded from the estimates because some did not work extensively in the firm where they were board directors, translating into a small 
employment income, compared with those who were exclusively officers and with both directors and officers, and potentially leading to bias in the estimates.    

8.	 Base salary includes the following type of employment income: salary, wages, bonuses, vacation pay, tips and gratuities, honorariums, and director’s fees. Specifically, the base salary 
comes from box 14 of the T4 Statement of Remuneration Paid, from which several types of employment income were removed: board and lodging, security options benefits, employment 
commissions, etc. For more information on the employment income reported in the T4 Statement of Remuneration Paid, see Employers’ Guide – Filing the T4 Slip and Summary  
(https://www.canada.ca/en/revenue-agency/services/forms-publications/publications/rc4120/employers-guide-filing-t4-slip-summary.html).

9.	 Specifically, variable salary corresponds to all stock option benefits reported by employers under code 38 in the T4 Statement of Remuneration Paid. For more information, see Employers’ 
Guide – Filing the T4 Slip and Summary (https://www.canada.ca/en/revenue-agency/services/forms-publications/publications/rc4120/employers-guide-filing-t4-slip-summary.html).
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4 Results

Women executives have a lower compensation package than men executives

Of the 27,080 executives, women accounted for the smaller group, at 6,340, while men represented the larger 
group, at 20,740. From 2016 to 2020, executives worked in 9,760 enterprises. In 3,730 enterprises (38.2%), at 
least one woman occupied an executive role, compared with 8,780 enterprises (61.7%) that had at least one man 
working as an executive. 

In terms of total compensation, women executives earned, on average, 40.6% less than men executives (Table 1). 
A similar gender pay gap was observed for base pay: women executives earned, on average, 38.8% less than  
men executives. The gender pay gap widened to 55.5% for variable pay. 

Table 1  
Descriptive statistics on the compensations of executives, by gender, 2020 

All Women executives Men executives Raw gap Raw gap 

Variables 2020 dollars percent
Average total compensation 673,400 442,100 744,200 302,100 40.6***
Average base pay 504,300 339,700 554,700 215,000 38.8***

Variable pay
Average of stock options 95,100 48,700 109,400 60,700 55.5***

number
Number of individuals  27,080  6,340  20,740 ... ...
Number of enterprises  9,760  3,730  8,780  ... ...

... not applicable
*** significantly different from reference category (p < 0.001)
Note: The total compensation, base pay and variable pay of executives come from the employment income sourced in the T4 remuneration files from the Canada Revenue Agency for the year 
2016, 2017, 2018, 2019 and 2020. Income values for the year 2016 and 2019 were adjusted for inflation, with the 2020 dollars as the reference period. Estimates show an average of all income 
values declared, regardless the year due to the inflation-adjusted values, by gender. 
Sources: Statistics Canada, Tax files, 2016 to 2020; and Corporations Returns Act, 2016 to 2020. 
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Women executives are younger, less likely to be married, to have at least one child and  
to occupy a top-level position, compared with men executives

Women executives were aged 50, on average, while men executives were aged 52, on average (Table 2). Women 
executives were also less likely to be married (71.2%) and to have at least one child (37.9%) than men executives 
(83.8% and 39.8%, respectively). 

Previous studies demonstrated that the main factor contributing to the gender pay gap among officers was the 
position occupied within the company. Women officers tended to occupy lower-level positions (rather than the 
position of chairperson or president) than men officers attributed to the glass ceiling effect (Carter, Cardoso and 
Kline 2016). Similarly, women officers in Canada were less likely to occupy top officer roles. For example, women 
officers were 1.5 times less likely than men officers to work as chairperson (Table 2). This gender gap widened for 
the position of president of a company, as women officers were 2.9 times less likely than men officers to occupy 
that position. The position of vice-president was the most predominant role held by both women officers (24.8%) 
and men officers (29.6%). Conversely, women were more likely to occupy lower-level positions. For example, 
women officers were 2.3 times more likely to work as secretary than men officers and 3 times more likely to  
be assistant secretary. 

Table 2 
Descriptive statistics of executives and firms, by gender, 2020

All directors and officers Women Men
Executive characteristics  in years

Average age 51.1*** 49.9*** 51.5***
             percent

Married 80.8*** 71.2*** 83.8***
Have Children 39.3** 37.9** 39.8**

Position titles
Both board directors and officers 41.3 33.5 43.6
Chairperson 2.5 1.4 2.9
President 16.2 6.7 19.1
Vice-president 28.5 24.8 29.6
Executive vice-president 4.7 3.6 5.0
Secretary 6.4 11.4 4.9
Assistant secretary 3.0 6.1 2.0
Secretary treasurer 1.1 1.3 1.1
Treasurer 2.8 3.6 2.6
Controller 1.4 2.1 1.2
Auditor 0.1 0.1 0.1

Firm characteristics          2020 dollars

Average Sales (x1,000,000) 900*** 1,100*** 900***
Average Assets (x1,000,000) 11,100*** 15,100*** 9,900***

Firm profitability             percent
Average ROA 5.3 5.4 5.3
Average ROE 16.3 16.6 16.2

** significantly different from reference category (p < 0.01)
*** significantly different from reference category (p < 0.001)
Sources: Statistics Canada, Tax files, 2016 to 2020; and Corporations Returns Act, 2016 to 2020. 
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Women executives work in larger firms than men executives

Executive pay is primarily connected to firm size, which can be evaluated by several alternative measures, such 
as log of assets and log of sales (Dang, Li and Yang 2018). Previous research in the United States showed that, 
regardless of the firm size measure, firms that employed women executives were significantly smaller than those 
in which men were employed. Conversely, the current study showed an opposite trend in Canada. Women 
executives reported working in larger firms than men executives. Firms that employed women executives  
recorded average sales of $1.1 billion and average assets of $15.1 billion, while firms that employed men 
executives had average sales of $900 million and average assets of $9.9 billion (Table 2). 

Gender pay gaps persist among executives after controlling for socioeconomic and  
firm characteristics  

This section analyzes the gender pay gap with three different income variables: total compensation, base pay and 
variable pay. The first model estimates total compensation and base pay, including the gender dummy variable, 
using an ordinary least squares regression. The results show that women executives earned 39% less than men 
executives when controlling for the gender of individuals (Model 1 in Table 3). In the results for base compensation, 
the gender gap narrowed to 37% (Model 1 in Table 4). These trends are consistent with previous literature, which 
found that women executives were more likely to accept higher base pay than variable pay.10  

When executive age and size of firm were controlled for, the gender pay gap rose to 43% with total compensation 
as the dependent variable (Model 2 in Table 3), while the gender pay gap reached 40% with base pay as the 
dependent variable (Model 2 in Table 4). Firm size had a positive impact on both total compensation and base 
salary. In fact, firms with 10% more assets increased their executives’ total compensation and base pay by about 
10%. Similarly, firms with 10% higher sales boosted their executives’ total compensation and base pay by roughly 
4%. These results are consistent with previous studies, where executives of larger firms were found to have  
higher compensation, given that large firms tend to employ better-qualified and better-paid managers  
(Muñoz-Bullón 2010).

In the previous regressions, the models did not consider the variables of executives’ occupational titles and 
firms’ profitability. Model 3 in tables 3 and 4 addressed this oversight by controlling for these two factors. When 
accounting for occupational titles and firm profitability, the gender pay gap measured with total compensation 
declined from 43% to 32%, and with base pay decreased from 40% to 29%. Thus, the occupation held by 
executives partially explained the gender pay gaps detected in total compensation and base pay. Presidents of 
companies earned, on average, total compensation that was 69% higher than that of any other executive, while 
this position was associated with base pay that was higher, on average, by 71%. This is consistent with the finding 
in the literature that the president of a company earned, on average, the highest total compensation  
and base pay within a company (Muñoz-Bullón 2010).

Although occupational title contributed to explaining total compensation and base pay of executives, the gender 
gap persisted, even after controlling for occupational titles (Model 3 in tables 3 and 4). This suggests that an 
individual’s position in the firm hierarchy cannot be the only factor explaining the base compensation earned 
by executives. Conversely, research by Muños-Bullon (2010) demonstrated that occupational title explained a 
significant part of base compensation, to the extent that the gender variable was not significant when controlling 
for occupational title.  

10.	 Total compensation includes both base pay and variable pay. 
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Table 3 
Ordinary least square regressions on the total compensation of executives, 2020 

Model 1 Model 2 Model 3
coefficient 

Intercept 12.90 9.65 9.41
Executives’ characteristics

Gender -0.39*** -0.43*** -0.32***
Age ... 0.01*** 0.01***
Married spouse or common law partner ... ... 0.06***
Children ... ... 0.09***
Number of positions occupied ... ... 0.00
Both board directors and officers ... ... -0.23***
Chairperson ... ... -0.05
President ... ... 0.69***
Vice-president ... ... 0.11***
Executive vice-president ... ... 0.55***
Secretary ... ... -0.01
Assistant secretary ... ... -0.36***
Secretary treasurer ... ... 0.00
Treasurer ... ... -0.07*
Controller ... ... -0.23***
Auditor ... ... -0.53***
Other ... ... 0.05**

Firms’ characteristics
ROE ... ... 0.10***
Log of sales ... 0.04*** 0.04***
Log of assets ... 0.11*** 0.11***
Utilities ... ... -0.41***
Finance ... ... -0.02
Energy ... ... -0.04
Construction ... ... -0.10***
Distribute Trade ... ... -0.06***
Manufacturing ... ... -0.12***
Management ... ... 0.00
Private ... ... 0.03

R-squared 0.03 0.16 0.24

... not applicable
* significantly different from reference category (p<0.05)
** significantly different from reference category (p<0.01)
*** significantly different from reference category (p<0.001)
Sources: Statistics Canada, Tax files, 2016 to 2020; and Corporations Returns Act, 2016 to 2020. 
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Table 4 
Ordinary least square regressions on the base salary of executives, 2020 

Model 1 Model 2 Model 3
coefficient 

Intercept 12.66 9.69 9.42
Executives’ characteristics

Gender -0.37*** -0.40*** -0.29***
Age ... 0.01*** 0.00***
Married spouse or common law partner ... ... 0.06***
Children ... ... 0.01
Number of positions occupied ... ... 0.00*
Both board directors and officers ... ... -0.26***
Chairperson ... ... 0.04
President ... ... 0.71***
Vice-president ... ... 0.12***
Executive vice-president ... ... 0.61***
Secretary ... ... 0.02
Assistant secretary ... ... -0.33***
Secretary treasurer ... ... 0.08
Treasurer ... ... -0.03
Controller ... ... -0.16***
Auditor ... ... -0.37*
Other ... ... 0.02

Firms’ characteristics
ROE ... ... 0.14***
Log of sales ... 0.04*** 0.03***
Log of assets ... 0.10*** 0.1***
Utilities ... ... -0.34***
Finance ... ... -0.09****
Energy ... ... -0.07**
Construction ... ... -0.07*
Distribute Trade ... ... -0.08***
Manufacturing ... ... -0.09***
Management ... ... -0.03
Private ... ... 0.23***

R-squared 0.02 0.12 0.21

... not applicable
* significantly different from reference category (p<0.05)
** significantly different from reference category (p<0.01)
*** significantly different from reference category (p<0.001)
Sources: Statistics Canada, Tax files, 2016 to 2020; and Corporations Returns Act, 2016 to 2020. 
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The variable pay gap is the largest among all types of compensation

In principle compensation received by executives is based on firm characteristics (e.g., size, industry, or type  
of corporation) and executive characteristics (e.g., age, level of educational attainment, or occupational title).  
To investigate the proportion in which such characteristics explain the gender pay gap, the Blinder–Oaxaca  
decomposition method was applied. This is a standard method to determine the contribution of each 
characteristic in explaining the gender wage gap. 

For each characteristic, a positive percentage contributed to narrowing the gender pay gap, while a negative 
percentage contributed to widening the gender pay gap. The larger the value of each characteristic, the greater 
the effect on the gender pay gap, with the combined effect summing to the total explained portion. The results of 
the Blinder–Oaxaca decomposition showed that the firm characteristics and executive characteristics included 
in the model were able to explain 22.3% of the gender pay gap found for total compensation, 24.3% for base pay 
and 38.4% for variable pay (Table 5).

Table 5 
Gender Blinder-Oaxaca decomposition, by type of compensation, 2020 

         All executives
Executives reporting 

stock options
Total compensation Base pay Variable Pay

                       log

Total difference 0.380 0.358 0.600
                       percent

Total explained portion (sum of effects of variable below) 22.32 24.29 38.41
Explained by 

Sales -2.00 -1.72 2.82
Assets -11.24 -11.57 -11.82
ROE -0.05 0.00 0.01
Executives’ characteristics 7.64 6.26 17.54
Occupational titles 27.76 28.64 26.95
Firms’ characteristics 0.21 2.67 2.92

Total unexplained portion 77.68 75.71 61.59

Sources: Statistics Canada, Tax files, 2016 to 2020; and Corporations Returns Act, 2016 to 2020. 

Occupational title is the key contributor to the gender pay gap among executives

According to the results presented in Table 5, the occupational titles of women executives and men executives 
explained the largest portion of the reduction in the gender pay gap. In fact, across all compensation types,  
the proportion of the gap explained by occupational titles was similar, varying from 26.9% to 28.6%. This  
suggests that the disparity in compensation between genders was partly attributable to occupational segregation. 
With compensation differences pronounced across various occupational titles, the higher proportion of women 
executives in lower-paying roles impacted their base pay downward. Indeed, the data indicated that 2.5% of 
executives in Canada held president roles, with only 1.4% of women executives serving as presidents compared 
to 2.9% of men. Conversely, 11.4% of women executives held secretary positions, while a smaller portion of men 
executives (4.9%) occupied that role.

Executive characteristics were the second-most important factor that contributed to narrowing the gender pay 
gap among executives in Canada. Age, marital status and number of children narrowed the gender pay gap by 
7.6% in total pay, 6.3% in base pay and 17.5% in variable pay.  
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Firm characteristics have a widening effect on the gender total compensation gap

Firm size influenced the compensation of executives, as some previous studies suggested (Rosen 1982, Kostiuk 
1990). This supported the findings in tables 3 and 4, where firm size had a positive impact on total compensation 
and base pay. Elkinawy and Stater (2011) found that women executives tended to sit on the boards of larger 
companies, where most of them held lower-level positions, rather than higher-level roles. Sales had a mixed effect 
on all three types of compensation. For variable pay, sales narrowed the gender pay gap by 2.8%, while they 
widened the gender pay gap for both base pay (-1.7%) and total compensation (-2.0%). Assets, the other factor 
for measuring firm size, had an even larger negative effect, widening the gender pay gap in total compensation 
(-11.2%). 

While the size of firms tended to widen the gender pay gap, other firm characteristics contributed to narrowing 
total compensation by 0.2%. This result was driven by the industry in which firms operated (tables 3 and 4),  
as industry profile was negatively correlated with the composition of total compensation and base pay.

Firms’ profitability plays a limited role in narrowing the gender pay gap

Changes in firms’ profitability measured by return on equity (ROE) also contributed to decreasing the gender 
pay gap in the top decision-making roles. Nevertheless, previous research suggested that ROE was the primary 
determinant of executives’ compensation (Murphy 1999). If executives were paid according to performance, 
compensation should increase as profitability increases (Hall and Liebman 1998). Unlike previous studies, 
ROE played a negative and limited role in explaining the gender pay gap in this paper (0.1% of the gender total 
compensation gap and 0.01% of the gender variable pay gap). ROE slightly narrowed the gender pay gap in base 
pay, by less than 0.01%.

A larger proportion of the gender pay gap of variable pay is explained

In the literature, research found that the control variables explained a larger proportion of the gender pay gap 
when using base pay as a dependent variable (Muñoz-Bullón 2010). Conversely, in this study, the model was 
able to better explain the gender pay gap of variable pay. The characteristics of executives (age, marital status 
and number of children) appeared to have a greater explanatory power for variable pay (17.5%) than for base pay 
(6.3%). The larger impact of these characteristics on variable pay suggests that factors related to the life stage 
significantly influence the earnings potential beyond base salary for women. This may be because variable pay, 
often comprising commissions or stock options, is influenced by the amount of time and flexibility an employee 
can dedicate to work, which, in turn, are affected by family responsibilities.

Conclusion

This paper examines gender wage gaps among boards of directors and officers and explores how various factors 
impact the gaps detected among top executives in Canada. The analysis was based on annualized data from the 
CRA linked to the 2021 Census and tax data. 

Less than one-quarter of executive positions are occupied by women, and occupation titles are closely tied to the 
base pay of an executive. The president or chief executive officer of a firm is awarded the greatest compensation, 
aligning with Muñoz–Bullón’s finding for top executives (2010). However, 6.7% of women executives occupy such 
positions, as opposed to 19.1% for men. 

Executives’ socioeconomic characteristics narrow the gender pay gap. Women executives were younger than men 
executives, on average. However, women executives were less likely to be married (71.2% versus 83.8%) and less 
likely to have children (37.9% versus 39.8%) than men executives. On average, women executives tended to work 
in larger firms than men executives. 

Evidence in this study suggests that about one-quarter of the narrowing of the gender pay gap is attributable 
to factors such as human capital, the characteristics of firms, profitability and industry. These findings provide 
interesting insight on gender pay gaps in top decision-making roles in Canada. The difference between total 
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compensation and base pay is not as significant as previous literature suggests. The main reason for this may 
be that tax data do not provide a complete picture of board directors’ and officers’ earnings. More detailed 
information would permit better categorization of each source of employment income in either base salary or 
variable salary. Moreover, executives have an incentive to accept packages that avoid an excessive tax burden, 
while employers also seek to optimize their own tax contributions (Stikeman Elliott L.L.P. 2015). Firms are subject 
to different tax laws, depending on their characteristics—mainly whether the firm is publicly traded or privately 
owned, or Canadian controlled or foreign controlled—as is executives’ compensation.11 Estimates presented in 
this study attempted to control for the main firm characteristics, rather than the tax implications. Future work on 
the topic of gender pay gaps among executives in Canada would benefit from having a detailed breakdown of 
earnings to better capture the types of compensation packages accepted by women executives.

11.	 Firms are subject to different tax laws if they are publicly traded or privately owned, and also if they are controlled by a Canadian entity or by a foreign controlled entity. See Employers’ Guide 
– Taxable Benefits and Allowances.
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Annex

Methodology

In this study, a Blinder–Oaxaca model is used to measure the pay gap between women executives and men 
executives. Prior to this step, the gender pay gap was measured with an ordinary least squares (OLS) regression 
on two employment income values—total compensation and base salary. Total compensation is all the income 
and other payments earned from employment, which include base salary and variable salary. The equation is  
as follows:

( )i iLn y Xα β ε= + +  

where is the natural logarithm of total (or base) salary,  is the intercept, is the set of coefficients indicating 
the return on the salary according to the independent variables represented by , and is the error term.

The independent variables used in this study were defined as follows: 

Variable Definitions
Variable Definition

Number of positions Executives can hold different positions within the same enterprise structure. Typically, one T4 slips is issued by the employer 
notwithstanding if the individual occupies different executive positions in several companies of the parent enterprise.   

Officer Positions Titles Officer can occupy different officer positions. A dummy variable was created for each position hold within the parent enterprise: Chairman, 
president, vice-president, executive vice-president, secretary, assistant secretary, secretary treasurer, treasurer, auditor and controller. 
The reference position title is “other position”. Each dummy variable equal 1 if an individual occupies the officer position, and 0 if not.  

Both Directors and Officers Dummy variable equal to 1 if an individual occupies a board director and an officer position and zero if not.

Chairman Dummy variable equal to 1 if an individual occupies a chairman position and 0 if not.

President Dummy variable equal to 1 if an individual occupies a president position and 0 if not.

Vice-President Dummy variable equal to 1 if an individual occupies a vice-president position and 0 if not.

Executive Vice-President Dummy variable equal to 1 if an individual occupies an executive vice-presidentposition and 0 if not.

Secretary Dummy variable equal to 1 if an individual occupies a secretary position and 0 if not.

Assistant Secretary Dummy variable equal to 1 if an individual occupies an assistant secretary position and 0 if not.

Secretary Treasurer Dummy variable equal to 1 if an individual occupies a secretary treasurer position and 0 if not.

Treasurer Dummy variable equal to 1 if an individual occupies a treasurer position and 0 if not.

Auditor Dummy variable equal to 1 if an individual occupies an auditor position and 0 if not.

Controller Dummy variable equal to 1 if an individual occupies a controller position and 0 if not.

Age Continuous variable within an interval of 25 to 64 years old

Marital Status Dummy variable equal to 1 if an individual is married or in a common-law relationship, and 0 if not

Children Dummy variable equal to 1 if an individual has more than one child, and 0 if not.

Assets Correspond to the total value of assets reported by the firm for a given year, which is a common measure of firm size within the literature

Sales Correspond to the total value of sales recorded by a firm for a given year, which is another common measure of firm size within  
the literature

Return on Equity (ROE) Measures the profitability of firms by taking the net income and divided by the shareholders equity.

Return on Asset (ROA) Measures the efficiency of firms by taking the net income and divided by the total average assets.

Industry Sector under the North American Industry Classification System (NAICS) divided into 6 industries

Type of corporation (private) Dummy variable equals 1 if the executive occupies a privately owned firm, and 0 if not

Sources: Statistics Canada, Tax files, 2016 to 2020; and Corporations Returns Act, 2016 to 2020. 
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Blinder–Oaxaca decomposition

The next step in examining the gender wage gap is to use the Blinder–Oaxaca decomposition procedure on the 
OLS regression results. This procedure separates the wage gap into an explained portion (the result of differences 
between the individual characteristics of women executives and men executives, and also the differences between 
the types of firms in which women executives and men executives work) and an unexplained portion (attributable 
to any characteristics that were not included in the model, as well as all unobservable factors). 

For the Blinder–Oaxaca decomposition, the results of the OLS regressions for women executives and men 
executives are presented as follows: 

( )i m m m mLn Y Xα β ε= + +


 

and

( )i w w w wLn Y Xα β ε= + +


 

The m and w represent the figures for men and women, respectively.  is the natural logarithm of  
the average salary selected. In this study, the Blinder–Oaxaca decomposition was applied to three income 
values: total compensation, base salary and variable salary. Similarly, represents the estimated regression 
coefficients, and  represents the averages for the wage-determining variables. Once these results are gathered 
for men, a counterfactual equation for women is calculated, showing what they would earn if they received the 
same pay for their wage-determining characteristics as men.  
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