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Executive Summary

Executive Summary

Background

The Federal Office for Gender Equality (FOGE)
commissioned the Centre for Labour and Social
Policy Studies BASS to draw up a working paper
collating the basic information on the tolerance
threshold in equal pay analyses and also the ex-
periences accrued during reviews of equal pay
compliance in the public procurement and/or
subsidies system at the municipal, cantonal and
federal level. This report is intended to serve as a
basis for deliberations carried out by FOGE equal
pay specialists and external experts with regard to
a possible adjustment to the tolerance threshold.

Results and conclusions

B Methodological aspects: the tolerance
threshold was set during a multi-stage procedure
within the context of reviews of equal pay com-
pliance in the Swiss Confederation’s public pro-
curement system. Since then, the analysis model
has been externally assessed on several occasions
at the national (Felfe et al, 2015; Parli & Ober-
hausser, 2019) and international level (ILO, Equal
Pay International Coalition [EPIC]) and deemed
scientifically sound and legally compliant.

The analysis tool and control practices have been
updated on numerous occasions; according to ex-
perts this has resulted in a notable improvement
in the quality and completeness of the review
data. With these gains in accuracy, the majority
of experts and supervisory authorities feel that
the tolerance threshold of +/-5% only allows the
most serious cases of wage inequality within
companies to be detected. Indeed, the tool was
designed to analyse internal wage equality at the
level of the whole company but does not provide
any indicators concerning wage discrimination at
the individual or group level. We know today that
it is almost impossible for companies to be falsely
identified by Logib as practising wage discrimina-
tion. Even if the tolerance threshold were to be
lowered, the impact on this would be negligible.
In contrast, due to the methodology used, a great
many companies are being “exonerated” even
with large unexplained gender wage gaps. With
the current tolerance threshold, the sensitisation

' A BSS study shows that with a tolerance threshold of 5%
the probability of false accusations with Logib module 1 is
0.2%. If the tolerance threshold were to be lowered to 3%,

effect is being significantly reduced and has ad-
verse consequences: a high degree of wage dis-
crimination is being tolerated.

In the light of the various changes made to the
tool and gains in knowledge, it seems appropriate
for the FOGE's equal pay experts and external ex-
perts to consider adjusting the tolerance thresh-
old. Other methodological aspects are currently
being discussed and will also need to be taken
into account, such as the impact of the omitted
variable bias, the definition of and number of tiers
in the “skill level” variable, as well as the question
of robust standard errors. According to several
studies, the tolerance threshold must be set
based primarily on expert assessments, and it is
not possible to precisely quantify the adjustment
to the threshold based on changes made to the
method or the tool. Therefore, the following fac-
tors should also be considered.

B Empirical aspects: nearly all the studies pre-
senting empirical results regarding the tolerance
threshold show relatively similar proportions of
entities displaying a gender effect?: almost half of
entities display gender effects which differ signif-
icantly from zero, whether this relates to all Swiss
entities, those reviewed within the context of the
public procurement and/or subsidies system, or
entities seeking to obtain equal pay certification.
However, the proportion of entities significantly
exceeding the +/-5% tolerance threshold varies
considerably between the different sources: this
figure stands at 25% and 19% in the studies
based on the ESS, but at only 8% in the context
of reviews and 4% in the context of certification
analyses. Furthermore, the proportion of entities
exceeding the +/-5% tolerance threshold has de-
creased substantially over time, falling from 8%
on average to 3.3% for reviews conducted since
2019. Among these reviews, 60.7% do not show
any gender effect.

In terms of empirical data, it thus seems that the
FOGE specialists now have enough information to
be able to judge the impact of a potential adjust-
ment to the tolerance threshold on the results of
equal pay reviews and analyses at different levels.
Furthermore, this information should soon be
supplemented by the results of tests relating to
the impact of the omitted variable bias. The data
in their current state seem to indicate that the
FOGE should consider moving towards a lowering
of the tolerance threshold.

the probability would still be vanishingly small, at less than
0.8%.

2 An exception is the study of Trageser et al. (2011), which
focused on only a smaller sample of 14 reviews.
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B Legal aspects: from a legal perspective, no
gender discrimination whatsoever is tolerated by
the law, no matter how small. The +/-5% toler-
ance threshold thus has no basis in law.

In the opinion of the legal equal pay experts con-
sulted within the context of this assignment, the
FOGE is the competent body to define the appro-
priate tolerance threshold for equal pay analyses
using the standard analysis model. Furthermore,
the legal experts share the opinion that not only
the various technical and methodological devel-
opments, but also those relating to sensitisation
and social and political context require the FOGE
to look into possibly adjusting the tolerance
threshold. What is more, they feel that lowering
the tolerance threshold to +/-2.5% would be ap-
propriate. In addition to this, current discussions
at the European level are also heading in the
same direction.

Based on the information obtained, it does not
seem necessary to have any additional bases for
a legal assessment. Defining a threshold is first
and foremost a political task, and the legal ex-
perts have confirmed the competence of the
FOGE to deal with this matter and to define the
appropriate threshold level.

B Political aspects: when the tolerance thresh-
old was introduced within the context of the
standardised review procedure, it had two objec-
tives: to provide some degree of legal certainty by
avoiding “false accusations” and to encourage
political acceptance by giving companies time to
adjust and to build awareness of the topic. In the
meantime, almost 300 reviews have been con-
ducted at different levels and a great many self-
tests performed, in particular following the revi-
sion of the Gender Equality Act, which in July
2020 introduced an analysis obligation for all
companies with 100 or more employees. Further-
more, many equal pay labels and certifications
have sprung up in recent years, with growing suc-
cess. The argument for a period of adjustment
and the need to build awareness of the topic in
order to justify the existence of a tolerance
threshold thus seems hard to accept today.

In addition, the Federal Council and the experts
consulted at the time felt that this threshold was
set in a rather generous manner. Today, the su-
pervisory authorities are of the same opinion.
Many of them, who have been conducting re-
views for a number of years, feel that certain in-
fractions are not being detected with this toler-
ance threshold, as there is a significant gap be-
tween the low number of reviewed entities ex-
ceeding the threshold set and the number of

those showing a statistically significant gender ef-
fect.

Furthermore, in recent years there have been ef-
forts at the political level to move towards greater
wage equality between women and men at both
the Swiss and international level. In addition, dis-
cussions are currently under way in the European
Parliament to improve pay transparency. In par-
ticular, a tolerance threshold of +/-2.5% devia-
tion in gross pay between women and men hold-
ing positions with comparable requirements is be-
ing discussed. In view of the various develop-
ments, deliberations regarding a possible adjust-
ment to the tolerance threshold also seem neces-
sary from a political point of view and are perti-
nent to the current context.

B General conclusion: in conclusion, all the as-
pects considered within the context of this work-
ing paper justify giving some thought to adjusting
the tolerance threshold. Moreover, the 2.5%
level seems appropriate from the perspective of
the various developments in the tool and the con-
text, and would be in line with discussions at Eu-
ropean level. However, this is primarily a norma-
tive decision which must be taken by the compe-
tent authorities.

Taking into account this working paper as well as
the other work recently carried out on the sub-
ject, we believe that the FOGE now has suffi-
ciently robust information bases to be able to
launch the discussion process on a potential ad-
justment to the tolerance threshold.

Moreover, other work is currently being carried
out in parallel and will need to be taken into ac-
count in this process. In particular, we can cite the
work on the effects of the omitted variable bias,
the drafting of a report on the strategy for
strengthening the Charter for equal pay in the
public sector, deliberations regarding the defini-
tion of and number of tiers in the “skill level” var-
iable, and the upcoming integration of Logib
module 1 into the Swiss ELM electronic salary re-
porting system through ERP systems. In addition,
the FOGE had to prepare a report by the end of
2022 on the status of European legislation and
possible effects on Switzerland.

BASS



Summary

Summary

Background

The Swiss Confederation provides a free standard
analysis tool for verifying equal pay between
women and men. While this tool was being de-
veloped between 2001 and 2005, a tolerance
threshold of +/-5% was introduced for the gen-
der coefficient which must be exceeded in a sta-
tistically significant manner for the entity to be
deemed non-compliant with the provisions of the
law.

Since then, the tool has undergone many
changes, as have control practices and the con-
text surrounding equal pay analyses. Further, a
number of studies have focused on the appropri-
ateness of the model, the variables taken into ac-
count and the tolerance threshold, and have pro-
vided empirical data on this based on different
data sources. Finally, numerous reviews at the
federal, cantonal and municipal levels since 2006
as well as the Logib helpline, among other things,
have allowed a vast body of experience to be ac-
quired on both the topic and the analysis tool.
With these changes and substantial gains in ex-
perience comes the question of whether the +/-
5% tolerance threshold is still appropriate to the
standard analysis tool and its instructions in their
current form.

The FOGE thus commissioned the Centre for La-
bour and Social Policy Studies BASS to draw up a
working paper to help answer this question and
aimed at collating the basic information on the
tolerance threshold and also the experiences
gained with this when conducting reviews of
equal pay compliance in the public procurement
and/or subsidies system at the municipal, can-
tonal and federal levels.

Methodological approach

This working paper is based on the following em-
pirical methods and information sources: an anal-
ysis of the literature and documentation, collec-
tion and analysis of data from reviews conducted
by the 7 federal, cantonal and municipal authori-
ties having already carried out reviews, a ques-
tionnaire and qualitative interviews with these au-
thorities, and a questionnaire sent to legal spe-
cialists in the field of equal pay.

Equal pay analyses: methodological

foundations and context

Logib module 1 can be used with 50 or more valid
data sets. It comprises the following four compo-
nents:

B A dependent variable: standardised gross
wage based on a wage specification;

B Multiple independent variables: factors to
justify wage differences between women and
men (education, seniority, potential work experi-
ence, skill level and professional position) as well
as the “gender” variable;

B A statistical analysis method: semi-logarith-
mic OLS regression analysis;

B A tolerance threshold of +/-5% for the
“gender” factor that must be exceeded by a sta-
tistically significant amount. On top of the toler-
ance threshold, the standard analysis model pro-
vides for statistical significance tests in order
to take into account the statistical uncertainty in-
herent in the regression analysis. Thus, for the tol-
erance threshold to be exceeded, it must be ex-
ceeded in a statistically significant manner, that is
with a degree of certainty of at least 95%.

The +/-5% tolerance threshold was defined dur-
ing a multi-stage procedure in the context of
state reviews carried out within the Swiss Confed-
eration’s public procurement system. There is no
tolerance threshold provided for under the law.
This +/-5% threshold was initially set to offset the
simplicity of the model, which took into account
only three human capital factors, namely edu-
cation, seniority and potential work experience.
The intention was for this threshold to serve as a
basis for identifying cases where discrimination
was potentially suspected. However, it should be
clarified that at the time this analysis with a +/-
5% tolerance threshold was only the first step in
the three-step procedure envisaged. The plan was
to abandon it later on in favour of analyses incor-
porating job-related variables and in-depth
analyses. Strub (2004) thus argued that a +/-5%
tolerance threshold was justified when the “sim-
ple” model was being used, but not in the con-
text of a “complete” model. Nevertheless, this
threshold has continued to be used in the context
of the standardised review, as well as in the
"expanded regression”, which also includes
the “skill level” and “professional position” vari-
ables, and the results of which are decisive for de-
termining whether or not an entity is compliant
within the context of a review. This is the regres-
sion retained since then in the standard analysis
model.

The standard analysis model has used the same
variables ever since the reviews were introduced,
but these variables have been refined and verified
repeatedly in the meantime. The definitions of
the variables have thus been adjusted to develop-
ments in national and international understand-
ing in the field of equal pay. Several assessments

BASS
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(Felfe et al, 2015; Parli & Oberhausser, 2019)
dealing with this question demonstrated that the
variables taken into account had significant ex-
planatory potential and were non-discrimina-
tory, while adding new variables was not ad-
vised as the majority of these are discriminatory
or would require too great an effort on the part
of companies to implement in an objective and
neutral way. The standard analysis model was
deemed to be scientific and legally compliant.

However, the tool has undergone many changes,
as have control practices and the context sur-
rounding equal pay analyses.

Changes to the tool, control practices

and context
Table 1 below gives an overview of the main
changes in these three aspects since 2006.

Table 1: Overview of changes

Aspect Main changes Impact
Analysis - Integration of job titles - Improved accu-
tool and detailed instructions  racy and standard-
for coding of job-related  isation in usage of
variables tool, error limita-
- Pay specification tion
- Modernisation of the tool - Improvement in
and data quality
validation aids - Improved acces-
- Expert opinions guaran-  sibility and under-
teeing the tool’s scientific  standing of the
rigour and legal compli-  tool
ance
- Kennedy Estimator
- Integration into ERP sys-
tems from 2023
Control - Directive regulating legal - Standardisation
practices  aspects of process
- Documents for data col- - Better quality
lection and validation and completeness
(questionnaires, checklist, of data
internal validation (IVP)) - Practices up to
- Collaboration with spe-  date with current
cialists and ongoing devel- knowledge
opment of practices
- Standardised report
- Modernisation of the
tool, validation aids, sensi-
tivity analyses, integration
into ERP systems from
2023
Context - Revision of the Gender - Greater sensitisa-

Equality Act: analysis man-
datory for companies with
100 or more employees,
new PPA (Federal Act on
Public Procurement)

- Charter for equal pay in
the public sector

- Introduction of reviews in
municipal areas/cantons

- Equality Strategy 2030

tion to the topic

- Strengthening of
the fight against
inequalities

Source: BASS presentation

The tool has notably undergone many improve-
ments over the years in order to achieve greater
accuracy and standardisation. Likewise, con-
trol practices have also evolved in this direction,
in particular with continuous sharing of
knowledge and good practices between equal
pay specialists. These developments are helping
to decrease the room for manoeuvre for correct
usage of the standard analysis model and thus in-
crease the probability of obtaining results which
concur with the company’s reality.

The developments in the legal, social and political
context have contributed to greater awareness
of the topic of wage equality, to a growing inter-
est on the part of companies to prove their com-
pliance with this provision, as well as to a
strengthened political commitment to combat
wage discrimination.

Evaluations of the tolerance threshold
On top of these numerous developments, equal
pay analyses have also formed the subject matter
of many studies (in particular Trageser et al.,
2011; Felfe et al., 2015; Ruegge et al., 2018) with
the aim of evaluating the model used, the varia-
bles taken into account or the appropriateness of
the tolerance threshold.

Broadly, both the authors of the different studies
and the consulted specialists agreed that the tol-
erance threshold had been set in a prudent and
generous way in order to avoid unjustified
sanctions, with no real theoretical, empirical or
legal foundation. Nevertheless, it had been
deemed adequate at the time for various reasons.
On the one hand, it fostered acceptance of the
process by companies and gave them time to
build awareness of the topic. On the other, it pro-
vided a way to offset the lack of empirical ex-
perience regarding the appropriateness of the
model in practice and the fact that certain other
potential non-discriminatory company-specific
variables are not taken into account in the analy-
sis. According to these various evaluations, how-
ever, this threshold would need to be lowered if
the model were to be optimised, expanded or to
include in-depth analyses. Nevertheless, various
studies have demonstrated that it was not ap-
propriate to expand the standard analysis model
as the majority of other variables proposed had
the potential to be discriminatory or implied too
great an effort for companies to implement. Still,
some studies provided scope to identify poten-
tial ways to improve the standard analysis
model, in particular with regard to the specifica-
tion of the variables included, more precise eval-
uation of functions or the minimum number of
data sets required for use of Logib module 1.

A
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Some of these recommendations have already
been implemented as part of the tool’s develop-
ment, while others are currently being consid-
ered.

Furthermore, the studies have highlighted the
need to regularly examine the appropriateness
of the tolerance threshold in the light of new ex-
periences within the context of equal pay reviews
or analyses. In the absence of a legal or empirical
foundation, the threshold should primarily be set
based on assessments by experts in the field.
Nonetheless, this decision remains to a very large
extent a political one. For this reason, it is im-
portant to recall that the law does not provide
for a tolerance threshold and prohibits any dis-
crimination on the grounds of gender. Likewise,
from an econometric perspective, it is not possi-
ble to determine the appropriate value for the
tolerance threshold, insofar as any regression
analysis already includes a confidence interval
aimed specifically at limiting the risks of reaching
a false conclusion. Finally, other countries using
similar tools for analysing wage equality do not
apply any tolerance threshold at all.

Empirical results concerning the toler-

ance threshold

The various studies which have applied the toler-
ance threshold to data from the ESS (Graf and
Garibian, 2014; Felder and Wunsch, 2021; Ché-
vez-Juarez and Graf, 2021) have reached similar
conclusions: between 20 and 25% of entities
significantly exceed the tolerance threshold
if it is set at +/-5%, with substantial differences
noted according to sector (private/public), line of
business, size of entity and proportion of women
within the entity. These last two elements are also
identified as key drivers influencing the power of
the tests performed by the Logib tool.

The report by Comp-On (2021), based on anal-
yses conducted in the context of a certification,
presents markedly different results, finding that
just 4% of entities significantly exceed the
tolerance threshold. This could be explained, in
particular, by the differences in how certain vari-
ables are implemented (wage, skill level), by the
heightened awareness of the topic in companies
which are keen to obtain this type of certification
and are thus not representative of the economy
as a whole, as well as by the data validation pro-
cess carried out by an expert which avoids certain
errors in the data capture process. However, their
analyses show that 25% of companies display
borderline results, i.e. results which stand at
5% or more, but which do not exceed the thresh-
old by a significant amount.

The studies by Graf and Garibian (2014) and Cha-
vez-Juarez and Graf (2021) show that lowering
the tolerance threshold would lead to a linear
evolution in the proportion of entities signifi-
cantly exceeding the threshold. This figure stands
at about 50% when no threshold is applied. Ac-
cording to Kaiser (2022), lowering the tolerance
threshold would strengthen the probability of
detecting gender effects, while the probability of
obtaining false positive results would increase
only very slightly (from 0.2% to a maximum of
1% probability of error for a tolerance threshold
of +/-3%). Finally, Chavez-Juarez and Graf (2021)
find that, from an econometric perspective, it is
not justifiable to have a tolerance threshold on
top of a confidence interval, as these two ele-
ments have the same objective: to avoid conclud-
ing erroneously that an effect exists when in
reality it does not. They would thus recommend
removing the tolerance threshold while integrat-
ing certain additional statistical tests to verify the
robustness of the model and the results, in par-
ticular with regard to the standard errors. This
process could be implemented gradually and via
a series of intermediate tolerance thresholds.

Tolerance thresholds and limit values in

other countries and fields

In Switzerland's neighbour countries, the majority
of equal pay analyses are based on unrefined
comparisons of pay between women and men
in equivalent employment categories. The lessons
to be drawn from them are thus relatively limited.
However, Germany provides Logib-D for equal
pay analyses; this tool is based on Logib module
1 with variables which in some instances are im-
plemented differently. Logib-D does not use a
tolerance threshold and only operates a single
significance test to determine if the gender-spe-
cific wage gap is significantly different from zero.

Furthermore, discussions are under way at the Eu-
ropean Parliament level to compel companies to
put in place measures from a certain threshold
difference in pay between women and men per-
forming work of equal value, and in cases where
the wage difference cannot be justified by objec-
tive and gender-neutral factors. The Parliament is
looking to set this threshold at 2.5% for all com-
panies with 50 or more employees.

To sum up, an examination of further reviews car-
ried out by the public authorities shows that due
to technical, scientific and social develop-
ments as well as experiences with a specific re-
view process, it may be necessary to adjust
threshold values, thresholds for penalties, toler-
ance ranges or the review procedure in order to

Vil
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be able to continue to fulfil the execution man-
date. Having said that, direct conclusions from a
methodological perspective seem limited, as no
area could be identified which is also based on
regression analyses (cf. also Infras, 2011).

Results of equal pay reviews

As part of this assignment, we collected and an-
alysed the data from 260 reviews carried out at
the federal, cantonal and municipal levels.

We find that more than 50% of the entities
reviewed do not display any gender effect and
would not have significantly exceeded the toler-
ance threshold even if a 0% threshold were ap-
plied. These results are relatively similar to those
of the studies based on the ESS. The proportion
of entities exceeding the tolerance threshold
when it is set to +/-5% stands at around 8% and
is markedly lower than that of the studies men-
tioned above. This can be explained by the fact
that the reviewed entities are not representative
of the economy as a whole and that the bidders
for public procurement contracts commit to com-
plying with wage equality and undergoing poten-
tial reviews by the authorities. Another explana-
tory factor is that certain variables operate differ-
ently between the ESS and analyses using the
Logib module 1 tool. In addition, there is a data
validation process included in the scope of the re-
views which is not carried out in the ESS. It is also
interesting to note that among the 40% of enti-
ties displaying a gender effect which does not ex-
ceed the +/-5% tolerance threshold in a statisti-
cally significant manner, more than two out of
every three entities have a discrimination coef-
ficient of 5% or more and can thus be considered
as borderline cases.

Furthermore, significant deviations are found in
the average unexplained wage difference, nota-
bly in relation to the line of business, the propor-
tion of women, the R? and the year of the review.

Adjusting the tolerance threshold downwards
would have a considerable impact on the propor-
tion of entities exceeding it. Figure 1 shows the
impact of such an adjustment on the review re-
sults.

Figure 1: Impact of adjusting the tolerance
threshold on review results

Threshold of 5% 50.8% 41.2% [B0%]
50.8% 349% 3% 1
50.8% 239% | E— 7 —
50.8% 214%  E— i —
50.8% 143% I
50.8% 6.3 I
No threshold (0 50.8% %
0% 60% 80% 90%  100%

Source: Data from reviews carried out by the authorities with
information on standard error (n=238), BASS calculations

If a 0% threshold had been applied, this would
have implied that 49.2% of the reviewed entities
would have exceeded this threshold. This per-
centage decreases in an almost linear fashion in
relation to the tolerance threshold: 42.9% with a
+/-1% threshold, 27.7% with a +/-2.5% thresh-
old, 14.3% with a +/-4% threshold, and finally
8% with a +/-5% threshold.

These adjustments would have had a differenti-
ated impact on the results of the reviews in rela-
tion to various factors. In particular, they would
have had a greater impact on the results of enti-
ties with at least 1,000 employees, those with
60% women or fewer, and reviews carried out
between 2006 and 2010. Conversely, the results
for small entities, for those employing more than
60% women, and for reviews carried out since
2020 would have been impacted considerably
less by a lowering of the tolerance threshold.

Experiences of supervisory authorities
The experiences of supervisory authorities were
also collected and analysed as part of this assign-
ment.

The supervisory authorities consider that numer-
ous developments in the tool and in control
practices have helped to markedly enhance the
quality and completeness of the data, or at
least the speed at which these criteria could be
achieved. The processes are now more standard-
ised and there is a better guarantee that the re-
sults will be robust.

The authorities also agree on the important role
that the existence of a tolerance threshold has
played in acceptance of the review process by
the reviewed entities.

They feel that awareness of the topic has devel-
oped greatly since the reviews were introduced
and that it is more and more important for com-
panies to show that they are upholding wage
equality. According to one authority, lowering

Vi
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the tolerance threshold would nevertheless still
be viewed poorly by entities that could potentially
be reviewed.

Furthermore, the majority of the supervisory au-
thorities consider the +/-5% tolerance threshold
to be too generous. Apart from the develop-
ments mentioned which allow for more accurate
results to be obtained, many authorities lament
the fact that virtually all entities reviewed “pass”
the review while in some cases displaying gender
effects higher than +/-5%, which suggests that
some infractions are not being detected. Some
authorities feel that the standard analysis model
with this +/-5% tolerance threshold only allows
them to identify the most serious cases of wage
discrimination, as an enormous number of indi-
vidual instances within the entity would be re-
quired to significantly exceed the tolerance
threshold. This is considered a problem as there is
no tolerance threshold envisaged under the law.

The majority of supervisory authorities agree on
the need to lower the tolerance threshold; how-
ever, they are unable to give a precise idea of
what an appropriate value for it might be. Among
others, a tolerance threshold of +/-2.5% has
been mentioned, as it is easy to communicate
(threshold reduced by half) and corresponds in
part to discussions at the European level. Other
authorities would even argue for a lower thresh-
old, set at 1 or 2%, if not for removing it alto-
gether.

If the majority of the authorities argue in favour
of lowering the tolerance threshold in order to be
better able to detect infractions, they remain rel-
atively sceptical with regard to acceptance of this
move at the cantonal and municipal levels,
whether in certain political circles or by compa-
nies.

Assessments from the legal perspective
All 3 of the legal experts consulted feel that the
FOGE is competent to review and if necessary ad-
just the currently valid tolerance threshold for
Logib module 1. Likewise, they agreed with the
assertions that an adjustment to the currently
valid 5% tolerance threshold would be appropri-
ate (if not essential), for the following reasons:
technical progress, various clarifications, numer-
ous guidance documents, training courses and in-
formation materials, new validation processes for
scientific quality and legal compliance, changes to

3 A BSS study shows that with a tolerance threshold of 5%
the probability of false accusations with Logib module 1 is
0.2%. If the tolerance threshold were to be lowered to 3%,

legal and political framework conditions, interna-
tional developments and greater awareness
among employers.

Summary and recommendations

B Methodological aspects: the tolerance
threshold was set during a multi-stage procedure
within the context of reviews of equal pay com-
pliance in the Swiss Confederation’s public pro-
curement system. Since then, the analysis model
has been externally assessed on several occasions
at the national (Felfe et al, 2015; Parli & Ober-
hausser, 2019) and international level (ILO, EPIC)
and deemed scientifically sound and legally com-
pliant.

The analysis tool and control practices have been
updated on numerous occasions; according to ex-
perts this has resulted in a notable improvement
in the quality and completeness of the review
data. With these gains in accuracy, the majority
of experts and supervisory authorities feel that
the tolerance threshold of +/-5% only allows the
most serious cases of wage inequality within
companies to be detected. Indeed, the tool was
designed to analyse internal wage equality at the
level of the whole company but does not provide
any indicators concerning wage discrimination at
the individual or group level. We know today that
it is almost impossible for companies to be falsely
identified by Logib as practising wage discrimina-
tion. Even if the tolerance threshold were to be
lowered, the impact on this would be negligible®.
In contrast, due to the methodology used, a great
many companies are being “exonerated” even
with large unexplained gender wage gaps. With
the current tolerance threshold, the sensitisation
effect is being significantly reduced and has ad-
verse consequences: a high degree of wage dis-
crimination is being tolerated.

In the light of the various changes made to the
tool and gains in knowledge, it seems appropriate
for the FOGE's equal pay experts and external ex-
perts to consider adjusting the tolerance thresh-
old. Other methodological aspects are currently
being discussed and will need to be taken into
account, such as the impact of the omitted varia-
ble bias, the definition of and number of tiers in
the “skill level” variable, as well as the question
of robust standard errors.

According to several studies, the tolerance
threshold must be set based primarily on expert
assessments, and it is not possible to precisely

the probability would still be vanishingly small, at less than
0.8%.
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quantify the adjustment to the threshold based
on changes made to the method or the tool.
Therefore, the following factors should also be
considered.

B Empirical aspects: nearly all the studies pre-
senting empirical results regarding the tolerance
threshold show relatively similar proportions of
entities displaying a gender effect*: almost half of
entities display gender effects which differ signif-
icantly from zero, whether this relates to all Swiss
entities, those reviewed within the context of the
public procurement and/or subsidies system, or
entities seeking to obtain equal pay certification.
However, the proportion of entities significantly
exceeding the +/-5% tolerance threshold varies
considerably between the different sources: this
figure stands at 25% and 19% in the studies
based on the ESS, but at only 8% in the context
of reviews and 4% in the context of certification
analyses. Furthermore, the proportion of entities
exceeding the +/-5% tolerance threshold has de-
creased substantially over time, falling from 8%
on average to 3.3% for reviews conducted since
2019. Among these reviews, 60.7% do not show
any gender effect.

In terms of empirical data, it thus seems that the
FOGE specialists now have enough information to
be able to judge the impact of a potential adjust-
ment to the tolerance threshold on the results of
equal pay reviews and analyses at different levels.
Furthermore, this information should soon be
supplemented by the results of tests relating to
the impact of the omitted variable bias. The data
in their current state seem to indicate that the
FOGE should consider moving towards a lowering
of the tolerance threshold.

B Legal aspects: from a legal perspective, no
gender discrimination whatsoever is tolerated by
the law, no matter how small. The +/-5% toler-
ance threshold thus has no basis in law.

In the opinion of the legal equal pay experts con-
sulted within the context of this assignment, the
FOGE is the competent body to define the appro-
priate tolerance threshold for equal pay analyses
using the standard analysis model. Furthermore,
the legal experts share the opinion that not only
the various technical and methodological devel-
opments, but also those relating to sensitisation
and social and political context require the FOGE
to look into possibly adjusting the tolerance
threshold. What is more, they feel that lowering
the tolerance threshold to +/-2.5% would be ap-
propriate. In addition to this, current discussions

4 An exception is the study of Trageser et al. (2011), which
focused on only a smaller sample of 14 reviews.

at the European level are also heading in the
same direction.

Based on the information obtained, it does not
seem necessary to have any additional bases for
a legal assessment. Defining a threshold is first
and foremost a political task, and the legal ex-
perts have confirmed the competence of the
FOGE to deal with this matter and to define the
appropriate threshold level.

M Political aspects: when the tolerance thresh-
old was introduced within the context of the
standardised review procedure, it had two objec-
tives: to provide some degree of legal certainty by
avoiding “false accusations” and to encourage
political acceptance by giving companies time to
adjust and to build awareness of the topic. In the
meantime, almost 300 reviews have been con-
ducted at different levels and a great many self-
tests performed, in particular following the revi-
sion of the Gender Equality Act, which in July
2020 introduced an analysis obligation for all
companies with 100 or more employees. Further-
more, many equal pay labels and certifications
have sprung up in recent years, with growing suc-
cess. The argument for a period of adjustment
and the need to build awareness of the topic in
order to justify the existence of a tolerance
threshold thus seems hard to accept today.

In addition, the Federal Council and the experts
consulted at the time felt that this threshold was
set in a rather generous manner. Today, the su-
pervisory authorities are of the same opinion.
Many of them, who have been conducting re-
views for a number of years, feel that certain in-
fractions are not being detected with this toler-
ance threshold, as there is a significant gap be-
tween the low number of reviewed entities ex-
ceeding the threshold set and the number of
those showing a statistically significant gender ef-
fect.

Furthermore, in recent years there have been ef-
forts at the political level to move towards greater
wage equality between women and men at both
the Swiss and international level. In addition, dis-
cussions are currently under way in the European
Parliament to improve pay transparency. In par-
ticular, a tolerance threshold of +/-2.5% devia-
tion in gross pay between women and men hold-
ing positions with comparable requirements is be-
ing discussed.

In view of the various developments, delibera-
tions regarding a possible adjustment to the tol-
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erance threshold also seem necessary from a po-
litical point of view and are pertinent to the cur-
rent context.

B General conclusion: in conclusion, all the as-
pects considered within the context of this work-
ing paper justify giving some thought to adjusting
the tolerance threshold. Moreover, the 2.5%
level seems appropriate from the perspective of
the various developments in the tool and the con-
text, and would be in line with discussions at Eu-
ropean level. However, this is primarily a norma-
tive decision which must be taken by the compe-
tent authorities.

In order to provide the best conditions for making
this decision, this working paper aims to provide
a documentary base that is as wide-ranging as
possible, bringing together an analysis of the lit-
erature, empirical data, experiences and assess-
ments by experts, supervisory authorities and le-
gal equal pay specialists. Taking into account this
working paper as well as the other work recently

carried out on the subject, in particular by Cha-
vez-Juarez and Graf (2021) and Kaiser (2022), we
believe that the FOGE now has a sufficiently ro-
bust base of information to be able to launch the
discussion process on a potential adjustment to
the tolerance threshold.

Moreover, other work is currently being carried
out in parallel and will need to be taken into ac-
count in this process. In particular, we can cite
the work on the effects of the omitted variable
bias, the drafting of a report on the strategy for
strengthening the Charter for equal pay in the
public sector, deliberations regarding the defini-
tion of and number of tiers in the “skill level”
variable, and the upcoming integration of Logib
module 1 into the Swiss ELM electronic salary re-
porting system through ERP systems. In addition,
the FOGE had to prepare a report by the end of
2022 on the status of European legislation and
possible effects on Switzerland.

Xl
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1 Introduction and description of issue

1.1 Background

In the context of the tendering procedure for public procurement contracts, it should be ensured that cer-
tain conditions are met by the providers, in particular in order to preserve social gains and industrial
peace, as well as avoiding unfair competition. The Federal Act on Public Procurement (PPA) specifies that
one of the required conditions for winning public procurement contracts is compliance on equal pay be-
tween men and women (Art. 12 para. 1 PPA). Equal pay is enshrined in the Federal Constitution, which
notably stipulates that discrimination is prohibited (Art. 8 para. 2 Cst.) and that “men and women have
the right to equal pay for work of equal value.” (Art. 8 para. 3 Cst.). The Gender Equality Act (GEA) speci-
fies that the prohibition of all discrimination on the basis of sex applies to all employment relationships,
including pay (Art. 3 para. 2 GEA).

In order to verify equal pay compliance in the Confederation’s public procurement system, the awarder
can, as per Art. 4 of the Ordinance on Public Procurement (PPO), entrust equal pay reviews in particular to
the Federal Office for Gender Equality (FOGE). Besides the FOGE, other cantonal and municipal authorities
conduct regular equal pay reviews during award procedures for public procurement contracts or subsidies
within their canton or municipality. To allow these reviews to be carried out, the Swiss Confederation pro-
vides a free analysis tool for verifying wage equality between women and men, comprising two modules.
Module 1, which can be used with 50 or more valid data sets, is based on a semi-logarithmic regression
analysis which assesses the impact on pay of different objective and non-discriminatory attributes such as
years of education, years of service, potential work experience, skill level and professional position, as well
as the gender variable to determine the gender-specific wage difference.

In the course of developing the standard analysis tool (Strub, 2004; 2005), a tolerance threshold of +/-5%
was introduced for the gender coefficient which must be exceeded in a statistically significant manner.
This tolerance threshold was introduced following a pilot phase conducted with 5 companies. However,
the +/-5% value of the threshold has no theoretical, empirical or legal foundation, according to Felfe et al.
(2015), and can thus be considered as a political threshold. Consequently, it was recommended in the
Federal Council’s report in response to the postulate from Noser (14.3388) to re-examine the level of the
tolerance threshold based on review experiences.

According to the different studies carried out on the tolerance threshold in recent years, and in particular
those by Trageser et al. (2011) and Felfe et al. (2015), the +/-5% tolerance threshold was considered ap-
propriate in relation to the accuracy of the analysis model and the variables included within it. However,
these two studies recommended that authorities re-evaluate the appropriateness of the tolerance thresh-
old with the aid of new experiences gained in the context of reviews and consider a potential adjustment
to this threshold in line with these new experiences and the potential optimisations added to the analysis
tool.

In recent years, Logib’s module 1 has been further developed and optimised, in particular by incorporating
job titles, developing detailed instructions for how to code jobs, providing a detailed specification for pay®
and its components, introducing a Kennedy Estimator into the regression, and modernising the tool,
which is now available online and includes validation aids. Furthermore, several reports (Felfe et al., 2015;
Parli & Oberhausser, 2019) have assessed the appropriateness of adding new variables to the model and

> PricewaterhouseCoopers (2019). Technical description of the pay specification used in the Confederation’s standard analysis
model, FOGE
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reached the following conclusion: the existing model is scientific and legally compliant and the variables
included have a high explanatory potential and are non-discriminatory. The majority of the other proposed
variables have the potential to be discriminatory or entail a disproportionate effort on the part of compa-
nies to calculate in an objective and non-discriminatory way and thus may not be included in such a
model.

Furthermore, the numerous reviews and self-tests carried out and the operation of the Logib helpline
(around 2,700 enquiries received) have allowed a substantial body of experience to be acquired which can
no longer be compared to that of 2005 after the pilot phase with 5 companies. Thus, with these changes
and substantial gains in experience comes the question of whether the +/-5% tolerance threshold is still
appropriate to the standard analysis tool and its instructions in their current form.

In response to the inquiry on “Wage inequality between women and men. A question of method”
(21.4190) from Eva Herzog?, the Federal Council has furthermore affirmed that “by 2023 the FOGE will
investigate, in collaboration with specialists, the need to adjust this threshold” on the basis of the reviews
carried out in the context of the public procurement system and with the beneficiaries of subsidies
awarded by the Confederation.

This working paper is intended to form part of this procedure and aims to collate the basic information on
the tolerance threshold as well as experiences of it during reviews of equal pay compliance in the public
procurement and/or subsidies system at the municipal, cantonal and federal levels.

1.2 Questions

One of the particular objectives of this assignment is to provide answers to the following questions, which
can be divided into three thematic areas:

Current knowledge on the tolerance threshold and comparison with other fields

What is currently known about the tolerance threshold within the context of equal pay reviews or anal-
yses? Are there, within other review procedures, thresholds which could be compared to the tolerance
threshold for equal pay reviews? Are tolerance thresholds applied elsewhere to fulfil the enforcement
mandate? How are limit values set in other fields? How are they applied from a legal and methodological
perspective, and how are their values objectively justified? Is it possible to draw conclusions from these
other fields for the tolerance threshold?

Results arising from completed reviews

What is the composition of the companies reviewed in terms of size, linguistic region, economic sector?
What are the results of the reviews? In how many companies was no gender effect observed? In how
many companies is there a gender effect exceeding the tolerance threshold? In how many companies is
this gender effect below the tolerance threshold? What are the results concerning the significance level of
the gender-specific difference? What would the results of reviews look like if the tolerance threshold
changed?

Evaluation of the tolerance threshold

What effect does the tolerance threshold have during reviews in the field of public procurement contracts
and/or subsidies? What questions arise from this? How have the modernisation of Logib and the clarifica-
tion of the instructions for data collection impacted the quality of the data and the results of reviews?

6 Retrievable online: https://Awww.parlament.ch/fr/ratsbetrieb/suche-curia-vista/geschaeft? Affairld=202 14190

BASS


https://www.parlament.ch/fr/ratsbetrieb/suche-curia-vista/geschaeft?AffairId=20214190

1 Introduction and description of issue

Should this have an impact on the tolerance threshold value? Are there recommendations in place for ad-
justing the tolerance threshold? Is other information necessary to allow the FOGE and specialists to inves-
tigate whether the tolerance threshold should be adjusted by 20237

In order to provide answers to these questions, we developed a multi-stage methodological approach.
This is presented in detail in the next section.

1.3 Methodological approach

In order to prepare this working paper, we used the following empirical methods and sources of infor-
mation:

B Analysis of the literature and documentation

B Questionnaire for legal practitioners

B Collection and analysis of data from reviews carried out by the authorities
B Questionnaire for authorities and qualitative interviews

W Discussion of the results in a meeting of equal pay specialists

1.3.1 Analysis of the literature and documentation

As part of the analysis of the literature and documentation, we first took into account the various studies
by Strub defining the analysis method and the tolerance threshold, in particular the report on the pilot re-
view phase (2004) and the description of the method (2005). We also analysed the various studies con-
ducted since then with the aim of evaluating the analysis model or the review process as well as the toler-
ance threshold from the methodological and legal perspective, in particular those by Trageser et al.
(2011), Felfe et al. (2015), Stern et al. (2015), Ruegge et al. (2018), Binggeli et al. (2018), Parli & Ober-
hausser (2019) and Felder & Wunsch (2021).

We also took into account the development of the legal foundations relating to equal pay and public pro-
curement contracts as well as that of the documentation for the Logib tool and the control practices. To
this end, we analysed the studies regarding the pay specification (PwC, 2019).

Finally, we also studied and summarised the various reports dealing with the results of analyses carried out
using Logib. These relate to different aspects: the results of empirical analyses conducted based on data
from the Swiss Earnings Structure Survey with the Confederation’s standard analysis model (Graf & Garib-
ian, 2014; Felder & Wunsch, 2021; Chavez-Juarez & Graf, 2021), the results of equal pay analyses con-
ducted within the context of a certification (Comp-On, 2020), as well as the results of simulations aiming
to measure the power of the tests used by the Logib tool (Kaiser, 2022).

We also analysed the existing literature and documentation in other countries and fields with experience
of tolerance thresholds or limit values in order to determine whether potential conclusions can be drawn
for the tolerance threshold in equal pay analyses in the Swiss context. Exploratory interviews with repre-
sentatives of the respective fields were also conducted in order to round off the observations.

1.3.2 Questionnaire for legal practitioners

In order to optimally integrate the legal perspective into this assignment, it was decided to address a ques-
tionnaire to three legal equal pay specialists with substantial experience in this field. This questionnaire
comprised five questions dealing with the following aspects:

B The FOGE's competence to set and evaluate the tolerance threshold for equal pay analyses;
B The developments which would justify a potential review of the tolerance threshold;
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B Adjustment of the value of the tolerance threshold;
W The information needed for a potential adjustment of the tolerance threshold;
B The conclusions which can be drawn from limit values and thresholds present in other fields.

The legal experts consulted responded concisely to the questions; the responses were not fully developed
legal appraisals.

1.3.3 Collection and analysis of data from reviews carried out by the authori-
ties

In order to provide the most complete background data possible, it was decided to collect anonymised
results from reviews carried out by the authorities at the municipal, cantonal and federal levels. An Excel
table to be completed by the authorities was sent out by e-mail along with an instruction document for
the data entry process. The Excel table included the following information:

B Year and reference month of review

B Economic sector and size of company

B Number of employees, men and women in the analysis

B Results: discrimination coefficient, significance in relation to 0% and +/-5%, R? and standard error of
the discrimination coefficient

The authorities contacted are as follows:

W Swiss Confederation: Federal Office for Gender Equality (FOGE)

B Canton of Basel-Stadt: Abteilung Gleichstellung von Frauen und Mannern

B Canton of Bern: Fachstelle fur die Gleichstellung von Frauen und Ménnern

B Canton of Geneva: Bureau de promotion de |'égalité et de prévention des violences (BPEV) und Office
cantonal de I'inspection et des relations du travail (OCIRT)

B Canton of Vaud: Bureau de I'égalité entre les femmes et les hommes (BEFH)

B City of Bern: Fachstelle fur Gleichstellung von Frau und Mann der Stadt Bern

B City of Zurich: Fachstelle fur Gleichstellung der Stadt Zurich

Based on the data collected, analyses were conducted with a view, in particular, to determining the com-
position of the reviewed companies in terms of size, economic sector and proportion of women, and to
evaluating the results based on the gender-specific effects detected. Simulations were also carried out in
order to determine what the review results would be if the tolerance threshold changed.

1.3.4 Questionnaire for authorities and qualitative interviews

When the Excel table was sent out to the authorities, a questionnaire containing five questions was sent
at the same time. The idea here was to obtain written feedback regarding their experiences with the re-
view process and the tolerance threshold as well as their appraisals of these. Questions on the quality of
the data and the developments in the tool and its instructions as well as on current discussions being held
by the authorities were also asked in order to benefit from their input on these topics.

Based on the responses obtained, four interviews were conducted with the authorities, as the three others
felt that the written responses provided were sufficient to express their point of view on the topic. The
aim of the interviews was primarily to further explore the responses obtained in writing.
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It should be highlighted here that the authorities’ experiences are relatively different, as some of them
have been conducting reviews since 2006 (at the federal level) or 2011 (at the cantonal level), while oth-
ers have only followed a few reviews over the years or have only introduced a review procedure within
their municipality/canton recently.

1.3.5 Discussion of the results in a meeting of equal pay specialists

Finally, the provisional results for this report were discussed during a meeting of equal pay experts from
the FOGE and independent external specialist. Based on these discussions, the results in this working pa-
per were revised and supplemented in order to incorporate the experts’ assessments.

1.4 Structure of the report

The rest of this report is structured as follows. Section 2 provides a summary of the methodological bases
and the context surrounding equal pay analyses. After a brief recap of the method and the standard anal-
ysis model, as well as the definition of the tolerance threshold, in sections 2.1, 2.2 and 2.3, we describe

the main developments in the standard analysis tool (2.4), the control practices (2.5) and the context (2.6).

Section 3 reviews the existing documentation and literature on the tolerance threshold in equal pay anal-
yses but also in other fields. We thus analyse the various evaluations of the tolerance threshold carried out
in the literature (3.1) as well as the empirical results concerning the tolerance threshold presented by dif-
ferent studies (3.2). Next, the documentation on other thresholds or limit values currently in effect in
other fields at the national or international level is reviewed in Section 3.3.

Section 4 focuses on the tolerance threshold in practice. The first part (4.1) provides a detailed analysis of
the empirical results of equal pay reviews conducted at the federal, cantonal and municipal levels. The
second (4.2) focuses on the experiences and assessments of the authorities with regard to control prac-
tices and the tolerance threshold. Finally, the assessments of legal equal pay experts on the subject are
presented (4.3).

Section 5 provides a summary of the preceding sections and presents the recommendations formulated
on the basis of the various analyses conducted within the context of this assignment.

2 Equal pay analyses: methodological foundations and context

This section seeks to provide an overview of the methodological bases and the context surrounding equal
pay analyses and, consequently, the tolerance threshold. First, it briefly presents the standard analysis
model and how the tolerance threshold was defined. In a second part, we present the various develop-
ments in the standard analysis tool but also in the context and control practices, which are relevant for
any considerations relating to the tolerance threshold.

2.1 Methods for measuring wage equality

The equal pay principle involves three distinct levels, namely the individual, company and national levels.
For each of these levels, the legal bases, competent authorities, groups to be compared, measurement
methods and legal consequences for non-compliance differ greatly (Marti Whitebread, 2016). In the con-
text of reviews within the public procurement system and, more broadly, equal pay analyses carried out
using the Logib tool, we are dealing with the company level, which means that the method used must
measure internal wage equality within a specific company. This working paper thus focuses on this level.

BASS



2 Equal pay analyses: methodological foundations and context

There are different options for measuring equal pay compliance within a company. The first of these is to
conduct an analytical job assessment based on occupational science. The second is the statistical eco-
nomic procedure known as a regression analysis. The scientific and legal conformity of these two ap-
proaches has been documented and they are accepted by the Swiss Federal Tribunal to respond to ques-
tions regarding wage discrimination.”

We will be focusing here on the regression analysis as it is the procedure on which the standard analysis
model in Logib module 1 and thus the tolerance threshold is based. According to Strub (2004) and Bauer
et al. (2001), this approach is used to evaluate instances of discrimination in the economy in general and
may be applied to companies under certain conditions, notably a large enough company size. Further-
more, this approach is also used regularly by the courts in Switzerland and various other countries such as
the USA to deal with the question of wage discrimination. The regression analysis calculates pay equations
in order to ascertain the impact on pay of a variety of explanatory factors such as human capital factors,
job-related characteristics and gender in order to reveal the gender-specific wage difference. This part of
the wage difference, which can only be attributed to the “gender” factor after the effects of the other
factors have been removed, is considered discriminatory. The following section describes the standard
analysis model on which Logib module 1 is based in more detail.

2.2 The standard analysis model in Logib module 1
The standard analysis model is made up of the following four components:

B A dependent variable: standardised gross wage based on a wage specification;

W Multiple independent variables: factors to justify wage differences between men and women (educa-
tion, seniority, potential work experience, skill or qualification level and professional position) as well as
the gender variable;

B A statistical analysis method: semi-logarithmic OLS regression analysis;

B A tolerance threshold of +/-5% for the “gender” factor which must be exceeded by a statistically sig-
nificant amount.

The standard analysis model explains employee wages by means of their personal characteristics (edu-
cation, seniority, potential work experience), job-related factors (skill level, professional position) and
gender. It thus provides a way to calculate, all other things being equal, the gender-specific wage dif-
ference between women and men. In order to achieve this, the standard analysis model uses the multi-
ple linear regression approach, which is a statistical procedure used to study the relationship between a
dependent variable (here the logarithm of the wage) and a number of independent variables. The regres-
sion coefficients are calculated using the ordinary least squares (OLS) method.® The standard analysis
model has been recognised as being scientific and legally compliant (see Sections 2.4 and 3.1).

The standard analysis model applies to the company as a whole, in other words all employees with a
standard employment contract. In contrast, it is not applicable at the level of individuals or groups. The
result obtained by the standard analysis model thus gives no indicators in terms of discrimination against
individuals or groups.

The standard analysis model is implemented in concrete form in the Logib module 1 analysis tool, which
can be used with a minimum of 50 valid data sets. An Excel version of Logib module 1 has been freely

7 See the FOGE declaration of conformity: https:/www.ebg.admin.ch/ebg/en/home/services/logib-triage/logib-modul-1/dokumenta-
tion-logib.html

8 For details of the method and regression equations used, see the FOGE's description of its methodological approach:
https://www.ebg.admin.ch/ebg/en/home/services/logib-triage/logib-modul-1/standardanalysemodell-bund.html
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available since 2004, and it has been available as a web-based tool since July 2020. The web-based appli-
cation is managed by the Federal Office of Information Technology, Systems and Telecommunication
(FOITT) and complies with all federal government security requirements. Figure 2 below depicts the scope
of application of the standard analysis model.

Figure 2: Scope of application of the standard analysis model

Company level

W All employees w

Standard analysis model

n ;N\Q'\

wage
Independent
variables
Statistical method:
regression analysis
Tolerance threshold
of +/-5%

Dependent variable:

Technical implementation:
Logib webtool

Guaranteed data security (FOITT)

Source: BASS presentation

It should be clarified here that the discrimination coefficient, which measures the gender-specific wage
difference, is estimated and thus lies within a certain area of statistical uncertainty. The standard analysis
model thus runs two statistical significance tests: first to determine if the estimated value is signifi-
cantly different to zero and if there is therefore a statistically significant gender effect; then, if that is the
case, a second test is run to determine if the estimated value is significantly greater than the tolerance
threshold, in this case +/-5%. The model uses a 95% confidence level, which is standard in this type of
approach.® Thus, for a company to exceed the +/-5% tolerance threshold, it must exceed it in a statisti-
cally significant manner with a 95% confidence level.

Figure 3 below illustrates the significance tests and the different possible scenarios with regard to the re-
sults of equal pay analyses. The four dots represent the discrimination coefficients calculated by the analy-
sis model. The grey horizontal bars on either side of these dots represent the confidence intervals. For the
green dot, we can see that the zero value is situated within the confidence interval, signifying that the dis-
crimination coefficient in question is not significantly different from zero and there is thus no confirmed
gender effect at the company level. For the first orange dot from the bottom, the discrimination coeffi-
cient differs significantly from zero as the zero value does not fall within the confidence interval, thus
demonstrating the existence of a confirmed gender effect. However, this is below the tolerance threshold
of +/-5%. The second orange dot shows a discrimination coefficient of -0.072, which represents a gen-
der-specific wage difference of 7.2% to the disadvantage of women. This coefficient differs significantly

% The +/-5% tolerance threshold for unexplained wage differences should not be confused with the significance level (or a level)
which is also set at 5% and which determines if the result of the analysis is statistically significant. Up until now, adapting the a level
has never been on the agenda.

BASS



2 Equal pay analyses: methodological foundations and context

from zero but nevertheless does not exceed the tolerance threshold as the 0.05 value is within the confi-
dence interval. Finally, the red dot represents a discrimination coefficient of -0.082. This coefficient differs
significantly from zero and is significantly greater than the tolerance threshold of +/-5%. There is thus a
significant confirmed gender effect in this case.

Figure 3: Discrimination coefficients and results of significance tests

Source: Dummy data, BASS presentation

The following section describes in more detail the development of the standard analysis model and the
definition of the tolerance threshold derived from it.

2.3 Development of the standard analysis model and definition of the
tolerance threshold

The analysis tool for verifying compliance with wage equality between women and men was developed in
the early 2000s by the Center for Labor and Social Policy Studies BASS on behalf of the FOGE and the
Federal Procurement Commission (FPC) as part of the implementation of the Federal Act on Public Pro-
curement (PPA; SR 172.056.1). This tool is based on a statistical economic analysis procedure which
measures the impact of different factors on wages including, on the one hand, the share of wage differ-
ences attributable to objective characteristics relating to personal qualifications (education, seniority,
potential experience) or to the job held (skill level, professional position) and, on the other, the share of
the wage difference which is gender-specific and thus discriminatory. This procedure is based on the
OLS regression method, which has been approved by the Federal Tribunal for dealing with matters relat-
ing to wage discrimination.' The analysis tool was tested with 5 companies'" in the context of a pilot
phase carried out between 2001 and 2003. The report by Strub (2004) gives a detailed description of the
procedure applied and the results of the pilot phase.

10 See, in particular, Decision ATF 130 Il 145.
"1 Of the 5 companies, one was medium-sized (between 50 and 249 employees) and the 4 others were large companies. On aver-
age, these 5 companies employed 374 men and 109 women.
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During the development phase, the process for analysing wage equality took place in several steps. In the
first step, the regression analysis was run with a view to determining the effect on wages of human capi-
tal factors (education, seniority and potential work experience) on the one hand, and gender on the
other. This initial analysis did not include the job-related variables, as its aim was to measure both wage
discrimination in the narrow sense and job discrimination (based on qualifications of equal value,
inequality of position). During this first step, it was decided to set a tolerance threshold of +/-5% in or-
der to take into consideration the fact that other objective and non-discriminatory explanatory factors
which are not taken into account by the model could have an impact on wages. The 5% figure was de-
rived from the results of the analysis of the wage difference between women and men in the economy as
a whole for 1998: this wage difference stood at 20% when only human capital factors were included in
the analysis. The difference fell to 15% once professional position and skill level were taken into account
in the analysis as well as human capital factors. 5% of the 20% was thus due to job discrimination. The
remaining 15% tallied with wage discrimination in the narrow sense.

This tolerance threshold thus had two main objectives: on the one hand, to provide some degree of legal
certainty by avoiding “false accusations” of companies potentially having other internal non-discrimina-
tory variables, and on the other to encourage political acceptance of this new control procedure. For these
reasons, the tolerance threshold was set in a relatively generous manner. There is no tolerance threshold
provided for under the law.

If the first step revealed a gender-specific wage difference exceeding the tolerance threshold of +/-5%,
other explanatory factors such as job-related factors (skill level and professional position) were then
taken into account in a second step in order to ascertain if the wage differences arose from job discrimi-
nation or wage discrimination in the narrow sense. If the second step revealed a gender-specific wage dif-
ference which differed significantly from zero, then a third step allowed the auditors to resort to other
analyses in order to assess the wage situation and suggest appropriate action. The +/-5% tolerance
threshold was thus only intended to be used in the first step in order to detect potential wage or job dis-
crimination. The aim of the two subsequent steps was to ascertain the source of this discrimination and to
formulate targeted measures to address it. They therefore did not involve a tolerance threshold. At all
stages, however, significance tests were run to verify whether the discrimination coefficient significantly
exceeded +/-5% or 0% respectively.

Following this pilot phase, several modifications were made to the tool with a view to setting up equal
pay reviews involving bidders for federal government public procurement contracts. The method for the
standardised reviews is described more specifically in Strub (2005). The standardised review was based
on two regression equations: one which measured the share of any wage difference explained by differ-
ences in terms of human capital factors (basic regression) and a second which considered not only those
individual qualification characteristics but also job-related characteristics (expanded regression). These
two analyses thus provided a way to differentiate between wage discrimination in the narrow sense (une-
qual wages for equal work or work of equal value) and the presumption of job discrimination. It is thus
the results of the expanded regression which are decisive for evaluating compliance with the rules
relating to equal pay in federal government public procurement contracts, and this regression is thus the
one retained in the standard analysis model. In this model, the tolerance threshold of +/-5% was ap-
plied in the two analyses. However, this had initially been set for the human capital factors only. Adding
the job-related variables thus did not result in any lowering or abolition of the tolerance threshold in the
expanded regression. Furthermore, the significance tests remained unchanged. In addition to this, other
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in-depth analyses could be conducted subsequently depending on the company. However, it was neces-
sary to ensure that any company-specific factors taken into account in the analysis did not themselves har-

bour the potential for discrimination.

Table 2 below presents the differences in methodological approach between the pilot phase and the
launch of the reviews, in particular with regard to the tolerance threshold. It should be clarified here that
both the model and the standard analysis tool were developed as part of the implementation process for
equal pay reviews in the federal government’s public procurement system. However, from 2004 the tool
was made freely available to the public for self-tests. There is thus no difference between the tool used in
the reviews and the one available to the public, with the exception of the potential sanctions associated
with exceeding the tolerance threshold within the context of a review.

Table 2: Differences in methodological approach between pilot phase and launch of reviews

Variables taken into account

Pilot phase of the tool (2001-2004)
First step Human capital factors: education, seniority,
potential work experience

Human capital factors + job-related variables:
skill level and professional position

Second step

Third step Human capital factors + job-related variables +

other non-discriminatory internal variables
Reviews (2006 onwards)
Basic regression Human capital factors

Expanded regres-
sion

(standard analysis
model)

Human capital factors + job-related variables

Analyses
at greater depth

Human capital factors + job-related variables +
other non-discriminatory internal variables

Tolerance Obijectives
threshold

+/-5% Detect suspected discrimination

0% Identify source of discrimination (narrow sense
vs job), formulate measures to be implemented

0% Incorporate other company-internal non-dis-
criminatory variables, target measures

+/-5% Calculate the wage difference with equal per-
sonal qualification characteristics

+/-5% Calculate the gender-specific wage difference,
which is considered discriminatory. Sanctions if
the tolerance threshold is significantly exceeded

+/-5% Clarify the source of the gender-specific wage
difference

Source: BASS presentation

12 For example, one company in the pilot had internal requirements characteristics (in particular physical requirements) which could

be incorporated into the analysis.
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Interim conclusion 1
Through this review of how the analysis model and tolerance threshold were defined, we can make the
following observations:

B The standard analysis model in Logib module 1 is made up of four components: a dependent variable
(wage), independent variables (human capital factors and job-related variables as well as gender), a statis-
tical analysis method (semi-logarithmic OLS regression analysis) and a tolerance threshold of +/-5% for the
“gender” factor. On top of the tolerance threshold, the standard analysis model provides for statistical
significance tests in order to take into account the statistical uncertainty inherent in the regression analy-
sis. Thus, in order to exceed the tolerance threshold, a company must exceed it in a statistically significant
manner; that is, with a degree of certainty of at least 95%.

B The +/-5% tolerance threshold was defined during a multi-stage procedure within the context of state
reviews conducted within the Swiss Confederation’s public procurement system. There is no tolerance
threshold provided for under the law. This +/-5% tolerance threshold was initially set to offset the simplic-
ity of the model, which took into account only three human capital factors, namely education, seniority
and potential work experience. The intention was for this threshold to serve as a basis for identifying cases
where discrimination was potentially suspected. However, it should be clarified that at the time this analy-
sis with a +/-5% tolerance threshold was only the first step in the three-step procedure envisaged. The
plan was to abandon it later on in favour of analyses incorporating job-related variables and in-depth
analyses. Strub (2004) thus argued that a +/-5% tolerance threshold was justified when the “simple”
model was being used, but not in the context of a “complete” model. Nevertheless, this threshold has
continued to be used in the context of the standardised review, as well as in the “expanded regression”,
which also includes the “skill level” and “professional position” variables, and the results of which are de-
cisive for determining whether or not an entity is compliant within the context of a review. This is the re-
gression retained in the standard analysis model.

Since 2006 and the start of the reviews, various modifications have been made to the standard analysis
tool. These are described in more detail in the next section.

2.4 Developments in the standard analysis tool

One argument put forward to help encourage political acceptance of the tool as a control instrument and
to justify the existence of a tolerance threshold was the relative simplicity of the model and the fact that it
potentially does not take into account all the pertinent factors for some companies. Nevertheless, this tol-
erance threshold has remained the same in spite of the “skill level” and “professional position” variables
being incorporated into the standard analysis model. Further to this, the variables taken into account in
the model, as well as numerous other variables, have undergone detailed evaluations. These evaluations
concluded that the variables taken into account were relevant and non-discriminatory, while the other
variables considered were discriminatory or required too much effort from companies to be implemented
correctly.” Since the integration of the job-related variables, no other variable has been added to the
model. However, although the model has not been expanded, the standard analysis tool has seen some
important developments which need to be taken into account when considering the tolerance threshold.
This section describes the main developments.

The first substantial development compared to the pilot phase took place at the time the reviews were
introduced. This was to abandon the in-depth analyses element (formerly step 3) of the standardised re-
view procedure and retain only what was considered as the “expanded regression” (formerly step 2) as

13 See, in particular, Felfe et al. (2015) and Pérli & Oberhausser (2019).
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the standard analysis model. The final result on wage equality was thus delivered by the regression analy-
sis, taking into account the human capital factors as well as the job-related variables (skill level and profes-
sional position). The analysis tool could still be used to obtain the results of the “basic regression” (human
capital factors only) and to conduct certain in-depth analyses separately, but the result of the review did
not depend on these analyses.

Furthermore, both the standard analysis tool and the instructions for using it have been continuously de-
veloped in order to keep up with the latest political, methodological and legal developments in the field of
wage equality.

One major development was the integration of job titles (or functions performed) into the tool in 2015.
Before that there were a limited number of “spheres of activity” which could be selected. According to
one authority consulted in the context of the interviews, this could distort the analysis as the company
needed to adapt its real functions to make them correspond to the spheres of activity offered by Logib,
and this could lead to distortions in the coding, compared to a completely free choice of codes. For that
authority, the fact of leaving the field open to companies to enter their own job titles and then code them
individually was an important development to allow the tool to better reflect the reality of each company.
However, it should be specified here that sphere of activity was not a variable taken into account in the
model and that the coding of the functions for the job-related variables was already unrestricted.

However, the major development in this respect was the development of detailed instructions on how
to code these functions for the two variables “skill level” and “professional position”. One of the
main reasons for developing these instructions was to adapt to national and international norms (CITP-08)
which were then adjusted to the reality of companies in Switzerland. The factors which these two varia-
bles were intended to measure had been defined in a uniform manner while allowing companies to retain
a degree of room for manoeuvre to be able to code their functions in the way that most closely matched
the reality and would be pertinent in an internal comparison. Various examples and aids were incorpo-
rated into the instructions in this respect. The coding of these two variables is an essential aspect of the
analysis method and it is important that this be done correctly in order to guarantee the relevance of the
model. Although the model has not been expanded to include other variables, the variables taken into
account have been continuously refined and verified to keep them in line with national and international
knowledge.

Another essential aspect of the analysis model is the way wage components are captured. In this re-
gard, a significant development has occurred with the technical description for the pay specification in the
Confederation’s standard analysis model, and in particular the legally compliant pay specification pro-
duced by PricewaterhouseCoopers in 2019. This important specification work made it possible to define
clear criteria for whether or not to take into account different wage components in the analysis, taking
into account the discriminatory potential of each element and the best way to deal with questions relating
to the frequency of payments. As a result of this work, a detailed list of numerous existing wage compo-
nents was drawn up, accompanied by a list of criteria to examine in order to evaluate the relevance of
capturing these elements. This development provided a way to harmonise the process for capturing the
different wage components found in companies and is thus leading to a more standardised analysis pro-
cedure. Furthermore, this pay specification made it possible to spotlight the need to treat compensation in
time in the same way as compensation in money; that is, as a wage component. This led to an adaptation
in the standardisation of wages to usual weekly working hours in the tool at the time the web version was
released.
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Fittingly, the standard analysis tool was modernised and made available in the form of a web-based tool
in July 2020 with the aim of ensuring that it would be accessible and simple to use. This modernisation
made it possible to integrate various aids, options and filters in order to make it easier to capture data
accurately and correct them directly in the tool. Both the cockpit incorporated into the tool and its
expert mode'™ present results from a number of automatically executed plausibility tests and several in-
depth analyses which have already been completed. This interface thus allows users to gain an overview
of their data and of a significant number of results which it would only have been possible to obtain previ-
ously with the help of in-depth analyses executed separately, outside of the tool. In the view of several of
the authorities interviewed, this modernisation allows users to obtain higher-quality data more quickly
and improves the standardisation of the process, including for in-depth analyses.

Finally, also in 2020, the estimator proposed by Kennedy (1981) was integrated into the analysis
method in order to estimate the impact of gender on wages. As we have already discussed, the calcula-
tion of the discrimination coefficient always involves an element of uncertainty. However, the Kennedy
Estimator provides a consistent and virtually unbiased estimator, which thus improves the model's accu-
racy.

Apart from these many technical developments and clarifications to the tool, it has also been the subject
of many external appraisals which have confirmed that it is scientifically rigorous and legally compli-
ant, as the declaration of conformity attests. These appraisals will be reviewed in more detail in Section 3.
However, we can already confirm here that these appraisals have massively reduced the initial uncertainty
surrounding the standard analysis model, which was sometimes considered too “simple” or as only allow-
ing an “approximate” measure. The relevance of the model used by the tool and the variables included
has been confirmed many times over, as has the choice not to expand the model to include new variables.
The lack of empirical data on the tool has also been remedied in the interim.

Furthermore, from 2023 onwards the standard analysis tool will be integrated into ERP (Enterprise Re-
source Planning) software packages of designers certified by Swissdec, an association which deals with
electronic exchanges of financial data within the Swiss e-government system. This impending integration
into the Swiss ELM electronic salary reporting system via ERP systems should also help improve the quality
of data management and reduce inaccuracies in how the tool is used, in particular at the point of data
capture.

These various developments have thus made the tool more accurate, standardised and accessible. They

should thus make it possible to limit errors in the use of the standard analysis model and thereby reduce
the risk of the analysis producing only an inexact result or one that does not reflect a company’s opera-

tional reality.

2.5 Developments in control practices

Another pivotal element, directly linked to the analysis method, is control practices, which have also
seen a great many improvements since the pilot phase began more than 16 years ago.

The study by Trageser et al. (2011) highlighted several problems relating to the quality and complete-
ness of the data collected in the context of the first reviews: missing data for certain groups of employ-
ees (e.g. management), entire variables missing (e.g. actual educational level), capture of allowances and
other payments made only once a year, differentiated validation depending on the specialist responsible
for the review. Furthermore, in-depth analyses (formerly step 3) were carried out repeatedly, incorporating

14 Logib’s expert mode allows in-depth analyses to be executed and is aimed in particular at equal pay experts conducting analyses.
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additional, company-specific variables into the analysis. In two cases, this variable was workplace, and in
the last it was a variable for shift work. In other cases, these in-depth analyses singled out, for example,
two separate employee groups (hourly vs monthly) or carried out matching as the number of women was
low. In certain cases, worst case scenarios were established so as to be able to estimate missing education
or wage data and thus still be able to conduct the analysis. Finally, the analysis reports were only partly
standardised at the time, and consequently less uniform.

Trageser et al. (2011) thus felt that consistency and quality could be further improved by providing stand-
ardised instructions for data validation and coding of jobs, a better definition of outliers, definition of
criteria for more in-depth analyses, a more detailed presentation of the results, as well as greater scope to
apply pressure in the event of missing data by means of legal bases and options for sanctions.

These problems have been gradually eliminated by developing control practices at the federal, cantonal
and municipal levels. These developments, like those of the tool, have been guided by the goal of stand-
ardising the process. This consequently translated into the development of a number of documents
aimed at harmonising the control practices. In particular, we can cite the following documents:

B Directive on monitoring of equal pay: document regulating the legal aspects of control as well as
how it is to be conducted and the time frames to be applied to the different steps.

B Questionnaires 1 and 2: forms aimed at obtaining information on the data held by the reviewed en-
tity which allow the reviewer to clarify certain questions before starting data validation.

B Checklist and report for internal validation (IVP): documents providing the specialists responsible
for the reviews a base of the different elements to verify and the validation tests to perform for each of
the variables in a detailed and accurate manner in order to guarantee exact and consistent data.
mCollaboration with specialists and ongoing development of the instructions: regular exchanges
with equal pay specialists allowing knowledge-sharing and guaranteeing continuous improvement and
standardisation of the review process, including instructions for use which have developed greatly since
the reviews were introduced.

B Standardised review report: report to be sent to the entity at the end of the review which presents
the key results in a standardised manner.

B Modernisation of Logib: Validation aids, detailed analyses, sensitivity analyses, interface with ERP sys-
tems (from 2023).

The development of these documents constitutes an important advance in the quality and completeness
of the data, as well as in the standardisation of the process. All these elements reduce the potential uncer-
tainties relating to the use of the tool and the review procedure, which was also one of the arguments
used to justify the existence of the tolerance threshold in some appraisals (see Section 3.1). We will also
look at the experiences of the supervisory authorities with this procedure in Section 4.2.

2.6 Developments of the context

Apart from the developments in the tool and control practices, the context surrounding equal pay anal-
yses and reviews plays a crucial role in any discussion of this subject.

As regards the legal context, the main developments arise from the revised Gender Equality Act (GEA)
which entered into force in 2020. The revised GEA requires employers with at least 100 employees to
carry out an internal equal pay analysis using a scientific and legal method, such as the standard analysis
model provided by the Confederation. Moreover, as spelled out in Article 13c para. 2, the Confederation
has the task of providing all employers with an analysis tool free of charge. Furthermore, a new law on
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public procurement (PPA) entered into force in 2019. This makes it possible to better reflect existing prac-
tice in the field of wage equality but is not significantly different to the 1996 version. In particular, the
PPA specifies that public procurement contracts may be awarded only to bidders that comply with the re-
guirement for equal pay between women and men and that non-compliance with these conditions may
result in them being excluded from the process or having the award revoked, as well as sanctions. The
contracting authority also has the right to monitor compliance with wage equality between women and
men. The new bidder’s declaration notably stipulates that entities with 100 or more employees must pro-
vide evidence of having ensured compliance with the requirement for equal pay between women and
men.

These recent legal changes cement the importance of equal pay compliance by companies as well as
the sensitisation of the latter to this issue, as all companies with 100 or more employees must carry out
an equal pay analysis at least once. These elements also consolidate knowledge of the Logib module 1
analysis tool and how it is used. Companies with 100 or more employees together employ around 46% of
Switzerland’s workers.

Apart from these legal changes, it is important to note that a large number of cantons (17), municipal ar-
eas (128), and semi-public organisations (90) have thus far signed the Charter for equal pay in the
public sector, introduced in 2016, which marks their commitment to strengthening awareness of wage
equality issues and ensuring equal pay compliance in the public procurement and/or subsidies system. In
this regard, a report on the strategy for strengthening the Charter on equal pay is currently being drawn
up in response to Postulate 20.4263 “Strategy for strengthening the Charter on equal pay” from the Na-
tional Council’s Science, Education and Culture Committees.

In addition to the FOGE, 6 cantonal and municipal authorities (listed in Section 1.3.3), whose experiences

will be taken into account in this report, have already put in place review procedures within their public
procurement and/or subsidies systems. Currently, 3 other cantons are in the process of putting in place a

procedure or discussing the possibility of doing so: Jura, Ticino and Basel-Land. The study by Riegge et al.
(2018), which concerned the effects of equal pay reviews in the Confederation’s public procurement sys-

tem, showed that these played an important role in increasing companies’ awareness, and that most of
them had carried out new analyses afterwards, the majority of which at regular intervals. The prolifer-
ation of reviews conducted and of authorities having introduced reviews in their own public procurement
and/or subsidies systems are thus undeniably contributing to raising awareness around the issue of wage

equality.

Finally, in 2021 the Federal Council adopted the 2030 Gender Equality Strategy, which counts eliminat-
ing wage discrimination as one of its specific objectives. This strategy strengthens political engagement at
the federal, cantonal and municipal levels in the fight against wage inequality and identifies as a priority
the pursuit of “developing and making available quality tools for analysing wage equality” by the Confed-
eration. This strategy is also part of an international context of various efforts and measures'® directed to-
wards eliminating all wage discrimination.

Table 3 below provides a summary of the main developments concerning the three aspects reviewed
here; namely, the analysis tool, control practices and the context.

> Among others, we can cite here the Equal Pay International Coalition (EPIC) and the EU’s new Pay Transparency Directive.
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Table 3: Overview of main developments

Aspect
Analysis tool

Main developments

- Integration of job titles and detailed instructions
for coding of job-related variables

- Pay specification

- Modernisation of the tool and

validation aids

Impact

- Improved accuracy and standardisation
in usage of tool, error limitation

- Improvement in data quality

- Improved accessibility and understand-
ing of the tool

- Expert opinions guaranteeing the tool’s scientific
rigour and legal compliance

- Kennedy Estimator

- Integration into ERP systems from 2023

Control practices - Directive regulating legal aspects - Standardisation of process

- Documents for data collection and validation - Better quality and completeness of
(questionnaires, checklist, IVP) data

- Collaboration with specialists and ongoing devel- - Practices up to date with current
opment of practice as well as of the instructions for knowledge

use of the tool

- Standardised report

- Modernisation of the tool, validation aids, sensi-

tivity analyses, integration into ERP systems from

2023

- Revision of the Gender Equality Act: analysis man- - Greater sensitisation to the topic
datory for companies with 100 or more employees, - Strengthening of the fight against ine-
new PPA (Federal Act on Public Procurement) qualities

- Charter for equal pay in the public sector

- Introduction of reviews in municipal areas/cantons

- Equality Strategy 2030

Background

Source: BASS presentation

Interim conclusion 2

B Since the reviews were introduced, the standard analysis model has not been expanded to include new
variables. Several assessments dealing with the question have demonstrated that the variables taken into
account were relevant and non-discriminatory, while the addition of new variables was not advised as the
majority of these are discriminatory or would require too great an effort on the part of companies to im-
plement in an objective and neutral way. The standard analysis model was deemed to be scientific and
legally compliant. Moreover, the variables taken into account have been regularly adapted to correspond
to evolving knowledge at the national and international level

B However, both the tool and the variables taken into account have undergone numerous developments
and improvements over the years in order to make them more accurate and standardised. Likewise, con-
trol practices have also evolved in this direction, notably with continuous sharing of knowledge and good
practices with equal pay specialists. These developments are helping to decrease the room for manoeuvre
for correct usage of the standard analysis model and thus increase the probability of obtaining results
which concur with the company’s operational reality.

B The developments in the legal, social and political context have contributed to greater awareness of the
topic of wage equality, to a growing interest on the part of companies to prove their compliance with this
provision, as well as to a strengthened political commitment to combat wage discrimination.

3 The tolerance threshold in the literature and other domains

Since it was defined during the pilot phase of equal pay reviews, the tolerance threshold of +/-5% has
never been adjusted. However, various studies have yielded interesting insights on this topic. On the one
hand, several studies which have looked into the analysis method or the equal pay reviews have assessed
the relevance of the tolerance threshold. These are reviewed in Section 3.1. On the other hand, several
studies have contributed empirical results, based on different data sources, regarding the tolerance
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threshold and a potential adjustment to it. These results are described and analysed in Section 3.2. Finally,
the documentation and literature on tolerance thresholds or limit values used in other countries or fields
have also been researched and analysed to determine whether conclusions can be drawn for the tolerance
threshold in equal pay analyses in Switzerland. This research is summarised in Section 3.3.

3.1 Evaluations of the tolerance threshold

3.1.1 Evaluation of the pilot review phase (2006-2011)

In 2010, National Councillor Marina Carobbio Guscetti submits a motion entitled “Combating wage ine-
quality effectively” (10.3420). This motion petitions the Federal Council to evaluate the tolerance
threshold of +/-5%, taking into account the results of the reviews already conducted. In its response of
18 August 2010, the Federal Council proposes to reject the motion as the FOGE is meant to have already
submitted a report to the Federal Procurement Commission (FPC) on equal pay reviews having taken place
since 2006 and the tolerance threshold is to be re-examined by the FPC and FOGE after this evaluation.
Furthermore, the Federal Council indicates that the tolerance threshold was introduced by the FPC and
FOGE mainly to limit the administrative costs to companies of reviews, which would be much higher
if all the factors with an impact on wages within a given company had to be taken into account in the
analysis. The Federal Council adds that the FPC and FOGE “have shown themselves to be quite generous
in choosing this value in order to give companies time to take the necessary measures to respond to the
requirements. This threshold is used only during reviews conducted in the field of public procurement.
This makes it possible to keep the burden represented by these reviews within acceptable limits and to
avoid companies being wrongly sanctioned. This tolerance threshold is also intended to have a preventive
effect. It should in no way enable wage discrimination. The law itself does not envisage any tolerance
threshold at all.”'¢ Apart from the aspect aiming to limit the administrative costs and workload for compa-
nies, the Federal Council thus brings to the fore the preventive aspect of the tolerance threshold as well
as the fact that it is relatively generous to allow companies to take the necessary measures.

As mentioned in the Federal Council’s response, the FOGE initiated the equal pay review procedure in the
public procurement system in 2006, with an initial pilot phase of 5 years.'” This pilot phase was evaluated
by INFRAS in 2011 (Trageser et al.). The main aims of this evaluation were to examine how the method
was used in practice during the 14 reviews conducted up to that point, to evaluate the results of those
reviews and to evaluate the tolerance threshold of +/-5% based on the results.

The evaluation of the tolerance threshold by Trageser et al. (2011) is based primarily on the opinions of
experts in the field who were interviewed as part of the study. At the time, the majority of the equal pay
specialists interviewed for the study felt that the tolerance threshold was still essentially appropriate as,
with the information available to them at the time, they felt that the standard analysis model only allowed
for an “approximate measure”. Indeed, although the standard analysis model was deemed appropriate
for analysing wage equality at the company level, the specialists identified certain limits or potential im-
provements at that time: with regard to the variables, some felt that in certain cases adding non-discrimi-
natory variables specific to the company being analysed would provide scope to improve the accuracy of
the model and of the result. They also felt that a better specification of the variables already included in

16 Federal Council opinion of 18.08.2010 on motion 10.3420 “Combating wage inequality effectively”. Consulted online on
30.05.2022: https://www.parlament.ch/fr/ratsbetrieb/suche-curia-vista/geschaeft? Affairld=20103420

7 This pilot phase of the review process between 2006 and 2011 should not be confused with the period during which the review
tool was tested on 5 companies between 2001 and 2003.
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the analysis would also contribute to this improvement in the model’s accuracy, as would using a het-
eroskedasticity-robust standard error.

The majority of the specialists thus thought that the tolerance threshold of +/-5% was appropriate to the
model in the form it was in at the time. Furthermore, the existence of a tolerance threshold was perceived
as a good thing from a strategic perspective, as it allowed companies to see the tool as fair and to be
cooperative. However, several specialists were of the opinion that the tolerance threshold could be ad-
justed under certain conditions. Thus, one specialist believed that it was already possible to lower the
tolerance threshold to +/-3%, as companies had become familiar with the tool in the meantime. In the
case of in-depth analyses, this individual even wondered if the tolerance threshold should not be aban-
doned completely. Other specialists felt that the tolerance threshold could be lowered for in-depth anal-
yses, or vary depending on economic sector, for example.

Moreover, one statistics specialist interviewed as part of this study saw the tolerance threshold as prob-
lematic. Indeed, according to this person it cannot be ruled out that, among the companies with results
below the tolerance threshold, there are some for which the model is already masking the reality very
well. In these cases, the tolerance threshold would represent a “political choice” and a “conciliation
value”, as it would mean that a statistically proven instance of wage discrimination would be accepted in
such cases. One of the main arguments justifying the introduction of a tolerance threshold was thus not
relevant for this specialist.

Based on these considerations, Trageser et al. (2011) felt that the tolerance threshold had the following
positive side: it detected the most significant infringements of the equal pay principle while also sub-
stantially limiting the probability of companies being wrongly accused of wage discrimination. However,
according to this study the tolerance threshold could have allowed certain companies to be wrongly ex-
onerated in the context of reviews and it thus needed to be adjusted, as did the standard analysis model.

For this latter reason, Trageser et al. (2011) notably thought that the tolerance threshold should be
lowered under certain conditions and gave the following justifications for this:

B The sensitisation of companies to wage equality should have increased in the meantime;

B The additional experiences relating to wage inequality within companies have shown that the toler-
ance threshold could also be set lower;

B The reviews conducted up to that point had already led to in-depth analyses, which made it possible
to obtain a more accurate result.

The authors thus proposed lowering the tolerance threshold to 2-3%, on the condition that the stand-
ard analysis model be adapted with certain possibilities for improvement and that the additional (in-
depth) analyses be introduced as standard (better specification of variables depending on case, calculation
of additional variants, separate regression analyses, etc.). According to Trageser et al. (2011), lowering the
tolerance threshold would result in fewer companies being wrongly exonerated of discrimination. How-
ever, expanding the model would entail an increase in workload relating to the reviews, and the analy-
sis model would lose its “standard” aspect, as the in-depth analyses would depend on the situation of the
companies and the specialists’ case-by-case assessments.

This study constitutes one of the most detailed evaluations of the tolerance threshold available to date.
However, it is based solely on the results of the 14 reviews carried out up to the time of its writing. A
great many insights and experiences have been acquired since. In the meantime, however, other studies
focusing primarily on the method used to measure wage equality, the choice of variables, or the impact of
the equal pay reviews, have approached the topic in a more concise manner.
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3.1.2 Evaluation of federal government equal pay analyses (2015)

One of these, in particular, is the study conducted jointly by the University of St. Gallen’s Schweizer Insti-
tut far Empirische Wirtschaftsforschung (SEW) and INFRAS (Felfe et al. 2015) in response to the postulate
“Equal pay. Improving the relevance of the statistics” (14.3388) submitted by Rudi Noser on 2 June 2014,
which notably tasked the Federal Council with critically examining the method used to analyse in-
stances of wage discrimination established by the FOGE, while considering in particular the possibility
of taking into account additional variables for equal pay analyses, such as actual work experience, man-
agement experience, continuing education courses, linguistic skills, or work-time percentage during ca-
reer. The study by Felfe et al. (2015) concluded that the variables included in the existing model had a
high to very high explanatory content and did not have the potential to be discriminatory. In contrast, the
majority of the other proposed variables did have discriminatory potential, apart from linguistic skills and
difficult mental and physical working conditions, provided they were evaluated in a neutral manner, which
would entail a very significant workload for the company. For these reasons, it was not advisable to ex-
pand the standard analysis model.

As regards the analysis model, the equal pay specialists conducting the reviews in the public procurement
system viewed it very positively, although they felt that there was still room for certain improvements, in
particular in the specification of the variables, for example by adding extra levels to the “skill level”
and “professional position” variables, using education level as a categorical variable (rather than calculat-
ing years of education) or adding an analytical evaluation of functions to the analysis. Furthermore, the
equal pay specialists felt that the analyses carried out using the standard analysis model provided less sta-
tistically significant results in small enterprises (between 50 and 100, or even 200 employees) and that
this was leading to a stronger presumption of innocence in these enterprises: for small enterprises, a sig-
nificant result only appeared in the event of a major violation of the equal pay principle, while for large
enterprises the result can already be significant when the gender-specific wage difference exceeds the tol-
erance threshold slightly.

The wage analysis specialists consulted were more critical of the model: they felt, in particular, that the
two variables “skill level” and “professional position” did not go far enough to evaluate the requirements
associated with the function performed and that the model was thus too focused on the individual char-
acteristics of the people concerned (education level, years of service) and not enough on the functions.
According to these specialists, it was thus necessary to include an analytical evaluation of functions in
the analysis model to resolve this issue.

Furthermore, the statistical method used in the standard analysis model, namely the OLS regression, was
considered scientific and appropriate. However, in certain cases, it could lead to a distortion in the re-
sults of the analysis, in particular when the distribution of women and men over the explanatory varia-
bles was not proportional (e.g. only women at one professional position level). In these cases, the authors
recommended conducting sensitivity analyses to examine how this could impact the result.

To take account of the fact that, in certain individual cases, companies have relevant internal variables (in-
house scale for evaluating functions, criteria for difficult physical/mental working conditions) to determine
wages which are not discriminatory but are not taken into account in the analysis (omitted variable bias),
a +/-5% tolerance threshold and a statistical significance test were introduced. According to Felfe et al.
(2015), the tolerance threshold and significance test thus keep the probability of a penalty at a low
level for a large proportion of companies (above all small and medium-sized enterprises). According to
this study, the 5% level of the tolerance threshold has no theoretical, empirical or legal foundation
and, what is more, it is not possible to establish the appropriate level for the tolerance threshold
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in a theoretical and empirical manner. To do this, it would be necessary to know, observe and meas-
ure all the other objective factors with an impact on wage inequality and be able to estimate the potential
for discrimination of each factor. Broadly speaking, Felfe et al. (2015) felt that the tolerance threshold
should be adjusted downwards if the analysis model came to incorporate more variables with explanatory
potential or if the use of an alternative statistical method resulted in a lower gender-specific wage differ-
ence. The interaction between these elements and the level of the tolerance threshold was unclear, how-
ever. They thus concluded that it is not possible to quantify the adjustment to the tolerance thresh-
old based on changes made to the model or the method and that the tolerance threshold level needs to
be set first and foremost based on the experts’ assessments.

From the point of view of the companies consulted during this study, around a third felt that the toler-
ance threshold was appropriate, another third felt it was too high, and the final third too low. It is inter-
esting to note that more of the companies which had already completed a wage analysis using the Con-
federation’s standard analysis model than of those who had not yet had that experience judged the toler-
ance threshold to be too high. However, 85% of the companies stated that they would prefer the analysis
model to remain relatively simple and the tolerance threshold to remain the same, rather than the analysis
model being expanded and the tolerance threshold lowered as a result.

In the opinion of the specialists carrying out equal pay reviews who were interviewed at the time, the +/-
5% tolerance threshold had proved to be appropriate enough, despite having been initially set in a rela-
tively random way. Certain specialists, however, felt that the tolerance threshold could be lowered in the
light of their experience. All of these specialists agreed that the tolerance threshold would need to be low-
ered if the model came to be expanded to include new variables, in which case some of them even felt
that the tolerance threshold should be scrapped completely. The consultants interviewed also felt that the
tolerance threshold was appropriate and that it should be lowered if the model was expanded. However,
both the controllers and the consultants said they would prefer to keep a relatively simple model with the
current tolerance threshold rather than expanding the model and lowering the threshold.

Based on these assessments, Felfe et al. (2015) thus issued the recommendation that the +/-5% tolerance
threshold should be kept unaltered if the model was to remain in the same state, and adjusted
downwards if additional non-discriminatory variables were to be incorporated. However, they felt that the
relevance of the tolerance threshold should be re-verified in line with new experiences gained as
“the present evaluation is based on only a very small number of experiences.”

As we have seen, the evaluation by Felfe et al. (2015) highlights on several occasions that any incorpora-
tion of new variables into the analysis model should result in a lowering of the tolerance threshold. How-
ever, that same study highlighted the scientific relevance of the existing analysis model and the variables
included in it, while demonstrating that the majority of the other variables mentioned, in particular in
Noser’s postulate, were potentially discriminatory or would require too sizeable an effort from companies
to implement in a non-discriminatory way. This apparent contradiction can be explained by the still rela-
tively limited experience available at the time with respect to the analysis tool and by the initial idea that
the model applied by the tool was relatively “simple” and could thus still evolve. The experiences accumu-
lated subsequently made it possible to refute this idea and to confirm the scientific relevance of the analy-
sis model used, as we will see in the following sections. Furthermore, the omitted variable bias identified
as a potential problem is currently the subject of various discussions and work in progress.
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3.1.3 Assessing the impact of regulation - amendment to the GEA (2015)

That same year, a Regulatory Impact Analysis (RIA) was conducted by Stern et al. (2015) in view of the in-
troduction into the GEA of an obligation to carry out an in-house equal pay analysis. The study reiterates
the same conclusions as the report by Felfe et al. (2015) on the tolerance threshold of +/-5%. However, it
offers additional interesting information on the other countries with experience of measures for imple-
menting equal pay. The majority of countries with these types of measures use simple direct wage com-
parisons based on gender-neutral function categories. Tools based on a regression analysis are not pre-
scribed by any country. However, all the countries (England, Finland, France, Germany, Luxembourg and
Portugal) which provide a non-compulsory tool for verifying wage equality based on a regression analysis
use variants developed/adapted from Logib which are implemented in a similar way to Logib, that is with
the same variables. In contrast to Switzerland, these tools similar to Logib do not include any tolerance
threshold.

In its response to the Noser postulate, the Federal Council, returning to the two studies mentioned above,
concluded that the statistical method used to measure wage equality at the company level was scientific
and legally compliant, that the choice of variables was appropriate and did not require any expansion, and
that the tolerance threshold of +/-5% had proved itself and should be retained.

3.1.4 Assessments from the legal perspective

Other works have looked into the relevance of the model and its variables from the legal perspective,
while not addressing the question of the tolerance threshold, or only in a very marginal way. Binggeli et
al. (2018) in particular reiterate the argument that the tolerance threshold was set to take into account
the potential influence of other non-discriminatory, objective factors specific to the company being re-
viewed. They also return to the conclusion of Felfe et al. (2015) that the tolerance threshold applied in the
public procurement system was appropriate despite not having any scientific foundation. Binggeli et al.
(2018) clarify, however, that the tolerance threshold “remains dependent on political decisions and
should be reconsidered if changes are made to the regression type or the variables.”

Legal specialists Parli and Oberhausser (2019), for their part, made a detailed study from a legal perspec-
tive of the potential for discrimination of the explanatory variables used to measure wage equality be-
tween women and men and did not directly discuss the question of the tolerance threshold. However, this
study includes several interesting elements with regard to the link between statistical discrimination
and equality from a legal point of view. According to the authors, statistics are ambivalent when it
comes to discrimination, as on the one hand they provide a foundation for combating discrimination but
on the other they can have discriminatory potential when they generalise certain characteristics.

With regard to the tolerance threshold, the contributions from the legal perspective can be summarised as
follows: all wage discrimination, irrespective of its scale, is forbidden by the constitution and by federal
law. However, the risk exists that an entity may be wrongly “accused” of wage discrimination according
to the statistical analysis and thus be wrongly sanctioned or not obtain a public contract (type I error). At
the same time, the risk also exists that a competing entity may obtain a public contract despite paying dis-
criminatory wages on the grounds of gender, because the statistical analysis arrives at a result which is still
below the tolerance threshold, and that another entity with gender-neutral wages will thus fail to obtain
the contract and thus be discriminated against (type /I error).
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3.1.5 Other analyses and publications on Logib module 1

In addition to the various evaluations carried out on behalf of the FOGE presented above, Logib module 1
has undergone regular external evaluations at the national and international level. However, these evalua-
tions do not provide any guidance on the tolerance threshold.

At the national level, we can refer in particular to the recent work by Felder and Wunsch (2021), who
conducted a methodological evaluation of the Logib module 1 standard analysis tool by carrying out anal-
yses based on data from the 2018 ESS.'® According to the authors, the tool has two main limitations:
first, it does not take into account the profession exercised except through the “skill level” and “profes-
sional position” variables. From their point of view, this is not enough as there may be significant differ-
ences in terms of requirements and skills between functions in the same combination of skill level/profes-
sional position. For this reason, they believe that the 6 criteria taken into account for evaluating functions
in Logib module 2'¢ are better able to encompass the differences between the professions exercised, alt-
hough they still feel that the optimal solution would be to take the profession exercised into account di-
rectly as a variable within the tool. However, it should be mentioned here that, in the opinion of experts,
the proposal by Felder and Wunsch to include the profession exercised in the analysis would only allow
measuring of equal pay for equal work, and therefore would no longer meet the legal requirement to
compare different work of equal value.

Second, Felder and Wunsch feel that the use of Logib module 1 for companies with fewer than 100
employees has little relevance as comparability between women and men is not sufficiently guaranteed:
there is not always a counterpart of the other gender with the same individual or function-related charac-
teristics, which lowers the statistical significance of the results. The authors feel that the analysis tool
should therefore be complemented by a tool for evaluating comparability between women and men
within the company. However, the form this additional tool would take is not specified.

Again at the national level, Vaccaro (2015) highlighted that equal pay analyses using Logib module 1 have
helped to reduce cases of unexplained wage inequality in companies with at least 50 employees.

Furthermore, at the international level, Logib module 1 has been awarded the UN Public Service Award
and the Good Practice label issued by the Equal Pay International Coalition (OECD, ILO, UN Women).
Other countries, such as Germany or Luxembourg in particular, have used Logib module 1 as a base for
developing their own tool for analysing wage equality within companies. In Germany's case, the Logib-D
tool (see Section 3.3.1) has also undergone several evaluations since its introduction; however, these are
less relevant to the present mandate given the differences in context and usage.

'8 The empirical results from Felder & Wunsch (2021) are briefly presented in Section 3.2.2.

19 The 6 criteria taken into account in Logib module 2 are: 1) Education/training requirements; 2) Requirements regarding ability to
work independently; 3) Requirements in terms of specific expertise and methodological skills; 4) Responsibility-related requirements
and demands; 5) Psychological and social requirements and demands; 6) Physical requirements and demands.
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Interim conclusion 3

Broadly, both the authors of the various studies and the interviewed specialists are united in concluding
that the tolerance threshold was set in a prudent and generous way in order to avoid unjustified sanc-
tions, with no real theoretical, empirical or legal foundation. Nevertheless, it was deemed appropriate for
various reasons. On the one hand, it fostered acceptance of the process by companies and gave them
time to build awareness of the topic. On the other, it provided a way to offset the lack of empirical ex-
perience regarding the appropriateness of the model in practice and the fact that certain other potential
non-discriminatory company-specific variables are not taken into account in the analysis.

According to these various evaluations, however, this threshold would need to be lowered if the model
were to be optimised, expanded or to include in-depth analyses. Nevertheless, various studies have
demonstrated that it was not appropriate to expand the standard analysis model as the majority of the
variables proposed harboured discriminatory potential or entailed too great an effort for companies. Still,
some studies provided scope to identify potential ways to improve the standard analysis model, in par-
ticular with regard to the specification of the variables included, better evaluation of the functions or the
minimum number of data sets required for use of Logib module 1. Some of these recommendations have
already been implemented as part of the tool’s development, while others are currently being considered.

Furthermore, the studies have highlighted the need to regularly examine the appropriateness of the tol-
erance threshold in the light of new experiences within the context of equal pay reviews or analyses. In
the absence of a legal or empirical foundation, the threshold should primarily be set based on assess-
ments by experts in the field. Nonetheless, this decision remains to a very large extent a political one.
For this reason, it is important to recall that the law does not provide for a tolerance threshold and
prohibits any discrimination on the grounds of gender. Likewise, from an econometric perspective it is not
possible to determine the appropriate value for the tolerance threshold, insofar as any regression analysis
already includes a confidence interval aimed specifically at limiting the risks of reaching a false conclu-
sion. Finally, other countries using similar tools for analysing wage equality do not apply any tolerance
threshold at all.

3.2 Empirical results concerning the tolerance threshold

In addition to the various results presented in Section 3.1, which are essentially based on the opinions of
equal pay specialists or other stakeholders within the field, a number of reports have provided empirical
results on the tolerance threshold in equal pay analyses based on different types of data and calculations.

3.2.1 Reviews in the public procurement system

Until now, just one study has been based on the results of reviews conducted within the public procure-
ment system, and that is the work by Trageser et al. (2011). This study focused solely on the 14 reviews
carried out up to that point. In 10 of these reviews, the gender-specific statistical effect differed signifi-
cantly from zero. Of these 10 reviews, 2 significantly exceeded the +/-5% tolerance threshold, 4 others
exceeded the threshold but not significantly, and 4 were below the threshold. However, lessons to be
learned from these initial observations remain relatively limited. One of the objectives of this working pa-
per is thus to update these observations taking into account the results of the numerous other reviews
conducted since 2011.
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3.2.2 Swiss Earnings Structure Survey

Several studies have sought to provide empirical results on the tolerance threshold based on data from the
Swiss Earnings Structure Survey (ESS), which are representative of the company landscape in Switzer-
land. These analyses are possible because the variables used in the standard analysis model are similar to
those used in the ESS, despite certain differences. Particular attention should be paid to the following
points when interpreting the results of these studies.

First, the definition of wages in the ESS differs from the legal definition used in the analyses carried out
using the Logib standard analysis tool. The dependent variable is thus similar, but specified differently.
Then, the ESS variable “skill level of the profession exercised”, which corresponds to the international
ISCO-08 standard and is used with more than 40 categories in the ESS breakdown analysis, essentially
needs to be aggregated on 4 levels to allow for analysis with Logib. From the conceptual perspective, this
aggregation does not correspond to the “skill level” variable which is used in company-level Logib anal-
yses and which allows for a considerably better explanation of wage disparities than the ISCO-08 code
depending on the profession exercised. In principle, the ESS is not designed for analyses at the company
level, but the national level. Thus, for example, a qualified computer scientist will always be ranked at the
highest level of ISCO-08 as an academic profession, whatever the function the person performs within the
company (e.g. even if the person is just starting out in their professional career). These elements can thus
explain certain significant differences between the results of the analyses based on the ESS and those
based on the reviews, as we will see.

The first of the studies based on ESS data was that of Graf and Garibian (2014), commissioned by the
FOGE and presenting the result of a certain number of analyses carried out based on data from ESS 2010.
The authors of this study simulated Logib analyses on a sample of private companies which had re-
sponded to ESS 2010 and which had at least 50 employees, of which at least 10 women and 10 men, and
which employed less than 80% managers and supervisors. Only 3,000 companies out of the 42,000 in-
cluded in the ESS met these criteria and could thus be used for the simulations.

Graf and Garibian (2014) were thus able to establish that the tolerance threshold of a 5% gender-specific
wage difference to the disadvantage of women is exceeded in 25% of the companies in the sample and
this moves in an almost linear fashion depending on the tolerance threshold set. Thus, this figure is 33%
for a 3% threshold, 38% for a 2% threshold, 44% for a 1% threshold and 50% if no tolerance thresh-
old is applied. Conversely, if the threshold is set at 9%, 12% of the companies still exceed it. As regards
discrimination to the disadvantage of men, the proportions are considerably lower. Thus, this figure is
0.5% for a 5% threshold, and 2% when no threshold is applied.

Graf and Garibian (2014) were therefore also able to establish that certain sectors discriminate more
against women than others. Thus, in the metallurgy, production of electronic equipment, watchmaking
and retail trade sectors, women are discriminated against in approximately 40% of companies with a tol-
erance threshold of 5%. Conversely, they are discriminated against less frequently in the accommodation,
legal or accounting activities, or human health sectors. The proportion of women in the sector does not
necessarily affect this, as both the retail trade and health sectors have a high proportion of women. Fur-
thermore, the analyses showed that the discrimination coefficient of the expanded regression was still
lower than that of the basic regression, which means that women, all other things being equal, hold less
well paid posts.

More recently, simulations by Felder and Wunsch (2021) based on data from ESS 2018 showed that 24%
of private sector companies and 10% of public sector entities exceeded the tolerance threshold of a
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+/-5% gender-specific wage difference. This study used a process similar to that of Graf and Garibian
(2014) but applied a minimum of 60 employees, of which at least 20 women and 20 men.

The most interesting results, however, came from the recently published study by Chavez-Juarez and Graf
(2021), commissioned by the BEFH equality body of the canton of Vaud. These authors carried out an em-
pirical analysis based on data from 2,845 employers taken from ESS 2018 and meeting the criteria of hav-
ing at least 50 employees with at least 20 women and 20 men. With these results they were able to show
that 80.9% of the entities do not significantly exceed the tolerance threshold when set at +/-5%,
65% do not with a threshold of 2% and 49.8% do not when the threshold is set at 0%. These fig-
ures thus remain comparable with those of Graf and Garibian (2014) although slightly lower. More than
30% of the entities present a gender effect which is significant but does not exceed the tolerance thresh-
old of +/-5%. Additional analyses show that the results vary depending on sector (public vs private), size
of employing entity, economic sector and proportion of women and women managers within the entity.

Thus, more than 90% of the public sector entities do not exceed the tolerance threshold of +/-5% sig-
nificantly, while this share is only around 77% in the private sector, which is consistent with the results
obtained by Felder and Wunsch (2021). However, this difference falls sharply when there is no tolerance
threshold.

The large entities, for their part, are less likely to exceed a tolerance threshold of +/-5%, but this trend re-
verses when the threshold is set at 0%. This can in particular be explained by greater accuracy in the cal-
culations for larger entities, which thus obtain statistically significant results more frequently, even with
relatively small effects.

As in the study by Graf and Garibian (2014), Chavez-Juarez and Graf (2021) also noted some significant
differences between sectors. The sectors where entities most frequently exceed the tolerance threshold,
at both +/-5% and 0%, are the manufacturing industry and trade, which is consistent with the results ob-
tained by Graf and Garibian (2014) and Kaiser and Méhr (2021). Conversely, it is the human health and
social welfare sector which has the largest proportion of compliant entities and thus does not exceed the
tolerance threshold. It is also one of the sectors with the highest proportion of women. Modifications to
the tolerance threshold impact all sectors uniformly.

Chavez-Juérez and Graf (2021) also noted that in entities with more female employees, and in particu-
lar more female managers, it was less common for the tolerance threshold to be exceeded. With regard to
the coefficient of determination (R?), for which the mean lies at 0.65 and the median at 0.69 for the pop-
ulation under study, this does not seem to be a relevant variable for explaining the proportion of entities
exceeding or not exceeding the tolerance threshold as the curves are relatively close together.

Based on their analyses, Chavez-Juarez and Graf (2021) surmise that the use of a tolerance threshold
on top of a significance test is not justified from a methodological perspective as the tolerance
threshold and the confidence interval pursue the same objective: to reduce the risk of arriving at a false
conclusion (concluding that there is an effect when there is not, or vice versa). The approach of using a
tolerance threshold as well as a significance test would be justified if a certain difference was tolerated by
the law, which is not the case. Thus, in their opinion, one sole statistical significance test should be suffi-
cient to determine if an entity is compliant with the law or not. Furthermore, the authors feel that more
statistical tests should be added concerning the distribution of residuals from the regression in order to
ensure that the standard errors are correct (heteroskedasticity-robust standard errors) and potentially to
give non-compliant entities the option to provide objective and legally compatible justifications. Finally,
Chévez-Juarez and Graf (2021) recommend removing the tolerance threshold, with the option for this
to be done in stages via interim thresholds such as +/-2% over a transition phase.
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3.2.3 Analyses in the context of a private certification

The report by consulting firm Comp-On (2021) also provides some interesting empirical data, not based
on the ESS on this occasion but on the 193 equal pay analyses carried out within the context of the Fair-
ON-PAY private certification process, which are thus not representative of the economy as a whole. Ac-
cording to these analyses, just 4% of entities significantly exceed the +/-5% tolerance threshold. How-
ever, 90% of the companies show differences to the disadvantage of women, with 25% of these
displaying borderline results, i.e. results which come out at 5% or more, but do not exceed the thresh-
old significantly.

Table 4 below presents a summary of the empirical results concerning the tolerance threshold in the liter-
ature.

Table 4: Summary of empirical results concerning the tolerance threshold in the literature

Trageser et al.  Graf and Garibian Chavez-Juarez and Comp-On

(2011) (2014) Graf (2021) (2021)

Review pilot phase ESS 2010 ESS 2018 Fair-ON-Pay

2006-2011 Report

Number of observations 14 3,000 2,845 193

Tolerance threshold of +/-5% exceeded 14.3% 25.5% 19.1% 4.1%
Tolerance threshold of +/-4% exceeded - 29.7% 23.5%
Tolerance threshold of +/-3% exceeded - 33.9% 29.6%
Tolerance threshold of +/-2% exceeded - 39.0% 35.1%
Tolerance threshold of +/-1% exceeded - 45.2% 42.1%

Tolerance threshold of 0% exceeded 71.4% 52.4% 50.2% 48.2%

No gender effect 28.6% 47.6% 49.8% 47.7%

Source: Studies shown in the table, BASS presentation

3.2.4 Monte-Carlo simulations

Finally, the latest empirical results on the tolerance threshold are provided by Kaiser (2022); these are
based on so-called Monte-Carlo simulations to determine the power of the different tests performed by
the standard analysis model. These simulations notably showed that the size of the company, the gen-
der ratio and the size of wage differences are the three factors that primarily influence the power of
the tests. With respect to the tolerance threshold, Kaiser (2022) came to the conclusion that the effect of
the existence of this threshold at the +/-5% level is that companies with no unexplained wage difference
almost never generate false positive results (0.2% probability of error). He also highlights that if the toler-
ance threshold were to be lowered to +/-3%, for example, the probability of gender effects being de-
tected grows, while false positive results only increase slightly in the case of a wage effect of zero. This
last finding applies primarily to small and medium-sized enterprises (between 0.3% and 1% probability of
error for entities with 100 employees, 0.2% or less for those with 250 employees). The risk of a false re-
sult (false accusation) would be around 5% if no tolerance threshold is applied.
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Interim conclusion 4

The different studies which have applied the tolerance threshold to data from the ESS have reached simi-
lar conclusions: between 20% and 25% of entities significantly exceed the tolerance threshold if it
is set at +/-5%, with substantial differences observed according to sector (private/public), line of business,
size of entity and proportion of women within the entity. These last two elements are also identified as
key drivers influencing the power of the tests performed by the Logib tool.

The report by Comp-0n, based on analyses conducted in the context of a certification, presents markedly
different results, finding that just 4% of entities significantly exceed the tolerance threshold. This can be
explained, in particular, by the differences in how certain variables operate (wage, skill level), the height-
ened awareness of the topic in companies which are keen to obtain this type of certification and are thus
not representative of the economy as a whole, as well as by the data validation process, which is per-
formed by an expert and allows certain errors to be avoided. However, their analyses show that 25% of
companies display borderline results, i.e. results which stand at 5% or more, but which do not exceed
the threshold by a significant amount.

The studies by Graf and Garibian (2014) and Chavez-Juarez and Graf (2021) show that lowering the tol-
erance threshold leads to a linear evolution in the proportion of entities significantly exceeding the
threshold. This figure stands at close to 50% when no threshold is applied. According to Kaiser (2022),
lowering the tolerance threshold would strengthen the probability of detecting gender effects, while the
probability of obtaining false positive results would increase only very slightly (from 0.2% to a maximum
of 1% probability of error for a tolerance threshold of +/-3%). Finally, Chavez-Juarez and Graf (2021) find
that, from an econometric perspective, it is not justifiable to have a tolerance threshold on top of a confi-
dence interval, as these two elements have the same objective: to avoid erroneous conclusions that an ef-
fect exists when in reality it does not. They would thus recommend removing the tolerance threshold
while integrating certain additional statistical tests to verify the robustness of the model and the re-
sults, in particular with regard to the standard errors.

In addition to empirical assessments and results concerning the tolerance threshold in equal pay analyses,
the documentation and literature dealing with other thresholds or limit values have also been analysed.
The results of this analysis are presented in the next section.

3.3 Tolerance thresholds and limit values in other countries and fields

3.3.1 Equal pay analyses in neighbouring countries

Table 5 below presents an overview of the practices and obligations with respect to equal pay analyses in
Switzerland’s neighbouring countries: Austria, France, Germany and Italy. The research was based on in-
formation contained in the report on wage transparency legislation by the International Labour Organiza-
tion (2022) and this was supplemented by information provided on the government websites of the dif-
ferent countries.

B Germany: the Transparency in Wage Structures Act, which entered into force in 2017, aims to put into
action the principle of “equal pay for equal work or work of equal value”. This law is based on 3 main
founding principles: first, employees working in a public or private entity with more than 200 employees
have the right to ask their employer for information concerning their pay, the criteria and practices ap-
plied when setting remuneration, and how an equal-value or equivalent task carried out by workers of the
opposite sex in the same establishment is remunerated. Employers must provide this information only if
there are at least six comparable employees of the opposite sex, in order to guarantee anonymity. The
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second point concerns entities with more than 500 employees who are required to regularly review their
wage structures in order to ensure compliance with wage equality. The entities are free to choose their
evaluation method and the government provides the Logib-D tool in Excel format, which is based on Swit-
zerland’s Logib module 1 tool and which thus uses the same regression method with a few differences
in how the variables operate. However, Logib-D does not include a tolerance threshold and only has
one significance test, the aim of which is to determine if the gender-specific wage gap differs from zero in
a statistically significant manner. Employees must be informed of the results of the analysis, and if there is
a gender-specific wage difference the entity must take action to eliminate it. Furthermore, entities with
more than 500 employees which are required to complete an annual activity report must also provide a
separate report on equality between women and men and equal pay once every 3 or 5 years. These re-
ports are listed on a federal website and accessible to all.

B Austria: the Equal Treatment Act envisages that public and private sector entities with more than 150
employees will provide a report on the distribution of wages between women and men in the different
job classifications or categories established in the collective agreements (which encompass 90% of em-
ployees in Austria) or the entity’s sector. This report, however, is confidential and there is no obligation for
corrective action in the event that a wage gap is found or for sanctions if the report is not drawn up. Em-
ployee representative committees may however request information on the report and pass certain infor-
mation on to the employees. The wage comparison is thus conducted at the level of the job categories
defined by the collective labour agreements or internal company classifications which group together jobs
of equal value. The mean and median wages between women and men serve as the basis and there is no
regression analysis or tolerance threshold. The comparison is thus one of gross wage differences within
groups of equivalent functions which are defined by the criteria of each collective agreement or internally
by the company.

B France: private companies with at least 50 employees and all public entities are required to publish a
professional equality index every year which contains several indicators including the average wage
gap between women and men by age group and equivalent position category. For each of these indica-
tors, a number of points to achieve is set in accordance with various criteria. The points for each indicator
are then added up to arrive at an overall professional equality index. If the overall index does not attain a
certain minimum score, the company must define progress objectives or even corrective measures which
will allow it to attain this score in future.

With regard to wage differences, employees are grouped by four age brackets and by equivalent posi-
tion categories. To define the equivalent position categories, employers may focus on hierarchical level,
sector classifications, socio-professional categories (4 categories in total: labourers, employees, technicians
and supervisors, and engineers and managers), or on other methods defined with the works council. Only
categories containing at least three men and three women are taken into account. The mean wage of
women and men is then calculated for each of the groups, as is the wage gap between women and
men.?° The differentials at the level of the groups are then added up, taking into account the proportion
of employees in each group, in order to obtain the overall wage gap at the company level. The maximum
score for the equal pay indicator (40 points) is achieved only in the event of an overall gap equal to
0%. The points awarded decrease as the gap widens: a score of 0 is reached when the wage gap is
greater than 20%. This is also a comparison of gross wage differences filtered by age group and equiv-
alent position category.

20 |n the groups made up by socio-professional category, there is a relevance threshold for differentials of 5%. This threshold is set at
2% in the groups made up by hierarchical level. These thresholds are deducted from the differential in the case of a positive differ-
ential, and added in the case of a negative differential with a floor of zero.
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W Italy: since the end of 2021, public and private entities with more than 50 employees are required to
draw up a report accounting for wage gaps between women and men as well as the terms of employ-
ment of their staff. The report must be sent to the employee representative committee and to the gender
adviser as well as to various state institutions. Furthermore, companies completing the report and fulfilling
certain equality criteria may request a gender equality certificate. Notably, one of the criteria is equal pay

for work of equal value. Certified companies benefit from a reduction in their social contributions. This
certification system is currently in development, with the aim that it will enter into force in December

2022. We thus do not have any more information on how wage equality is calculated in the context of
this certification.

Table 5: Equal pay analyses in neighbouring countries

Country Obligations Calculation method Requirements relative to Consequences
result
Germany - Entities with 200 or more em- - Free choice of evaluation - For Logib-D: gender-specific - Reports published and
ployees: information on pay method wage difference significantly  accessible to all
practices to employees on re- - Government provides different from zero = differ- - Employees must be in-
quest Logib-D, which is based on ence to be corrected formed
- Entities with 500 or more em- Logib module 1 (regression - If gender-specific differ-
ployees: regular equal pay anal- analysis) with certain varia- ence exists: measures to
yses and report on wage equal- bles implemented differ- take to eliminate it
ity every 3 or 5 years ently and one single signifi-
cance test to verify if the
difference is statistically sig-
nificant
Austria - Entities with more than 150 - Comparison of mean and - No requirement - No consequence: confi-
employees: report on the distri- median wages between dential report and no re-
bution of wages between women and men within quirement for corrective
women and men position categories or in- measures
house classifications for
jobs of equal value
France - Private companies with 50 or - Comparison of average - Overall wage gap: maximum - If the index (including all
more employees and all public ~ wages between women  score (40 points) achieved with the indicators) is lower
entities: publication of a profes- and men by age group and a gap of 0%. Points deducted than 85 points (out of
sional equality index every year  equivalent job category as gap grows: 0 points for any 100), the company is re-
containing several indicators in- - Scores added together by gap larger than 20% quired to set and publish
cluding wage equality group to arrive at an over- - Relevance threshold of 5%  progress objectives for
all wage gap figure for comparisons by socio-pro-  each indicator
fessional category and 2% for - If the index is lower
comparisons by hierarchical than 75 points, the com-
level or coefficient pany must publish correc-
tive and remedial
measures
Italy - Public and private entities with To be defined To be defined - Companies fulfilling

more than 50 employees: report
accounting for wage gaps be-
tween women and men and
terms of employment

equality criteria (including
wage equality) benefit
from a reduction in their
social contributions

Source: cf. information in the text, research and presentation by BASS

3.3.2 Other tolerance thresholds and limit values

In Table 6 we present a selection of limit values and tolerance thresholds used in equal pay analyses in

other European countries and other fields which fall within the public authorities’ execution mandate and
which could allow conclusions to be drawn in the discussion of the tolerance threshold for equal pay re-
Views.

Equal pay analyses

B In the EU Parliament talks are currently under way on introducing measures for greater pay transpar-
ency in the EU member states (EP, 2020, 2022b). The introduction of binding measures for greater pay
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transparency is being justified by the argument that despite legal anchoring, equal pay for work of equal
value has not yet been achieved, and gender-specific wage discrimination is no longer accepted in society
(EP, 2022a). Under a proposal by the relevant Committee, in future all companies with 250 or more em-
ployees which have a gender-specific wage difference?' of at least 5% for a group of employees perform-
ing the same work or work of equal value and for which the wage difference is not explained by objective
and gender-neutral factors will be obliged to take appropriate action (COM, 2021).22 The representatives
support this course of action, but are calling for a more wide-ranging scope of application as they feel the
Committee’s proposal is not ambitious enough. The Parliament wishes to oblige all companies with 50 or
more employees and a gender-specific wage difference of 2.5% or more to take action. The representa-
tives are also calling for the percentage of the permissible gender-specific wage difference to be lowered
to zero eight years after the directive comes into effect, and not to allow an unexplained wage difference
of less than 2.5% to serve as proof that the employer is complying with their equal pay obligation (Peter-
Hansen & Rafaela, 2022).

B The Fair Pay Innovation Lab (fpi) should also be mentioned here; this organisation conducts private
certifications of companies with the aim of lowering the unexplained gender-specific wage difference to
+/-1% and the total gender-specific wage difference to +/-10% (fpi, 2022).

Working conditions

B When reviewing compliance with pay conditions usual in specific locations, professions and in-
dustries in the context of accompanying measures, cantons use different methods to determine usual
pay and several cantons have established malpractice thresholds. However, these are generally not fixed,
but are intended to be reviewed on a case-by-case basis and adjusted if necessary. The cantons with no
malpractice threshold decide on compliance with the customary wage level on a case-by-case basis (Seco,
20164, b; Merckx, 2016).

B The TLV (Threshold Limit Values) value is an example of limit values in the workplace. It specifies the
maximum permissible concentration of a substance in the form of a gas, vapour or particulates in (breath-
ing) air in the workplace (Suva, 2019; Koller et al., 2013). TLVs are not definite boundaries between haz-
ardous and non-hazardous areas. The limit values are established based on scientific findings and evalua-
tions relating to feasibility (practicability within businesses). The weighting of the factors can vary from
one international committee to another, which explains differences in the official limit values between
countries. Because TLVs are based on current knowledge, over time adjustments are made or the respec-
tive values are lowered as long as implementation remains feasible. When reviews of compliance with the
limit values are conducted, no fixed penalty thresholds are applied; rather, each case is judged individually.
If limit values are exceeded, improvement measures are defined in consultation with the companies (e.g.
installation of a new ventilation system) and a further review may be carried out at a later date (Koller,
personal communication of 3.8.2022).

Environmental protection

B Limit values are also common in the environmental protection field. The example of noise protection
shows that scientific, social and technical developments can result in a new definition of limit values being
imposed in order to fulfil the constitutional obligation. The assessment method used and the exposure

21 The indicator for the gender-specific wage difference measures the difference between the average gross hourly earnings of male
and female employees as a percentage of the average gross hourly earnings of male employees (Eurostat, 2022).

22 The reason given for setting the threshold at 5% is that it is the same as the standard statistical significance level of 5% used in
scientific circles (EMPL Secretariat, personal communication of 19.5.2022). However, the significance level only says something about
the certainty of a specific result and cannot justify the level of the threshold in terms of either content or method. Also, the 5%
threshold in the EU is intended to be calculated without a significance test.
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limits have increasingly been called into question as these are based on outdated scientific foundations.
The Federal Noise Abatement Commission (FNAC) has developed a recommendation for adjusting the
limit values which should satisfy the requirements of the Environmental Protection Act (EPA) (EKLB,
2021a). The recommendations (EKLB, 2021b) are based on current scientific knowledge with regard to
the health and economic impacts of noise pollution and take into account the years of experience with
enforcement of the Noise Abatement Ordinance (NAO) and case law in the field of environmental noise.
Relevant to the envisaged lowering of the limit values is reclassifying quietness from a luxury to a (health)
necessity. Moreover, pivotal to adjustments in the assessment methods were improved measurement and
calculation techniques, changes in the activity patterns of the population (differentiation of day/night) and
the character of vehicles. With regard to street noise, reviews of compliance with the regulations are
based to a great extent on model calculations and rarely on measurements taken on the ground. Where
limit values are exceeded, measures are considered taking into account their economic and political feasi-
bility (Baumann, personal communication of 4.8.2022).

B The energy consumption and other appliance properties of a range of electrical appliances must be
declared via the energy label (BFE, 2020). Based on preliminary studies, the spectrum of appliance prop-
erties (energy consumption and other parameters) is ascertained and an energy efficiency index calcu-
lated. The allocation of the index values to the scales of the energy efficiency categories (labels) does not
follow a mathematical formula; rather, it is intended to reflect market developments as accurately as pos-
sible and has a normative component. Thus, when re-scalings are carried out (every 5-10 years), care is
taken to ensure that no currently available appliance is in the best category. During reviews a so-called
verification tolerance applies, which is derived from the measurement inaccuracy from the preliminary
studies and usually ranges between 5 and 10% depending on the appliance (Stadler, personal communi-
cation of 4.8.2022). In 2020 and 2021, 8 (12%) of the total of 65 reviews of the manufacturers’ declara-
tions found that they did not satisfy the requirements according to the measurements taken (BFE, 2021,
2022). Because the labelling scale has since become unclear (from A+++ to D) and technological develop-
ments have brought all products into the best energy efficiency classes and the labels are thus not very
informative, at present the original A-G scale is gradually being reintroduced, but at a higher standard
(e.g. EnergieSchweiz, 2021, 2020). The energy consumption of new cars also needs to be declared via a
label. In order to set the limits for the 7 energy efficiency categories (A to G), all vehicle types on offer are
ranked in ascending order and divided into sevenths according to their consumption (primary energy gas-
oline equivalents). The category limits are recalculated once a year on a specific reference date (Rosser et
al., 2021).

B Also falling under environmental protection are reviews of the timber declaration. These have a zero-
tolerance threshold; in other words, a breach occurs as soon as a product fails to meet the declaration
standards. Depending on the focus of the reviews (e.g. small businesses, furniture retailers or online trade)
in the last three years 16-30% of the reviewed businesses had correctly declared all products, and 32-
50% had not declared any product correctly (BFK, 2022, 2021, 2020).22 When a breach is detected the
businesses must rectify it and assume the costs of the reviews. However, as no fine has yet been issued
since the reviews started 10 years ago, and the implementation thus did not achieve the desired effect,
recently as a result of political pressure an adjustment to the legal process has been made (Hane, 2022;
Gisin, personal communication of 28.4.22).

Other areas
B For reviews of compliance with the permissible maximum speeds in road traffic, different safety
margins apply due to different levels of accuracy in the measuring devices used. In the Swiss Federal

231n 2019, 2020 and 2021 between 108 and 130 companies were reviewed (BFK, 2022, 2021, 2020).
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Council’s response of 8.9.2004 to the motion by Mérgeli (04.3336) “Road traffic. Tolerance value of 5
instead of 3 kilometres per hour” the Council indicates that the measuring tolerance is not to be under-
stood as a number of kilometres per hour which an individual may drive above the permitted speed limit,
but is intended to take into account device- and measurement-related uncertainties. In the wake of tech-
nical improvements to radar devices and for reasons of consistent handling, an adjustment to the safety
margins for laser and radar devices was discussed (Stellungnahme BR, 2004).

B The social insurance field contains a large number of thresholds or limits which have established
themselves without any clear criteria in terms of content or method, and in some cases have been ad-
justed over time (e.g. lowering of welfare for asylum seekers, lowering of allowable assets for supplemen-
tary benefits, raising of the income limit for entitlement to premium reduction in Canton Lucerne). In the
discussions on the areas mentioned above, often aspects like public finances, avoidance of supposed dis-
incentives, and definitions of rightful claimants are relevant (e.g. SFH, 2022; AHV/IV, 2020; Piazza, 2019).
Other “boundary shifts” follow developments in the cost of living (e.g. raising of maximum rent values
and taking into account the regional differences in rent burden for supplementary benefits; cf. AHV/IV,
2020).

The legal perspective

The legal experts consulted were asked, from a legal perspective, to what extent they saw potential com-
parisons between the areas listed in Table 6 and the tolerance threshold in equal pay analyses. The only
unconditional connecting factors they saw were in the equal pay analyses at the European level. Some
limited parallels were also seen with the reviews of the wage level in the context of accompanying
measures. One person indicated that the secondments field might also be relevant to the tolerance
threshold discussion. Companies that post their employees to Switzerland from abroad must pay the same
wage that would be paid to employees based in Switzerland. In cases of direct wage comparisons, zero
tolerance applies; a deviation even of only a few francs can result in substantial penalties. However, all the
legal experts consulted noted that an in-depth analysis would be needed for them to be able to make
more specific statements on potential conclusions for the tolerance threshold in Logib module 1.
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Table 6: Limit values and thresholds for penalties in other areas of the public execution mandate

BASS

Area

EU pay transparency

Usual wage level

Threshold limit values in
the workplace

Speed limit for road traffic

Noise protection

Energy labels for
household appliances

Timber declaration

Social insurance

Context

The principle of equal pay for men and women performing equal work or work of equal value is enshrined
in Article 157 TFEU. However, equal pay has not been achieved, and consequently there are plans to intro-
duce binding measures and establish a threshold for gender-specific wage differences.

When reviewing compliance with pay conditions usual in specific locations, professions and industries in the
context of accompanying measures, cantons use different methods to determine usual pay and several can-
tons have established malpractice thresholds. However, these are generally not fixed, but are intended to be
reviewed on a case-by-case basis and adjusted if necessary.

The Threshold Limit Values (TLV) specifies the maximum permissible concentration of a substance in the
form of a gas, vapour or particulates in (breathing) air in the workplace. Because MAK values are based on
current knowledge, over time adjustments are made or the respective values are lowered. The Federal Coun-
cil delegated the issuance of directives on limit values in the workplace pursuant to Art. 50 para. 3 APO (Or-
dinance on the Prevention of Accidents and Occupational Diseases) to Suva.

For road traffic speed checks, as per the FEDRO regulation on these checks a safety margin is deducted from
the measured speed.

Pollution limits are enshrined in the Noise Abatement Ordinance (NAO) and based on the Environmental Pro-
tection Act (EPA). Currently an adjustment (lowering) of the limit values for road, rail and aircraft traffic
noise is being evaluated, as these values are based on outdated scientific foundations and no longer satisfy
the requirements of the Environmental Protection Act (EPA).

Since 1 January 2002, energy consumption and other appliance characteristics for a variety of household ap-
pliances must be declared using the energy label. The Energy Efficiency Ordinance (EnEQ) envisages reviews
by the Swiss Federal Office of Energy (SFOE). As the scale has become unclear (from A+++ to D) and techno-
logical developments have brought all products into the best energy efficiency classes, the original scale of A
to G is being gradually reintroduced, but at a higher standard.

The Ordinance on the Declaration for Timber and Timber Products (SR 944.021) has been in force in Switzer-
land since 2012. This ordinance draws on the Consumer Information Act (SR 944.0) and regulates duties to
declare in respect of timber species and place of origin. At the same time as the new articles in the Environ-
mental Protection Act (EPA, 35e-35h), the new Timber Trade Ordinance (TTO) came into effect at the begin-
ning of 2022. As no fine has yet been issued since the reviews started 10 years ago, as a result of political
pressure the legal process has been adjusted (now in the event of a breach proceedings are always insti-
gated by the legal service).

The social insurance field contains a large number of thresholds or limits which in some cases have been ad-
justed over time (e.g. lowering of welfare for asylum seekers, lowering of allowable assets for supplementary
benefits, raising of the income limit for entitlement to premium reduction in Canton Lucerne).

Level of limit value /
penalty threshold

Committee proposal: 5% Par-
liament proposal: 2.5%

If present: as a rule for less than
10% of the usual wage

Varies according to substance
(and country)

Depending on the permitted
speed limit and measuring de-
vice, between 3 and 9 km/h
Depending on region, time
(day/night) and limit value type
(planning, immission, alarm
value) limit values between 40
and 75 dB(A) apply.

Varies according to appliance

Zero tolerance, breach present
when one product is not de-
clared correctly

Varies according to area
and region

Argument definition /
changes

Normative (Parliament)

unknown

Striking a balance between poten-
tial injuries to health and the
risks and costs in manufacturing

Measurement accuracy
Consistent handling

Scientific foundations (health and
economic consequences of noise)
Experience with implementation
International guidelines

Social change

Technological development

Normative
Technological development
International guidelines

unknown

Public finances
Avoidance of disincentives
Definition of rightful claimants

Source: cf. details in the text; research and presentation by BASS
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Interim conclusion 5

In Switzerland'’s neighbour countries, the majority of equal pay analyses are based on unrefined compar-
isons of pay between women and men in equivalent employment categories. The lessons to be drawn
from them are thus relatively limited. However, Germany provides Logib-D for equal pay analyses; this tool
is based on Logib module 1 with variables which in some instances are implemented differently. Logib-D
does not use a tolerance threshold and only operates a single significance test to determine if the gen-
der-specific wage gap is significantly different from zero.

Furthermore, discussions are under way at the European Parliament level to compel companies to put in
place measures from a certain threshold difference in pay between women and men performing work of
equal value, and in cases where the wage difference cannot be justified by objective and gender-neutral
factors. The Parliament is looking to set this threshold at 2.5% for all companies with 50 or more employ-
ees.

To sum up, an examination of further reviews carried out by the public authorities shows that due to tech-
nical, scientific and social developments as well as experiences with a specific review process, it may be
necessary to adjust threshold values, thresholds for penalties, tolerance ranges or the review procedure in
order to be able to continue to fulfil the execution mandate. Having said that, direct conclusions from a
methodological perspective seem limited, as no area could be identified which is also based on regression
analyses (cf. also Infras, 2011).

4 The tolerance threshold as applied in state reviews

In this section we present the results relating to the use of the tolerance threshold in practice, namely, in
the reviews within the public procurement and/or subsidies system at the federal, cantonal and municipal
levels. First, we present and analyse the empirical results from the reviews conducted by the authorities at
the different levels in Section 4.1. Second, Section 4.2 presents the experiences and assessments of the
supervisory authorities with regard to the tolerance threshold, but also regarding developments in prac-
tice, and in particular in the quality and completeness of the data.

4.1 Results of equal pay reviews

Since the standard analysis model was developed and the first reviews were initiated by the FOGE in
2006, other authorities have followed suit and also initiated review procedures within their own public
procurement and/or subsidies systems. This section details the results of the reviews conducted at these
different levels.

4.1.1 Descriptive data and statistics

We were able to gather the data from 260 reviews carried out by the various authorities, of which the
majority were executed at the federal level. Figure 4 shows the number of reviews conducted by the au-
thorities at the different levels according to data provided in June 2022.
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Figure 4: Number of reviews carried out at different levels

= Federal = Cantonal Municipal

Source: Data from reviews carried out by the authorities (n=260), BASS calculations

It should be clarified here that these reviews were carried out using Logib module 1 only. Furthermore,
the data from 21 reviews conducted by one authority could not be obtained for reasons relating to the
protection of data specific to the authority in question. In addition, for certain reviews the authorities
were unable to supply all of the data requested, in particular with regard to the line of business of the
company or the standard error. Thus, some evaluations had to be conducted on a smaller number of
cases, which explains the different numbers of observations (n) mentioned within the analyses.

Figure 5 shows the proportion of entities reviewed according to their size. More than half of the re-
viewed companies had between 50 and 249 employees, one third had between 250 and 999, and 12%
had 1,000 or more. The mean size of the reviewed entities was 528 employees, while the median was
204.
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Figure 5: Proportion of reviewed entities according to number of employees

= 50-249 = 250-999 ==1000

Source: Data from reviews carried out by the authorities (=260, thereof 3 without information), BASS calculations

These entities employed a total of 137,342 persons, of which almost 30% were women. The mean aver-
age of women in the entities themselves was 31%, while the median was 24%. Figure 6 shows the pro-
portion of women in the different entities reviewed. In more than 70% of cases, the entity has 40%
women or less. Only 2 entities had more than 80% women among their employees, while 87 entities had
80% or more men.

Figure 6: Proportion of women in the entities reviewed

1%

" <20% =21-40% 41-60% =61-80% 81-100%

Source: Data from reviews carried out by the authorities (=257, thereof 3 without information), BASS calculations
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The number of entities reviewed varies quite significantly between the different economic sectors. Figure
7 below shows the distribution of entities according to economic sector?*. On the one hand, these sub-
stantial differences can be explained by the very nature of public procurement contracts, which involve
certain sectors more than others. On the other, the selection at federal level is also carried out on the ba-
sis of risk-weighted samples, and this factor could explain the high proportion of entities from the manu-
facturing industry or wholesale and retail trade, repair of motor vehicles and motorcycles, which display
the most substantial differences in the national statistics (see Section 3.2).

Figure 7: Proportion of reviewed entities according to economic sector

Manufacturing I NN /3
Professional, scientific and technical activites | R R S
Information and communication | GGG 06
Wholesale and retail trade; repair of motor vehicles and.. .| ERERNENENGTINGGGGGN 3
Construction [ NG 5
Administrative and support service activities | I 14
Electricity, gas, steam and air-conditioning supply [ Il 5
Financial and insurance activities 1l 2
Education Il 2
Human health and social work activities 1l 2
Accomodation and food service activities W 1
Arts, entertainment and recreation | 1

Other service activities B 1

0 5 10 15 20 25 30 35 40 45 50

Source: Data from reviews carried out at the federal level (n=176), BASS calculations

4.1.2 Results of reviews and unexplained gender-specific differences

Of the 260 reviews conducted, 226 display an unexplained wage difference to the disadvantage of
women, or 86.9% of the cases. Among the reviews showing a result to the disadvantage of women, the
unexplained gender-specific wage difference averages -4.9%. Among the 34 reviews showing a result to
the disadvantage of men, the unexplained gender-specific wage difference averages 1.9%. The average
unexplained gender-specific wage difference for the whole set of reviews is -4.0%.

Table 7 below shows the average unexplained gender-specific wage differences in terms of various crite-
ria: supervisory authorities, entity size, sector, proportion of women, R? and year of review. This notably
allows us to establish that there is a significant gap between the average unexplained gender-specific
wage difference in the reviews conducted at the federal level (-4.6%) and those conducted at the can-
tonal (-2.7%) or municipal level (-2.9%). In particular, this could be explained by the process for selecting
entities for review, which is based on risk-weighted samples at the federal level and more on random
draw for the other authorities. Another explanatory factor is the fact that the majority of the cantonal and
municipal authorities introduced their review procedure only recently. As we shall see, the reviews con-
ducted recently show unexplained gender-specific wage differences which are not as high on
average.

24 The data concerning line of business could only be obtained for the reviews carried out at federal level.
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Table 7: Average unexplained wage difference according to different criteria

Average unexplained wage difference

Authorities

Federal -4.6%
Cantonal -2.7%
Municipal -2.9%
Size

50-249 employees -4.1%
250-999 employees -3.9%
>1,000 employees -4.1%
Sector

Manufacturing industry -5.7%
Construction -6.0%
Wholesale and retail trade; repair of motor vehicles and motorcycles -7.1%
Information and communication -4.1%
Professional, scientific and technical activities -3.1%
Administrative and support service activities -1.6%
Proportion of women

<20% -4.5%
21-40% -4.2%
41-60% -4.2%
61-80% -2.3%
RZ

0.61-0.70 -5.5%
0.71-0.80 -4.2%
0.81-0.9 -4.0%
0.91-1 -3.5%
Year

2006-2010 (n=15) -4.9%
2011-2015 (n=63) -5.0%
2016-2019 (n=161) -3.8%
2020-2021 (n=21) -2.3%
Total -4.0%

Source: Data from completed reviews (n=260), only categories with more than 5 observations are shown, BASS calculations

The average unexplained wage difference varies considerably between sectors. Values range from -1.6%
in administrative and support service activities, to -6.0% in construction and -7.1% in wholesale and retail
trade, repair of motor vehicles and motorcycles.

Entity size does not seem to have a big impact on the average unexplained wage difference. In contrast,
the proportion of women in the entity does play a role: the higher the proportion of women, the more
the average wage difference falls. This same effect is observed for the coefficient of determination (R2).75
The higher this becomes, the more the average unexplained wage difference falls. Relatively significant
gaps are also found depending on the group of years being observed. For our analyses, we established
four groups of years on the following bases: 2006-2010 represents the pilot phase of the review proce-
dure, as studied by Trageser et al. (2011); 2011-2015 represents the period before job titles and detailed
instructions for coding were incorporated; 2016-2019 is the period before the web tool was launched;

25 This can accept values between 0 and 1 (respectively 0% and 100%) and indicates the share of variance in the wages (dependent
variable) which can be explained by the statistical model of the Logib module 1 standard analysis tool. For example, a value of 0.8
indicates that 80% of the wage variation is explained by the variables included in the analysis model and that this therefore has a
high explanatory power. Conversely, a value of 0.3, for example, indicates that the model has a low explanatory power.
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and 2020-2021 is reviews conducted with the web tool. We observe that the reviews conducted up until
2015 display an average unexplained wage difference of around -5%. This subsequently fell between
2016 and 2019 (-3.8%), and again in 2020-2021 with an average unexplained wage difference of -2.3%.
This can notably be explained by the various developments in the context (in particular greater awareness)
and in the tool mentioned earlier.

Figure 8 below shows the development over time of the distribution of unexplained wage differences.
The negative values represent unexplained wage differences to the disadvantage of women, while the
positive values represent unexplained wage differences to the disadvantage of men. The horizontal axis is
divided according to the four periods defined above. The unexplained wage differences to the disad-
vantage of women are considerably more numerous and higher on average than those to the disad-
vantage of men. Thus, numerous cases display an unexplained wage difference which goes beyond 5% to
the disadvantage of women, two of which showed differences of 20% and more (max. 35%), while there
is only one case displaying an unexplained wage difference to the disadvantage of men in excess of 5%
(max. 9%). We can also note that there seem to be fewer extreme values as time goes on, in particular in
the last few years, during which the differences all lay between +5% and -11%. However, this illustration
does not allow an indication to be given of whether the tolerance threshold has been exceeded or not,
due to the significance tests implemented by the analysis tool to verify this.

Figure 8: Distribution of unexplained wage differences
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Source: Data from completed reviews (n=260), BASS calculations

Figure 9 shows the distribution of unexplained wage differences for the different levels of oversight (fed-
eral, cantonal, municipal) in the form of boxplots. The black line in the middle of the boxes represents the
median; that is, the value which half of the cases lie above and the other half below. The boxes are delim-
ited by the lower and upper quartiles. This means that half of all values are within the box and 25% each
are below or above it. The vertical black lines represent the range between the first and ninth deciles
(10% and 90%). We can observe here that half of the reviews display an unexplained wage difference to
the disadvantage of women ranging between -1.4% and -6.2%, with a median at around -3.5%. The
unexplained wage differences are slightly less significant in the reviews carried out at the cantonal and
municipal levels, mainly because these are more recent.
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Figure 9: Distribution of unexplained wage differences according to the different levels of oversight
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Figure 10 below presents the results of the reviews grouped into three levels: “no gender effect”, “gen-
der effect” and “tolerance threshold of +/-5% exceeded”. We can observe here that, among the reviews
displaying a wage difference to the disadvantage of women, 44.7% do not display a gender effect, while
9.7% of the cases significantly exceed the tolerance threshold of +/-5%. In the reviews displaying an un-
explained wage difference to the disadvantage of men, 97.1% do not display a gender effect and none of
the cases significantly exceed the tolerance threshold. Overall, 91.5% of the reviewed entities do not
exceed the tolerance threshold with the standard analysis model when the threshold is set at
+/-5%, and 8.5% of entities exceed it significantly.
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Figure 10: Review results according to the three levels

To the disadvantage of women 44.7% 45.6% -

To the disadvantage of men 97.1% 2.9%

Total 51.5% 40.0% .

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%

No gender effect Gender effect identified W Tolerance threshold of +/-5% exceeded
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We can also clarify here that in the 21 reviews for which we were unable to obtain data due to reasons of
protecting data specific to the authority in question (see Section 4.1.1), the tolerance threshold of +/-5%
was never exceeded in a statistically significant manner. If we incorporate these 21 reviews into the calcu-
lations, the share of entities exceeding the tolerance threshold in a statistically significant manner falls to
7.8%. This share is clearly below those calculated by the various studies based on the ESS (Graf & Garib-
ian, 2014; Felder & Wunsch, 2021; Chavez-Juarez & Graf, 2021). This could be explained by several fac-
tors:

B The sample: the reviewed entities are all bidders for public procurement contracts and are thus not rep-
resentative of Swiss companies as a whole, in contrast to the ESS data. Moreover, for some years now en-
tities bidding for public procurement contracts have had to complete a declaration of compliance with
wage equality, and it is therefore probable that they are more sensitised to the topic than the average
company.

B The data validation process inherent in every review, which allows certain errors or outliers to be elimi-
nated, to obtain better-quality data and to code functions more accurately and in a way more suited to
each entity for the “skill level” and “professional position” variables.

W The differences already mentioned relating to how the wage variable operates and the “skill level” vari-
able.

However, the share of entities significantly exceeding the +/-5% tolerance threshold is slightly higher than
that presented in the report by Comp-On (2021), which is based on equal pay analyses carried out as part
of a certification process.

Nevertheless, of the 104 reviews revealing a gender effect?® which does not significantly exceed the toler-
ance threshold (40% of cases), 72 have a discrimination coefficient of 5% or higher. That means more
than 69% of the cases in the “orange” zone show discrimination coefficients of 5% or higher. This pro-
portion is very high and considerably higher than that reported by Comp-On (46% of borderline cases

26 Gender effect which differs from zero in a statistically significant manner.
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among “orange” zone cases). Figure 11 below shows the distribution of review results according to
these four levels.

Figure 11: Review results according to four levels (discrimination coefficient: +/-5%)
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Source: Data from reviews carried out by the authorities (n=260), BASS calculations

Figure 12 below shows the evolution over time of the distribution of the minimum significant discrimina-
tion coefficient; that is, the value at the lower limit of the 95% confidence interval, for reviews which re-
vealed a verified gender effect. If the value represented in this illustration is higher/lower than +/-5%, the
tolerance threshold has been significantly exceeded. We can observe here that just one completed review
shows a verified gender effect to the disadvantage of men with a minimum significant discrimination co-
efficient of around 1.5%. The cases to the disadvantage of women are clearly more numerous. Further-
more, there are 19 cases which exceed the 5% tolerance threshold in a statistically significant manner to
the disadvantage of women, with minimum discrimination coefficient values of up to 20% against
women. However, we observe a positive trend in recent years, with fewer extreme results and fewer cases
significantly exceeding the +/-5% threshold.

Figure 12: Distribution of minimum values of the gender coefficient (lower limit of the confidence interval)
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Among all the reviews conducted, the average coefficient of determination (R?) is 83%, which is a great
deal higher than in the analyses conducted by Chévez-Juarez and Graf (2021). This can be explained
partly by the data validation process and the coding of the functions for the “skill level” and “professional
position” variables, which can be adjusted to the operational reality of the entity during the review, while
the “skill level” variable is coded automatically in the ESS according to the job performed (see Section
3.2.2).

Figure 13 below shows the distribution of R? in the different reviews conducted. In the majority of cases,
R? lies between 0.81 and 0.9. In a little less than 20% of cases, it was between 0.71 and 0.8 or 0.91 and
1.1n 5.5% of cases, it was between 0.61 and 0.7, while it very rarely fell below 0.60 (1.2% of cases)?’.
The explanatory power of the model is thus very high in the majority of the cases reviewed.

In order to carry out the analyses based on years, we returned to the groups formed previously. First, it is
interesting to highlight that the average R? during these different phases remains stable and moves be-
tween 83% and 84%, with the exception of the 2020-2021 phase, where the average R? goes above
84% for the first time. The explanatory power of the model has thus remained relatively stable over the
years in spite of the various clarifications and changes made to the method. This can be explained by the
fact that, since its introduction, the review procedure has guaranteed a quality standard for the data
thanks to the validation process performed by an expert and by the supervisory authority.

Figure 13: Coefficient of determination (R?) in the reviews conducted
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4.1.3 Adjustments to the tolerance threshold

The scope of this assignment also included conducting analyses on the impact of changing the tolerance
threshold on review results. We conducted these analyses using the following criteria: entity size, sector,
proportion of women, R?, and year of review. For some of these reviews, the data on the standard error
could not be supplied and the analyses were thus conducted on a more limited number of observations

27 In 3 cases from the years 2011, 2014 (federal level) and 2018 (cantonal level).
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than the various descriptive statistics above. This also explains why there may be differences in the propor-
tions of companies exceeding or not exceeding the tolerance threshold, as the calculation basis is not the
same.

In order to carry out these analyses, we needed to calculate the degrees of freedom for each entity in rela-
tion to the number of employees in the analysis and the number of variables in the model. With the de-
grees of freedom, we were then able to define the critical t-value for each review. Then, based on the dis-
crimination coefficient and the standard error?8, we were able to carry out t-tests for the different toler-
ance thresholds we wanted to study. We used the following thresholds for our analyses: 5%, 4%, 3%,
2.5%, 2%, 1% and 0.

Figure 14 below illustrates the impact of adjusting the tolerance threshold on the results of all the re-
views. With regard to the reviewed entities for which we obtained information on the standard error,
50.8% do not reveal a gender effect and do not exceed the tolerance threshold whatever the threshold
applied.

If a threshold of 0% had been applied, this would have implied that 49.2% of the reviewed entities
would have produced a result which differed significantly from zero and thus lay above the tolerance
threshold. This percentage decreases in an almost linear fashion in relation to the tolerance threshold ap-
plied: 42.9% with a +/-1% threshold, 27.7% with a +/-2.5% threshold, 14.3% with a +/-4% threshold,
and finally 8% with a +/-5% threshold. Conversely, the share of entities showing a gender effect but one
which is not above the tolerance threshold would have fallen as the threshold fell: this share would have
been 41.2% with a tolerance threshold of +/-5%, 21.4% with a threshold of +/-2.5%, and 6.3% with a
threshold of +/-1%.

Figure 14: Impact of adjusting the tolerance threshold on review results
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Source: Data from reviews carried out by the authorities with information on standard error (n=238), BASS calculations

28 As emphasised by Chavez-Juarez and Graf (2021), it is possible that certain standard errors supplied by the standard analysis
model are erroneous if the condition of the homoskedasticity of the residuals is not satisfied. Robust standard errors should thus be
calculated in certain cases, which has not been done within the present assignment. However, taking into account robust standard
errors has only a small impact on the results of Chavez-Juarez and Graf (2021): these would be erroneous for 1.9% of entities with a
tolerance threshold of +/-5%, and 4.8% of entities if no tolerance threshold were applied. Although the impact is limited, this as-
pect should be considered when interpreting the results presented below as well as in discussions relating to the tolerance threshold.
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Furthermore, we carried out supplementary analyses to ascertain the impact of adjusting the tolerance
threshold on review results if these did not incorporate a significance test. This would be in line with the
proposals contained in the European Union’s wage transparency directive. Table 8 offers an overview of
the number and proportion of entities exceeding the tolerance threshold with and without a significance
test. The proportions of entities exceeding the tolerance threshold when the tool does not use a signifi-
cance test are markedly higher than those presented above. Thus, more than 35% of the reviewed enti-
ties have an unexplained wage difference of more than 5% and would exceed this tolerance threshold.
This proportion would be around 60% with a 3% threshold, 74% with a 2% threshold, and 86% with a
1% threshold. Furthermore, all the reviewed entities show a result which is different from zero, as this
value is very difficult to achieve with a tool based on a regression analysis.

Table 8: Proportion of entities exceeding the tolerance threshold with and without a significance test

Tolerance threshold With significance test Without significance test
Number As a % of the total Number As a % of the total
+/-5% threshold 19 8.0% 85 35.7%
+/-4% threshold 34 14.3% 108 45.4%
+/-3% threshold 60 25.2% 143 60.1%
+/-2.5% threshold 66 27.7% 154 64.7%
+/-2% threshold 83 34.9% 176 73.9%
+/-1% threshold 102 42.9% 205 86.1%
No threshold (0) 117 49.2% 238 100%

Source: Data from reviews carried out by the authorities with information on standard error (n=238), BASS calculations

Figure 15 below illustrates the impact of adjusting the tolerance threshold on the results of reviews ac-
cording to entity size. For thresholds of +/-4% and +/-5%, all size categories show a similar proportion of
entities significantly exceeding the tolerance threshold. However, it is interesting to note that adjusting
the tolerance threshold downwards would above all affect the large entities: with a threshold of +/-2.5%,
22.3% of entities with 50 to 249 employees would have significantly exceeded the tolerance threshold.
This share would have been 29.9% for entities with 250 to 999 employees and 45.2% for entities with
1,000 employees or more. The difference would have been greater if a 0% threshold had been applied: in
this case, 90.3% of companies with 1,000 or more employees would have significantly exceeded the tol-
erance threshold, while this share would have been 57.1% for entities with 250 to 999 employees, and
34.6% for those with 50 to 249 employees. However, if we look at the average discrimination coefficient,
we observe that it is -4.17% in the entities with 50 to 249 employees, and -3.95% in the entities with
1,000 employees or more. This can be explained by the fact that the calculations are more accurate for
the large entities, irrespective of the tolerance threshold: even a relatively small effect can be considered
significant, while the smaller entities can more easily benefit from the imprecision of the calculations and
thus find themselves below the tolerance threshold even with a larger unexplained wage difference. This
is consistent with the conclusions drawn by Kaiser (2022) and Chdavez-Juarez and Graf (2021).
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Figure 15: Impact of adjusting the tolerance threshold on review results according to entity size
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Source: Data from reviews carried out by the authorities with information on standard error (n=238), BASS calculations

Line of business seems to be a less relevant criterion for evaluating the impact of a potential adjustment to
the tolerance threshold. Figure 16 below shows the impact of an adjustment in relation to the line of
business of the reviewed entities. We have only represented the sectors with more than 10 reviewed enti-
ties here in order to have results with a degree of significance. The professional, scientific and technical
activities sector remains the sector with the lowest proportion of entities not significantly exceeding the
tolerance threshold, at whatever level it is set. Conversely, the manufacturing industry and construction
sectors are those with the highest proportions of entities exceeding the tolerance threshold when it is set
at +/-5% or 0%. For the remaining sectors, this varies with the threshold set without affecting the general
trends.
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Figure 16: Impact of adjusting the tolerance threshold on review results by sector
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Figure 17 shows the impact of adjusting the threshold on results in relation to the proportion of women
in the entity. It should be clarified here that only two entities employed more than 80% women. These
did not display a gender effect and are not represented on this graph. We can see that the entities em-
ploying between 61% and 80% women are those showing the lowest proportion of entities exceeding
the tolerance threshold, at whatever level it is set, with the exception of +/-4%, where they show a similar
proportion to the other categories. It is when a 0% threshold is applied that the difference is greatest:
31.4% of the entities with 61% to 80% female employees exceed this threshold, while the proportions
vary between 50% and 60% for the other categories.
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Figure 17: Impact of adjusting the tolerance threshold on review results according to proportion of
women
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Figure 18 shows the impact of adjusting the tolerance threshold in relation to the value of R? for the re-
views conducted. The two reviews with an R? lower than 60% are not shown here. The entities with an R2
higher than 90% have the lowest proportions of entities significantly exceeding the tolerance threshold
for all values, with the exception of the +/-5% threshold, for which all categories show similar propor-
tions. With regard to the other categories, they show results which vary depending on the threshold value
but remain relatively close together, except in the case of the 0% threshold.

Figure 18: Impact of adjusting the tolerance threshold on review results according to R?
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Figure 19 illustrates the impact of adjusting the tolerance threshold on results in relation to the year of
review. We note that the reviews conducted since Logib was made available as a web-based tool display
distinctly lower proportions of entities significantly exceeding the tolerance threshold, and this holds for all
threshold values. For their part, the reviews conducted in 2011-2015 and 2016-2019 show similar propor-
tions, while those conducted between 2006 and 2010 show clearly higher proportions for tolerance
thresholds set between 0% and +/-3%. It should be clarified here that this group is made up of just 7 en-
tities and that the results should thus be treated with caution. Overall, we can speculate that the entities
being reviewed are becoming more and more sensitised to the topic of wage equality for the
reasons cited above.

Figure 19: Impact of adjusting the tolerance threshold on review results according to year of review
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Interim conclusion 6

In summary, we find that more than 50% of the entities reviewed do not display any gender effect
and would not have significantly exceeded the tolerance threshold even if a 0% threshold were applied.
These results are relatively similar to those of the studies based on the ESS. The proportion of entities ex-
ceeding the tolerance threshold with a threshold value of +/-5% lies at around 8% and is markedly
lower than that of the studies mentioned above. This is explained by the fact that the reviewed entities
are not representative of the economy as a whole, and that certain variables are operated differently be-
tween the ESS and analyses conducted using the Logib module 1 tool. In addition, there is a data valida-
tion process included in the scope of the reviews which is not carried out in the ESS. It is also interesting
to note that among the 40% of entities displaying a gender effect which does not exceed the +/-5% tol-
erance threshold, more than two out of every three entities have a discrimination coefficient of 5% or
more and can thus be seen as borderline cases.

Furthermore, significant deviations are found in the average unexplained wage difference, notably in
relation to the line of business, the proportion of women, the R? and the year of the review.

Adjusting the tolerance threshold downwards would have a considerable impact on the proportion of
entities exceeding it. If a 0% threshold had been applied, this would have implied that 49.2% of the re-
viewed entities would have exceeded this threshold. This percentage decreases in an almost linear fashion
in relation to the tolerance threshold: 42.9% with a +/-1% threshold, 27.7% with a +/-2.5% threshold,
14.3% with a +/-4% threshold, and finally 8% with a +/-5% threshold.

These adjustments would have had a differentiated impact on the results of the reviews in relation to vari-
ous factors. In particular, they would have had a greater impact on the results of entities with at least
1,000 employees, those with 60% women or fewer, and reviews carried out between 2006 and 2010.
Conversely, the results for small entities, for those employing more than 60% women, and for reviews
carried out since 2020 would have been impacted considerably less by a lowering of the tolerance thresh-
old.

4.2 Experiences of supervisory authorities

In the following section we show how the supervisory authorities assess the quality of the data submitted
by companies and control practice, and their experiences with the tolerance threshold (for the methodo-
logical procedure cf. Section 1.3).

Assessments of data quality, control practices and review results

According to assessments by the supervisory authorities, since equal pay analyses were introduced in 2006
there has been a marked increase in data quality and completeness. This has been helped along by
measures within the review process, such as collection of additional information (e.g. job title), provision
of a detailed guide on correct data capture and processing, and digitalisation. On the one hand, a web-
based analysis tool was developed. On the other, in the wake of digitalisation, the systems for capturing
and updating wage data within companies improved. It can therefore be assumed that as digitalisation
continues the quality and completeness of the data will continue to improve in the coming years. The revi-
sion to the Gender Equality Act in 2020 also contributed to the increase in quality, as it meant that the
companies required by the revision to undergo reviews would be working with equal pay experts more
frequently.

Significant improvements are also being noted in relation to control practices. At the federal level, the
process was standardised and consistent control practices established through regular exchanges with
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equal pay experts. The Logib training courses provided by the FOGE also contributed to standardising pro-
cesses at the cantonal and municipal levels. Most authorities are currently largely following the federal
procedure and using the same documents and tools. In some cases, they are working with individuals
from the experts’ pool for reviews in the public procurement system. According to the authorities’ assess-
ments, the dual control principle can also contribute significantly to quality assurance. However, this is
only being used at the federal level and in one canton. The other cantons or municipalities are familiar
with other quality assurance mechanisms, such as involving a second external expert in complex cases or
having a second person double check the audit report. Overall, control practices are thought to be accu-
rate and detailed enough to obtain robust results.

Several of the supervisory authorities consulted were unable to express an opinion on any differences in
the review results between companies due to the limited number of supervised reviews. Authorities with
a broader range of experience tended to notice the following patterns:

B Companies without a (transparent) wage system display larger unexplained wage differences.

B Unexplained wage differences tend to be lower in the subsidies field than in procurement, as the for-
mer often relates to government-related organisations which base their wage systems on those of the
public sector.

B Results likewise vary from one industry to another. Some industries exhibit problematic results more fre-
guently as analysis of wage policy is less commonplace here.

B Smaller businesses display significant unexplained wage differences less often than larger ones, as the
method applied for smaller case numbers (employee numbers) is more generous.

Experiences with the tolerance threshold

Intensification of reviews since 2013/2014, the introduction of reviews at the cantonal and municipal level
and revisions to the Federal Act on Public Procurement and to the Gender Equality Act, along with the ac-
companying political debates, have resulted in greater awareness at company level too, and the tolerance
threshold is said to have become established. For many companies it has also become important to com-
ply with equal pay standards. This impression is shared by all authorities able to provide information on
the subject. In the case of reviews within administrative bodies, in some places there is now a consensus
that zero unexplained wage differences should be the goal irrespective of the tolerance threshold level.
This is also shown by a study (RUegge et al., 2018) according to which the vast majority of companies
have observed an effect from their equal pay review (e.g. greater awareness, wage adjustments, modifica-
tions to wage systems), irrespective of whether the tolerance threshold had been exceeded. What has
come out of the interviews overall is that there is a broad acceptance of the existence of a tolerance
threshold, but often a lack of awareness regarding its significance. A number of authorities observe that
among reviewed companies (and in some cases also administrative bodies) there is an entrenched idea
that if pay figures are below the tolerance threshold they have complied with equal pay requirements, and
that it is only if the threshold is exceeded that they need to take action. Moreover, one authority found
that the 5% threshold is very present at companies and that they are deliberately looking to fall below it,
if need be by adjusting roles in minor ways.

Several authorities indicate that it was less the existence of a tolerance threshold than the significance of
the results that was providing grounds for discussion. Here the question arises as to whether large unex-
plained wage differences should be examined more closely even if the result is not significant. Also, it ap-
pears to cause confusion and legal uncertainty among authorities in the public procurement system when
a company exceeds the tolerance threshold but the result is not significant. There is a legal need for clarifi-

51

BASS



4 The tolerance threshold as applied in state reviews

cation here. Furthermore, another source of discussion is that the probability of a significant result in-
creases with the size of the company and the tool works less well for companies with just a few employ-
ees of one gender.?®

The majority of supervisory authorities consider a tolerance threshold of 5% wage inequality too
generous, repeatedly referring back to study results (e.g. Trageser et al. 201 1) which reach this conclu-
sion. Another widespread argument for lowering the tolerance threshold is the continued development of
the tools®, methodology and control practices, which over the years have led to more accurate results.
Reports have also shown that the method is in line with current scientific standards and the model takes
into account the relevant variables. Moreover, the tolerance threshold is based on neither legal nor scien-
tific foundations. For several authorities, another concern is ensuring that problematic cases cannot slip
through the net. For that reason, the tolerance threshold should not be set too high. Two authorities see
the low number of cases where the threshold is exceeded as an indicator that it is set too high. A number
of discussions also addressed the fact that with Logib module 1 (regression analysis) individual wage dis-
crimination instances cannot be identified and the tool only detects serious problems. One authority also
considered it very disturbing that the analysis method allows companies to adapt at a statistical level in
order to pass the review without changing anything about their wage policy.

Some authorities were unable or unwilling to provide information on what level of tolerance threshold
would be appropriate, as this could not be derived scientifically or the methodological skills were lacking.
However, all authorities consulted agreed that if the threshold were to be adjusted it should be set lower
and not higher. There are arguments in favour of halving the threshold to 2.5%, as this would be easy to
communicate and discussions at the European level are going in a similar direction. Individual authorities
would also welcome a lower tolerance threshold (2% or 1%) or its complete removal, as the legal basis
for wage equality is fundamentally one of zero tolerance. One authority, on the other hand, felt that it
would make sense not to set the threshold too low. Lowering the threshold significantly would probably
increase review costs and generate more conflicts with the reviewed companies. It was repeatedly noted
that when setting the tolerance threshold authorities would also need to take into account the context of
the analysis (self-test evidence or review by an expert, subsidies or procurement field) as well as the conse-
guences of exceeding the threshold. For example, a lower threshold would be justified if sanctions were
not immediately imposed but corrective action could be taken first. Several respondents also suggested
consulting the results of previous equal pay analyses in order to assess how many companies would ex-
ceed the tolerance thresholds if adjusted.

At the cantonal and municipal level, the consulted authorities tended to be sceptical with regard to how
well accepted a lowering of the tolerance threshold would be politically. A few felt that resistance
was to be expected at the political level. They also said that it was not within the remit of the cantons/mu-
nicipal authorities to launch this debate or to change the threshold independently, as they follow the fed-
eral approach and would not have the necessary credibility. One person had the impression that compa-
nies would be better able to deal with a lowering of the tolerance threshold than the authorities, as any

29 With Logib module 2 an additional tool was developed which was suitable for equal pay analyses at small and medium-sized en-
terprises (up to 50 employees).

30 However, one authority indicated that while the continued development of the analysis tool meant that the desired data quality
was reached more quickly, this was not a good reason for lowering the tolerance threshold as they felt that the review procedure
always resulted in good data quality. Having said that, these developments can have a powerful impact on data quality in analyses
conducted outside of the review process.
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change would entail a cumbersome political process. Conversely, others expect opposition to come pri-
marily from the company side.

Several authorities feel it is important not to focus solely on the level of the tolerance threshold. It
would be preferable to spur companies to act in cases where analyses point to wage discrimination, irre-
spective of whether the tolerance threshold has been significantly exceeded. In this context, the introduc-
tion of the traffic light system3' is welcomed. What is now called for is to clearly communicate that action
is needed even in the case of an “orange” result. If need be, mechanisms could be rolled out to call “or-
ange companies” to account as well. Another authority sees the priority as tools which will be better able
to signal discrimination at the individual level and would welcome the use of a uniform review tool, irre-
spective of company size. Ideally, companies should be informed in all cases that despite having passed
the review there are individual inequalities present and the employees can call for an individual review.

Moreover, some respondents mention that the term “tolerance threshold” is somewhat unfortunate and
misleading, as it is more of a risk score. One person also indicated that companies use the term “margin
of error” more often than “tolerance threshold”.

31 Since the web-based tool was introduced, a colour-coding system has been used to present results. Green = no gender effect;
orange = gender effect not exceeding the tolerance threshold; red = tolerance threshold of +/-5% exceeded.
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Interim conclusion 7

The supervisory authorities consider that numerous developments in the tool and in control practices
have helped to markedly enhance the quality and completeness of the data, or at least the speed at which
these criteria could be achieved. The processes are now more standardised and there is a better guarantee
that the results will be robust.

The authorities also agree on the important role that the existence of a tolerance threshold has played in
acceptance of the review process by the reviewed entities.

They feel that awareness of the topic has developed greatly since the reviews were introduced and that it
is more and more important for companies to show that they are upholding wage equality. According to
one authority, lowering the tolerance threshold would nevertheless still be viewed poorly by entities that

could potentially be reviewed.

The majority of the supervisory authorities consider the +/-5% tolerance threshold to be too generous.
Apart from the developments mentioned which allow for more accurate results to be obtained, many au-
thorities lament the fact that virtually all entities reviewed “pass” the review while in some cases display-
ing gender effects higher than +/-5%, which suggests that infractions are not being detected. Some au-
thorities feel that the standard analysis model with this +/-5% tolerance threshold only allows them to
identify the most serious cases of wage discrimination, as an enormous number of individual instances
within the entity would be required to significantly exceed the tolerance threshold. This is considered a
problem as there is no tolerance threshold envisaged under the law.

The majority of supervisory authorities agree on the necessity of lowering the tolerance threshold in
order to better detect potential infractions; however, they are unable to give a precise idea of what an ap-
propriate value might be. Among others, a tolerance threshold of +/-2.5% has been mentioned, as it is
easy to communicate (threshold reduced by half) and corresponds in part to discussions at the European
level. Other authorities would even argue for a lower threshold, set at 1 or 2%, if not for removing it alto-
gether.

If the majority of the authorities are in favour of lowering the tolerance threshold, they remain sceptical
with regard to acceptance of this move at the cantonal and municipal levels, whether in certain political
circles or by companies.

4.3 Assessments from a legal perspective

All 3 legal experts consulted feel that the Federal Office for Gender Equality (FOGE) is competent to re-
view and if necessary adjust the currently valid tolerance threshold for Logib module 1. They likewise
agree with the FOGE's assertions that an adjustment to the currently valid tolerance threshold of 5%
would be appropriate (if not essential) for the following reasons:

B Technical progress since the release of Logib module 1 and the setting of the tolerance threshold at
5%:;

B Roll-out of various (technical) clarifications for the Logib tool;

B Introduction of numerous guides, information materials, training courses, webinars, training opportuni-
ties, clarifications and examples from practice;

B Numerous new validations of the scientific quality and legal conformity of various components of the
method by independent bodies;

B Changes to legal and political framework conditions since the release of Logib module 1 and the set-
ting of the tolerance threshold at 5%;
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B International developments, efforts and tools to eliminate gender-specific wage differences;

M In general, employers and employees are showing greater awareness and consideration for wage
equality between women and men since the release of Logib module 1 and the setting of the tolerance
threshold at 5%.

One person refers here in particular to the developments in the EU. Another highlights that due to the
technical improvements mentioned above and more accurate analytic capabilities, the tolerance threshold
should not be set too high in the interests of keeping the tool effective.

Overall, both of the legal experts consulted who were able to give a view on the level of the tolerance
threshold felt that lowering it to 2.5% would be appropriate. They again referred to the EU’s planned
transparency directive in this connection, which in the EU Parliament’s version stipulates that only a 2.5%
wage difference will still be permissible. From a legal perspective, moreover, an adjustment in (interim)
stages would be justifiable (e.g. a first step lowering the threshold to 3% and, depending on subsequent
experiences, a second lowering it to e.g. 2%).

On the question of whether, from a legal perspective, further information is required in addition to the
basics compiled in the context of this study in order to make a decision on a potential adjustment to the
tolerance threshold, the consulted experts were unable to comment. They felt that this would require a
more in-depth analysis on their part, which they would not be able to provide within the scope of the
written consultation.

Interim conclusion 8

Given that the assessments from a legal perspective provided here are not comprehensive expert reports,
the experts consulted could not provide in-depth comments on all the points raised. However, the legal
consultations give no indication that the conditions are not in place from a legal perspective to decide on
a lowering of the Logib tolerance threshold.

5 Summary and recommendations

The analyses conducted in the context of this study have provided an overview of the existing information
and assessments on the tolerance threshold from the methodological, empirical, legal and political per-
spective. This section sums up the different elements relating to these four aspects and issues recommen-
dations for exploring a potential adjustment to the tolerance threshold by the FOGE's equal pay specialists
and external experts.

5.1 Methodological aspects

From the point of view of the method, the tolerance threshold was set in the context of a multi-stage pro-
cedure. Initially, it was to be applied only within the “basic regression”, which only included human capi-
tal factors as explanatory variables, and discarded in the context of in-depth analyses. Ultimately, it was
also retained within the “expanded regression”, which includes job-related variables and constitutes the
standard analysis model, also used within the context of the reviews. One of the arguments put forward
to justify the tolerance threshold was the fact that the model remained relatively simple and potentially
did not take into account all the non-discriminatory variables existing within an entity.

Over time, analyses showed that it was not useful to expand the standard analysis model to include new

variables, for a variety of reasons. On the one hand, the model has to allow analyses to be conducted for
a limited cost and workload. On the other, it must not take into account variables with discriminatory po-
tential, which is the case for the majority of other variables generally suggested in the context of these
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discussions (e.g. actual work experience, work-time percentage during career). Above all, the existing
model has been externally assessed on several occasions at the national (Felfe et al, 2015; Parli & Ober-
hausser, 2019) and international level (ILO, EPIC) and deemed scientifically sound and legally compliant.
Finally, various tests have shown that adding variables (e.g. actual work experience) would have only a
marginal effect on results. Work is currently under way at the FOGE level to establish in a more detailed
manner the impact of the omitted variable bias, which has been raised as an important point by some ex-
perts and evaluations.

Furthermore, although no new variables have been incorporated into the model, the variables taken into
account have been constantly re-evaluated and adjusted in order to ensure that they are being applied in
line with the latest national and international insights. The instructions for coding of functions for the
“skill level” and “professional position” variables have thus been regularly developed. Discussions are no-
tably under way at the moment on the concept of skill level, and it is possible that this variable will soon
be refined via a more detailed definition and the addition of new levels.

In addition to these clarifications regarding the variables and their coding, a number of changes have
been made at the level of the analysis tool and control practices over the last fifteen years. According to
the experts, these have resulted in a notable improvement in the quality and completeness of the review
data. With these gains in accuracy, the majority of experts and supervisory authorities feel that the toler-
ance threshold of +/-5% only allows the most serious cases of wage inequality within companies to be
detected. We know today that it is almost impossible for companies to be falsely identified by Logib as
practising wage discrimination. Even if the tolerance threshold were to be lowered, the impact on this
would be negligible.?? In contrast, due to the methodology used, a great many companies are being “ex-
onerated” even with high values. With the current tolerance threshold, the sensitisation effect is being
significantly reduced and has adverse consequences: a high degree of wage discrimination is being toler-
ated.

Furthermore, according to Chavez-Juarez and Graf (2021), the existence of a tolerance threshold is not
justified from an econometric point of view, as the method already includes significance tests with a confi-
dence interval to limit the risks of a false conclusion, and the law does not allow for any tolerance thresh-
old. This opinion is shared by a statistics expert consulted by Trageser et al. (2011), who felt that the toler-
ance threshold was more a “goodwill value” (Kulanzwert). In order to lower or remove the tolerance
threshold, however, both Chéavez-Judrez and Graf (2021) and several experts consulted by Trageser et al.
(2011) feel that it would be necessary to include heteroskedasticity-robust standard errors in the model in
order to minimise the possibility of obtaining inaccurate results.

In the other areas of state control, the conclusions which can be drawn regarding the tolerance threshold
in equal pay analyses are limited, as the topics and measurement methods are very different and not easily
comparable. However, it generally transpires that the different tolerance thresholds or limit values are ad-
justed in line with developments in the measurement method when this becomes more accurate, as well
as in line with gains in knowledge on the topic in question. In particular, gains in knowledge allow for
better targeting of situations with a real risk for the factor the threshold is seeking to protect (e.g. health,
equal treatment, etc.) and recalibrations are thus a regular occurrence in a number of fields.

From a methodological point of view, it seems appropriate for the FOGE's equal pay experts and external
experts to consider adjusting the tolerance threshold. All the more so as, according to several studies, the
setting of this threshold must be based primarily on expert assessments, and it is not possible to precisely

32 A BSS study shows that with a tolerance threshold of 5% the probability of false accusations with Logib module 1 is 0.2%. If the
tolerance threshold were to be lowered to 3%, the probability would still be vanishingly small, at less than 0.8%.
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quantify the adjustment required based on the changes made to the method or the tool. To complement
these aspects, the following factors should also be considered.

5.2 Empirical aspects

Studies presenting empirical results concerning the tolerance threshold have proliferated in recent years.
They are based on different versions of the ESS, on equal pay analyses conducted in the context of a certi-
fication after the entry into force of the revised GEA, and on the reviews carried out between 2006 and
2021. Some of these studies, including this one, have also conducted analyses of the impact of lowering
the tolerance threshold on the results of equal pay analyses or reviews. Table 9 below presents a sum-
mary of these various empirical results.

Table 9: Summary of empirical results concerning the tolerance threshold

Trageser et Graf and Chavez-Jua- Comp-On BASS BASS

al. (2011) Garibian rez and Graf (2021) (2022) (2022)

Pilot phase (2014) (2021) Fair-ON-Pay Reviews Reviews

reviews, ESS 2010 ESS 2018 Report  2006-2021 2019-2021

2006-2011

Number of observations 14 3,000 2,845 193 260 61
Tolerance threshold of +/-5% exceeded 14.3% 25.5% 19.1% 4.1% 8.0% 3.3%
Tolerance threshold of +/-4% exceeded - 29.7% 23.5% - 14.3% 8.2%
Tolerance threshold of +/-3% exceeded - 33.9% 29.6% - 25.2% 19.7%
Tolerance threshold of +/-2% exceeded - 39.0% 35.1% - 34.9% 27.9%
Tolerance threshold of +/-1% exceeded - 45.2% 42.1% - 42 .9% 39.3%
Tolerance threshold of 0% exceeded 71.4% 52.4% 50.2% 48.2% 49.2% 39.3%
No gender effect 28.6% 47.6% 49.8% 47.7% 50.8% 60.7%

Source: Studies shown in the table, BASS presentations

All the studies except that by Trageser et al. (2011), which dealt with only a reduced sample of 14 re-
views, present relatively similar proportions of entities not showing any gender effect, ranging between
47.6% and 50.8%. Thus, almost half of the entities display gender effects which differ significantly from
zero, whether this relates to all Swiss entities, those reviewed within the context of the public procure-
ment and/or subsidies system, or entities seeking to obtain equal pay certification. However, the propor-
tion of entities significantly exceeding the +/-5% tolerance threshold varies considerably between the dif-
ferent sources: this figure stands at 25% and 19% in the studies based on the ESS, but at only 8% in the
context of reviews and 4% in the context of certification analyses. These substantial differences between
the ESS on the one hand and reviews/analyses on the other can be explained by the differences in terms
of samples, operationalisation of the variables and data validation process.

Furthermore, we observed a significant development in review results over time: the proportion of entities
not exceeding the tolerance threshold of +/-5% has decreased substantially. If the proportion was already
relatively low on average (8 %) for all reviews, it has only been 3.3% for the reviews carried out since
2019 (64 reviews over this period). Among these reviews, 60.7% do not show any gender effect. This de-
velopment seems to confirm the greater sensitisation of entities to the topic of wage equality and a better
understanding of the analysis tool. At the same time, the figures from the FSO show an increase in in-
stances of wage inequality between 2014 and 2018 at the national level and underpin the need to act to
decrease these inequalities. Lowering the threshold would thus allow for better detection of equal pay in-
fractions while also being consistent with developing awareness and knowledge.

In terms of empirical data, it thus seems that the FOGE specialists now have enough information to be
able to judge the impact of a potential adjustment to the tolerance threshold on the results of equal pay
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reviews and analyses at different levels. Moreover, this information should soon be supplemented by the
results of tests concerning the effects of the omitted variable bias, which has been mentioned repeatedly
as an important factor to take into account. The data in their current state seem to indicate that the FOGE
should consider moving towards a lowering of the tolerance threshold.

5.3 Legal aspects

From a legal perspective, no gender discrimination whatsoever is tolerated by the law, no matter how
small. The +/-5% tolerance threshold thus has no basis in law.

In the opinion of the legal equal pay experts consulted within the context of this assignment, the FOGE is
the competent body to define the appropriate tolerance threshold for equal pay analyses using the stand-
ard analysis model. Furthermore, the legal experts share the opinion that not only the various technical
and methodological developments, but also those relating to sensitisation and social and political context
require the FOGE to look into possibly adjusting the tolerance threshold. What is more, they feel that low-
ering the tolerance threshold to +/-2.5% would be appropriate. In addition to this, the current discussions
at the European level are heading in the same direction.

However, the legal experts were unable to answer the question of whether additional information (in ad-
dition to that gathered in the context of this paper) would be necessary to allow a decision to be made on
a potential adjustment to the tolerance threshold. Answering this question would have required an in-
depth analysis on their part, which was not the purpose of the current assignment. Nevertheless, the legal
experts acknowledged that it would be interesting to know what impact such an adjustment might have
on Logib module 2.

Based on the information obtained, it does not seem necessary to have any additional bases for a legal
assessment. Defining a threshold is first and foremost a political task, and the legal experts have con-
firmed the competence of the FOGE to deal with this matter and to define the appropriate threshold level.

5.4 Political aspects

At the time the tolerance threshold was introduced as part of the standardised review procedure, it had
two objectives: to provide some degree of legal certainty while avoiding “false accusations” and to en-
courage political acceptance. The Federal Council, in its response to the motion by Carobbio Guscetti
(10.3420), as well as certain specialists consulted by Trageser et al. (2011), argued that the tolerance
threshold gave time to companies to adjust and to raise awareness of the topic in order to justify its exist-
ence. In the meantime, almost 300 reviews have been conducted at different levels and a great many self-
tests performed, in particular following the revision of the GEA, which in July 2020 introduced an analysis
obligation for all companies with 100 or more employees.?* Furthermore, many equal pay labels and certi-
fications have sprung up in recent years, with growing success. The report by Comp-On (2021) confirms
this trend: the demand for certification has increased substantially since 2020, with more than 100 certifi-
cations in 18 months, while the list of companies receiving such a certification was still very short just a
few years ago. The argument for a period of adjustment and the need to build awareness of the topic in
order to justify the existence of a tolerance threshold thus seems hard to accept today.

In addition, the Federal Council and the experts consulted at the time felt that this threshold was set in a
rather generous manner. Today, the supervisory authorities are of the same opinion. Many of them, who
have been conducting reviews for a number of years, feel that certain infractions are not being detected

33 According to STATENT figures, there were 5,083 companies with more than 100 employees in Switzerland in 2019. However, we
do not have figures for the number of analyses performed.
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with this tolerance threshold, as there is a significant gap between the low number of reviewed entities
exceeding the threshold set and the number of those showing a statistically significant gender effect.

Furthermore, in recent years there have been efforts at the political level to move towards greater wage
equality between women and men at both the Swiss and international level. At the Swiss level, these ef-
forts have taken the form of the revised GEA, the new PPA, development for the Charter for equal pay in
the public sector, and the 2030 Gender Equality Strategy. In this context, a report on the strategy for
strengthening the Charter on equal pay is currently being drawn up in response to Postulate 20.4263
“Strategy for strengthening the Charter on equal pay”. At the international level, the ILO, OECD and UN
Women have established a coalition for wage equality (the Equal Pay International Coalition, or EPIC). The
UN has also introduced an international Equal Pay Day (18 September). In addition, discussions are cur-
rently under way in the European Parliament to improve pay transparency. In particular, a tolerance
threshold of +/-2.5% deviation in gross pay between women and men holding positions with comparable
requirements is being discussed.

In view of the various developments, deliberations regarding a possible adjustment to the tolerance
threshold also seem necessary from a political point of view and are pertinent to the current context.

5.5 General conclusion

In conclusion, all the aspects considered within the context of this working paper justify giving some
thought to adjusting the tolerance threshold. Moreover, the 2.5% level seems appropriate from the per-
spective of the various developments in the tool and the context, and would be in line with discussions at
European level. However, this is primarily a normative decision which must be taken by the competent au-
thorities.

In order to provide the best conditions for making this decision, this working paper aims to provide a doc-
umentary base that is as wide-ranging as possible, bringing together an analysis of the literature, empirical
data, experiences and assessments by experts, supervisory authorities and legal equal pay specialists. Tak-
ing into account this working paper as well as the other work recently carried out on the subject, in par-
ticular by Chavez-Juérez and Graf (2021) and Kaiser (2022), we believe that the FOGE now has a suffi-
ciently robust base of information to be able to launch the discussion process on a potential adjustment to
the tolerance threshold.

Moreover, other work is currently being carried out in parallel and will need to be taken into account in
this process. In particular, we can cite the work on the effects of the omitted variable bias, the drafting of
a report on the strategy for strengthening the Charter for equal pay in the public sector, deliberations re-
garding the definition and number of tiers in the “skill level” variable, and the upcoming integration of
Logib module 1 into the Swiss ELM electronic salary reporting system through ERP systems. In addition,
the FOGE had to prepare a report by the end of 2022 on the status of European legislation and possible
effects on Switzerland.

Based on the results of this document, it would seem appropriate to move towards a lowering of the tol-
erance threshold. If such a move is decided, one of the major challenges will be communicating it, in par-
ticular to companies and the general public. For this reason, this working paper provides an overview of
the available information which can be leveraged for this communication. Finally, we agree with the con-
clusions of Felfe et al. (2015), who feel that establishing a tolerance threshold must be based mainly on
expert assessments. The upcoming discussions between FOGE equal pay specialists and external experts
will thus constitute a vital part of this process and the final decision should thus arise mainly from these
discussions.
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