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This volume is composed of three essays on women's status in the economy.

The first essay, entitled "Compensating Differentials or Discrimination? Revisiting

the Gender Eamings Gap" addresses the issue of women's inferior earnings in the

labour market attributed to the persistent wage gap even in the higher strata of the

labour market, such as managerial and professional jobs. This essay uses a 'tat tace'

theoretical model applied to the Statistics Canada - Workplace and Employee Survey

to test whether the gender \¡/age gap is falling in the number of hours worked above

the full-time work week. The frndings reveal that when women compete with men in

this stratum of the labour market, they are forced into a social welfare reducing

allocation of ineffrciently excessive hours. Women are apt to be aware of this form of

discrimination, thus they opt out of rat race situations, as it is counterproductive to

quality of life considerations.

The second essay entitled "The Private Costs for Youth Engaged in the Sex

Trade: An Empirical Examination of the Lifelong Employment, Earnings and Health

Effects" examines the lifelong wage scarring effects for individuals who had been

involved in the sex trade for a period during their youth. The Statistics Canada -
Survey of Labour and Income Dynamics (SLID) combined with data collected from

personal interviews with former sex trade workers are utilized to compare the former

prostitutes' wages and employment status to similar women in SLID. Random and

fixed effects models applied to panel data reveal that former sex trade workers

experience less favorable outcomes in the labour market, as the earlier events in their

lives have interfered with the acquisition of human capital endowments and the job
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experience needed to enhance earnings in the mainstream labour market. The essay

concludes that there are multiple reasons for policymakers to frnd prevention

programs which counteract the conditions of vulnerability that bring youth to this

lifestyle and the factors that keep them in it.

The third essay entitled "An Examination of the Fiscal Impact from Youth

Involvement in the Sex Trade: The Case for Evaluating Priorities in Prevention" uses

data collected from personal interviews with former sex trade workers and an

economic costing methodology to calculate the incremental fiscal resources expended

to provide supports and services to the respondents. The findings reveal that the

government recoups the net present value of the investment in a prevention strategy if

fewer than two youth are dissuaded from engaging in the sex trade. These cost

assessments have implications of paramount importance for evaluating the priorities

of public policy on investments in prevention programs.
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"Most economists have not yet grappled with the demands of
intersectional scholarship, which recognizes the intertwined nature of
gender, race, class, caste and other influences on the economic situations
of individuals and groups. Among economists, feminist economists may
have made the most progress and be best positioned to break further
ground, though we can do better and much remains to be done" (Brewer et
a1.2002:3)

The work in this dissertation is grounded in an emerging feminist rethinking

of economics, in particular, as it applies to innovative social and labour market

policy. The overall argument of this research is that the real economic problems of

women can only be understood if we examine their different experiences of culture

and race/ethnicity, and of privilege and disadvantage in the labour force (Brewer et al.

2002; Browne and Misra 2003; Wilkinson 2003). Though recognizing that these

structures may be interpreted through different theoretical approaches (e.g. Marxism,

Institutionalism), the current work is rooted in the prevailing neoclassical paradigml.

This approach frames the three essays of the volume. Theories of human capital are

drawn upon, as well as concepts of marginal cost analysis, and econometric tests are

relied on for the empirical modeling, though not exclusivelf .

Chapter 1

Introduction

t Typically, the concept of gender is grounded in a system of social power imbalances within cultural
practices, thus this notion aligns itself with Institutionalist approaches to labou¡ market theory.
However, it is argued that a variety of categories of institutional power are also a standard tool in
neoclassical economics (an example is monopoly power) (Jennings and Waller 1990; Pollak 1994).
2 Underlying a human capital approach is thô theôretical assumpiion of methodological individualism,
that is, autonomous and rational economic actors who invest in education and training in order to
receive pecuniary rewards in the labour market. These actors will weigh the net present value of the
lifetime benefrts (earnings) from these investments against the present day opportunity costs of making
such investments (Polachek and Siebert 1993). In a similar vein, marginal cost analysis is rooted in the
notion of opporhinity costs. It appeals to the idea of the scarcity of society's resources, which forces
economic agents to make choices when faced with this scarcity. The latter concept is the competitive
idea of giving up one thing to get another. For more complete defrnitions, see Appendix C.4.1. The
cost-of-illness approach, which is discussed later in the introductory chapter, provides an example of
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This volume does not introduce new theoretical approaches. Feminist

scholarship concedes that it does not have "a paradigm of our own" (Feiner 1996).

However, taken as a whole, the thesis does advance a type of convergence of

orthodoxy (i.e. human capital and marginalist theories) with various

conceptualizations of Institutionalism as having a role in the inquiries posed in the

essays. Thus, the thesis makes a methodological contribution to the discipline by

paralleling mainstream categories with notions of social ideals and culture. In this

approach, key policy issues are illuminated as they relate to women with unequal

circumstances in their roles as economic and social actors.

Indeed, one could argue a case for the utter incompatibility of methodological

individualist ideas integrated with the role of culture in situating agents within the

labour market. This is truly a contradiction in terms, but the work is good method,

since it is grounded in a logical approach to economic practice. For instance, in

contrast to the conventional tradition, Iarger questions are posed about institutional

constraints concerning the realities of pre-existing cultural practices and gender

assumptions.

All three essays demonstrate how non-market factors, such as social norTns,

are embodied in labour markets. The standard tools of choice theory are given some

validity in this volume3. As well, the research takes a multidisciplinary approach in

which insights from sociology and feminist theory are employed, in order to draw

attention to the dynamic complexities of socially-constructed preferences and values

both marginal cost analysis and a human capital approach. The latter is focused on the productivity or
human development effects in the economy (i.e. the impact on productivify), in addition to the
individual outcomes from the accumulation or lack of human capital.
' Some analysts stress "consffaints" or "barriers to real ciroices" as opposed to choice theory
(Jefferson and King 2001).
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in the work that women perform Qrlelson 2003). Thus, the knowledge claims that are

advanced from the studies in this dissertation are rooted in practical research about

women's real lives.

It is well-acknowledged in the discipline that neoclassical theorizing has

limitations and that institutionally-based perspectives may offer descriptive analyses

that supplement its models (Harding 1995; Nelson 2003). This volume accepts a

human capital approach for its theoretical adequacies and strengths, in terms of

applications to empirical data. However, Whalen (1996) argues that, "mainstream

economics is not the only game in town" (p.20). Plainly, human capital (and even

marginalist) approaches do leave some things unexplained, but as Jefferson and King

(2001) assert, it was "never intended to be a theory of everything" (p.71). To date, in

labour economics, human capital methods have the best to offer at the level of theory,

though many analysts argue that there are limits in terms of understanding the

economic realities of women (Harding 1995).

This dissertation will illustrate that, at the level of practical application,

human capital approaches in combination with other supply-and-demand side causal

variables as well as decomposition analysis, yield some very telling evidence about

the status of women in the labour market. In fact, orthodoxy is strengthened by

drawing vigorously on insights from other disciplines and by challenging it with

questions posed by alternative approaches. This is what makes the current work a

feminist economics. A type of intersectional thinking advances economic knowledge

by merging mainstream categories of human capital and marginalist approaches with



the vigor of other Institutionalist tools, in terms of informing labour market policy

and strategies for improving women's well-being.

Though I acknowledge that individualistic behaviors (e.g. acting out of self-

interest) are a guiding principle in the discipline, the work is critical of the many

simplistic ideas, such as the atomized rational economic marro. The notion of a neutral

economic agent whose decision-making is detached from any social influences

grossly misrepresents women's realities that are often situated in poverty, race and

class (Barker 1995; Dickerson 2002; England 1993; Ferber and Nelson 1993; Harding

1995). Therefore, by drawing upon the ideas of other disciplines, I challenge the

neutrality stance, which is the discourse of conventional economics (Barker 1995;

England 1993; Ferber and Nelson 1993; Harding 1995; Longino 19931' Nelson 2003).

Thus, in the current research, the standard practices of the prevailing paradigm

that necessitate certain simplifications of the analysis are not entirely abandoned, but

they are amended to help fill the glaring gap of feminist inquiry in labour economics.

Variables such as labour market power, family structure and racelethnicity are

embodied in the analysis. In particular, this work shares the critique of other analysts

that policy prescriptions, which flow from the theory and its explanations, are not

o The key theoretical tenets of orthodoxy are the notions of methodological individualism in contrast
to culture, as well as a "positivist" scientific discourse as opposed to "normative" constructions
(Nelson 2003). The atomized (i.e. the separative self) rational economic man is an autonomous agent
who acts in isolation and is disconnected from environmental influences. This actor's behavior is out
of rational self-interest. The agent's preferences and decision-making are non-intersecting with those
of other human beings. The human capital investment approach is one framework that will
"operationalize" this neutrality (i.e. everybody in society is equal, and they just need to invest in
human capital in order to reap favorable monetary returns). While these are guiding ideological
principles, many mainstream economists acknowledge that, in practice, there are inadequacies with the
concept of neutrality, as it is not realistic or observable. Social values highly influence human
behaviors (Harding 1995).
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"neutral'o (Nelson 2003). Many compelling issues can not be examined through rose-

colored glasses of the neutrality standpoint.

What links the three essays in this volume is the notion of intersectional

categories of discrimination or domination faced by women based on gender, class

and race/ethnicity. Such multiple and intersecting structures of oppression impact on

women's social and economic equality in the work place, in the private sphere and in

accessing fiscal resources (Brah and Phoenix 2004). These interdependent social

constructions may explain to some extent why we observe race and gender

hierarchies within a stratified labour market. Racism and gender discrimination are

not mutually exclusive categories. In fact, analysts argue that they co-exist in

complex and interlocking ways (Brewer et al. 2002; Browne and Misra 2003;

Dickerson 2002).

In many ways, intersectional analysis aligns itself with lnstitutionalist theories

of the labour market. The thrust of the argument is that human capital theory is

irrelevant in positioning particular groups within the labour market. Irrespective of

educational status, many visible minorities will find themselves in the secondary

labour market with low pay and few opportunities for advancement (Phillips and

Phillips 2000). Though it is not the intention here to review the entire literature or

debates on intersectionality, I would like to point out that intersectional analysis is

used in limited ways in the three essays. First of all, without negating the role of

human capital investments, I use the intersectional systems of oppression approach to

simply draw attention to the idea that there is a certain amount of unexplained

stratification in the labour market, which contributes to a hierarchy of favoritism.
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Secondly, and more importantly, I use intersectional analysis to show that single

dimensional labour market policies for Aboriginal women are simply unacceptable.

only holistic policy strategies beginning in their youth can prepare them

appropriately for any future labour market attachments. Intersectional approaches to

labour market phenomena can help to shape policy in these ways.

Traditional empirical methodologies are also amended to a more descriptive

format in two of the substantive chapters of this dissertation. Case study interviews

give women with certain experiential status a voice to participate in economic

conversations. In contrast to purely quantitative methods, an exploratory story-telling

process gives a better elaboration of some concrete economic and social problems in

how women experience the workforce. The essays illustrate that economic knowledge

about women and work must be grounded in the histories and struggles of its subjects

if it is to shed light on the phenomena that we are investigating.

Capturing qualitative information from study participants is a key issue as it

pertains to feminist insights, since it makes a difference in how the data are

interpreted. This survey method also makes a difference in how a variety of

compelling policy concerns are applied, and it may have a substantial effect on which

groups in society have access to economic resources ultimately. Concerning the

qualitative methodological strategy, V/ilkinson (2003) proposes:

"The chief advantage of qualitative research is an in-depth investigation of
individuals that garners more detail about the characteristics of the
intersections of diversity. The researchers can return to the quantitative
information and situate the results of the qualitative study within the
general framework of society and as a result, come to a better
understanding of how certain life situations and social barriers may
prevent equal participation. This multi-method approach is superior in
capturing the complexity of various intersections (ç).31-2)."
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This work also extends beyond the issue of gender as a category of

differentiation in economics in order to analyze the convergence of earnings and

employment outcomes within particular groups of women who have different

rankings in terms of status in the economy. This level of empirical analysis is a fairly

recent trend in feminist economics, since the labour market experiences of women

have traditionally been compared to men's and not to each others.

The first essay, entitled Compensating Dffirentials or Discrimination?

Revisiting the Gender Earnings Gap, brings into question the persistent gender

earnings differential in the Canadian economy. The Statistics Canada Worþlace and

Employee Survey (S¡ES) is relied upon to test the gender earnings disparities for

management and professional workers in business and finance who work hours in

excess of the full-time standard.

My hypothesis is that fewer cumulative hours for women results in a type of

lost tenure in the traditional male-dominated good jobs of the economy, leading to a

flatter overall earnings profile despite the achievement of relatively high labour

market status. From a theoretical stance, I advance a ra| race theory, which proposes

that the majority of women are enticed into a separating equilibrium at a lower level

of earnings and hours, since they face discrimination in their attempts to compete

aggressively with men in the labour market based on work hours.

5 
See Power and Rosenberg (1995) or Tijdens (2002) for examples of this approach.
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The empirical analysis, which considers both supply-side and demand-side

causal variables, confirms that women's hows above the standard workweek matter

very much to eamings. However, an application of Horrace and Oaxaca's (2001)

decomposition technique reveals that conventional empirical approaches do not fully

explain gender earnings disparities, as men clearly have a more favorable pay

structure on the higher echelons of the labour market. Traditionally, in labour

economics, this variation is referred to as discrimination. The analysis also supports

the theoretical argument of a rat race in the pay-hours mix.

This paper makes a significant contribution to the growth of knowledge in

labour economics, since previous analysts have focused on women's part-time or

intermittent employment patterns only in explaining gender pay disparities. No other

work has examined women's overtime hours above the standard workweek as a key

contributing factor to the earnings gap.

The dominant story of this paper concerns the motivations of the

contemporary working woman in the corporate sector. While preferences relating to

her labour supply are portrayed as a rational economic choice, this research is a clear

example of the many unresolved issues in such decision-making processes. There

appears to be a persistent nostalgia for women's traditional roles in the workJife

balance. This occurs irrespective of status in the labour force and the presence of

childre& though the latter is nevertheless part of the intricacies of women's diverging

economic prospects.

The bias may be situated within a sorting process or a form of stratification

between men and women in the good jobs of the economy, with women being
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concentrated at the lower end of the pay structure. What remain unclear are the

broader social contexts that lead to inequities in the distribution of work hours and

pay between men and women. Is it the constraint of discrimination (a barrier to real

choice from worþlace rules) or individual choice? Is the cult of female domesticity a

part of the exclusionary processes that position women on the lower end of the

hierarchy ofjobs?

Bearing in mind the earlier quote of Wilkinson (2003), we may pose the

question: What type of information can be captured from a qualitative format, which

would inform economics and illuminate policy? First, we need to know whether

fewer working hours for this female cohort is the outcome of the presence of children

and other personal obligations (caring for elderly relatives, etc.). In contrast, are

women socialized to anticipate a more holistic and less competitive lifestyle? Policy

solutions may or may not involve longer-hours day care, flexible hours or even a

maximum hours ru1e6. The point is this: The first essay provides a good example of

the many unanswered questions that remain from utilizing the conventional tools of

econometrics. A future research format of combining quantitative and qualitative data

would strengthen the study of women in this relatively privileged labour market.

However, the scrutiny of qualitative research, which expands our current

insights into the true mechanisms at work, is applied in the next two essays only.

These manuscripts illustrate that gender is only one form of socially-constructed

hierarchy in the labour market, as it must be located within other forms of social

allocation (Brewer etal.2002; Browne and Misra 2003; Wilkinson 2003).

6 Though the first essay and the concluding chapter do outline such policy solutions, it is
acknowledged that, based on quantitative data alone, we can not be truly certain of the reasons why the
majorþ of women work fewer hours overall than do males.
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These two essays deal with the issue of prostitution, for which there are major

deficiencies and theoretical under-development in the field of economicsT. There is a

paucity of prostitution literature in mainstream economics, and the existing approach

has led to erroneous assumptions of rational and calculating agents in unflawed

markets, who often make tradeoffs between marriage and prostitution. In particular,

these autonomous actors are believed to profit lucratively from this lifestyle (Edlund

and Korn 2002). Thus govemment intervention, other than alegalized regulating role

to the state, is thought to be useless at best and in all probability harmful. This

conventional approach provides ari extreme example of the construction of economic

analysis in androcentric terms. In both essays, I clearly argue against a neoclassical

view of the sex trade.

Notwithstanding the fact that not all women are in the marriage market,

analysts in economics ubiquitously fail to acknowledge the social and historical

context as it pertains to the pre-existing vulnerabilities that bring women to the sex

trade and the coercive factors that keep them there. A dominant assumption is that sex

trade workers are all adult women. To the contrary, there is evidence that the majority

of sex trade workers begin their engagement in prostitution before the age of consent.

Most are poorly equipped with the tools essential to fully evaluate their options. Thus,

it is counterproductive to separate the issue of adult prostitution from child

exploitation (Gorkoff and Runner 2003).

t This research evolved from an economic cost study, which was prepared for RESOLVE (a family
violence research centre) at the University of Manitoba and the National Crime Prevention Strategy
OfCPS) of the Department of Public Safety and Emergency Preparedness Canada. The study was one
part of the evaluation of Ndaawin, a community service organization whose main objective is to
respond to Aboriginal youth at risk of being exploited through prostitution.

T6



In the City of Winnipeg, there are estimates of 400-600 visible sex trade

workers who are primarily youth. Youth prostitution in Manitoba is mainly an

Aboriginal issue (Manitoba Child and Youth Secretariat 1996; Social Planning

Council of Winnipeg2002).It is well-documented that these youth, the vast majority

of which are female, risk lifelong consequences from constant exposure to violence,

health threats and exacerbated addictions while engaging in the sex trade. This brings

into question the validity of conclusions of autonomous individuality and choice,

which fails to methodically theorize the lives and human behaviors of the youth who

are exploited through prostitutions.

Not only does prostitution involve gender subordination in terms of the

commodiSring of the sexuality of sex trade workers, but how should we conceive the

fact that the majority of prostitutes in this province are Aboriginal women? For any

economist who wishes to study this compelling topic, there is a need to contemplate

the forms of discrimination in their childhood experiences and their cultural histories,

which make them vulnerable to sexual exploitation. These early life circumstances

lead to the consequent detachments from the formal labour market.

This unique approach to the issue of prostitution is my further contribution to

economic inquiry. The research is unprecedented in both the prostitution and

economics literatures, thus making a significant contribution to the body of empirical

work in labour economics. No other Canadian economist has studied the labour

market patterns of former prostitutes. Until now, we had no knowledge of whether

these individuals leave the sex trade with the adequate physical and mental health

* Jefferson and King (2001) argue that "rationality may involve no more than accepting the only option
available" (p.92).While it is true that people make personal choices, the key point is that their
preferences are rooted in environmental factors.
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capacities needed to deal with the demands of working at a legitimate job. Nor had

any studies captured data on the potential for exited prostitutes to rely exclusively on

income assistance programs and other government services once they leave this

lifestyle.

Given this contextual background, the second essay is entitled, The Private

Costs for Youth Engaged in the Sex Trade: An Empirical Examination of the Lifelong

Employment, Earnings and Health Effects. From a labour economist's perspective,

the time spent in prostitution beginning in the adolescent years usually implies a

significant detachment from formal schooling and the legitimate labour force. This

phenomenon raises the question of whether there are large and permanent scarring

effects on the consequent employment and earnings outcomes in the mainstream for

former sex trade workers following an exit from prostitution.

For this essay, sixty-two primarily Aboriginal former sex trade workers were

interviewed to explore whether, after transitioning into mainstream society, the

individual had lost significant opportunities to acquire income-eaming productivity

attributes. The empirical work involved random-and-fixed effects modeling applied to

panel data. The frnding is that the prostitute leaves the sex trade with low education

and training, as well as few labour market attachments. On the surface, it appears that

the women simply did not "invest" appropriately in their human capital.

Due to the experience in the sex trade, the former prostitute is likely to face

several employment-related challenges and may incur substantial private costs in

terms of lost earnings compared to similar women in society. The crucial question is
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whether the individual can recover from these scarring effects, since these issues are

closely linked to the significant demand on social programs over the sex trade

worker's lifetime.

However, the empirical work also points to the relevance of investments in

education and training for the women who are able to take advantage of a variety of

state supported networks offered in the community. Some participants obtained good

job opporlunities with high pay as a result. Equally as important, the study also points

to the importance of the early formation of labour market attachments for Aboriginal

adolescents. This essay clearly illustrates the strength of human capital approaches in

analyzing survey data and in calculating lifelong productivity losses.

But here is the crux of the matter. A neoclassical economist who does not

consider a broad perspective may propose that state funded investments in the former

sex trade worker's education and job training can be the only policy solution.

However, the study's results need more context, as they must be opened up to

difflerent interpretations if we are interested in enhancing the welfare of those who are

exploited through prostitution. Human capital is not the only policy solution, though

it is one of many good solutions, which I discuss shortly. A methodological

individualist approach in terms of making knowledge claims and in discussing

everyday concrete issues simply will not do. There is nothing neutral about the lives

of former sex trade workers. We can not assume that they started out on a level

playing field, as there is an entire historical and social context that must be considered

in making policy decisions.

t9



In terms of gender-oriented public policy, this essay illustrates that one-

dimensional labour market strategies may reinforce inequities experienced by

minority women. Not all women experience the labour force in the same ways

(Brewer et al.2002). The managerial or professional woman is on a higher echelon of

the labour market hierarchy and, though she still experiences some discrimination,

her needs may be less complicated. For exited sex trade workers, there are risks in

formulating policies that are directed at eliminating gender discrimination only, for

example, offering free education or training. The challenge is that, without allocating

financial resources to putting in place an extensive support system, such policies fail

to recognize the range of (and history of) systemic issues faced by these women.

At a program level, the human capital approach needs to be amended. For

example, the young Aboriginal women in this study need a holistic or "human

development" approach to policy when addressing the questions of their labour

market attachments and starting at an early age. Simply offering the women education

or flex hours and free day care at the entry point into the formal labour market, while

helpful, is a single dimensional approach that does not fully conceptualize their lived

experiences. Human capital approaches could be broadened to include factors, such

as life skills training, personal development, family healing strategies and addictions

counseling. Their integration into the mainstream will likely entail the creation of

public sector employment.

Moreover, the Aboriginal woman's lived experiences of child-rearing differ

substantially from the white middle-class experience, since the notion of family has a
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different meaning in Aboriginal culturee (Blacksto ck 2003; Coleman et al. 2001;

Cross 1986). The former sex trade workers in this study face multiple layers of labour

market disadvantage within a full array of deeply-rooted dimensions - ethnicity,

history of colonization, class, gender, racism, geographic segregation, family

violence, child abuse and addictions - thus, only a complex set of integrated policies

from an intersectional stance can empower them with equal opportunities for

education and access to decent jobs in the work force. These women face unique

disadvantages, and their issues can not be subsumed simply within the gender

dimension (Brewer ef aL.2002; V/ilkinson 2003)t0.

The third essay is, An Examination of the Fiscal Impact from Youth

Involvement in the Sex Trade: The Case for Evaluating Priorities in Prevention. lt

uses a case study interview method to estimate a series of fiscal costs on the demand

for public services over the period of engagement in sex trade activities and following

the transition into mainstream society for a sample of eight informants. The main

argument is that the government could easily recoup its a¡nual funding to a

prevention strategy designed to dissuade entry into this lifestyle if only a few youth

are diverted from prostitution. Given the fact that there are high numbers of street-

e Differences in child-rearing practices could influence policy as well, since Aboriginal peoples often
rtse a kinship system for day care needs.
to Some analysts might argue that this dissertation's presentation of "binary oppositions" - women
versus men in the labour market; Aboriginal women versus Aboriginal sex trade workers - merely
perpetuates the stereotypes that intersectional analysis is intending to avert (Brewer et aI.2001;
Wilkinson 2003). For example, this work assumes that women's lives would be better if policy
strategies ensured their preparedness for strong labour market attachments starting at a young age.
Indeed, such a stance should be no surprise, since this work is rooted in the empirical analysis of
labour market phenomena. However, it is acknowledged that what constitutes "normal" or "success"
should not necessarily involve women participating in the labour market. For example, what if women
would prefer to focus on their reproductive tasks? In this sense, intersectional analysis is not tmly
operationalized in this work.
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based youth sex trade workers in the local region, these cost assessments have

implications of paramount importance for evaluating the priorities of public policy on

investments in prevention programs.

This essay demonstrates how mainstream tools in economic costing, such as

the concept of opportunity costs, can inform policy at the program level. The study is

the first of its kind in Canada. No other studies have accounted for the incremental

fiscal resources expended to provide substantial amounts of supports and services to

sex trade workers, in particular, after they leave this lifestyle.

Withholding crucial financial resources from prevention programs, such as

Ndaawin and other earlyJife programs that deal with family dysfunction and

addictions will reinforce intersectional discrimination. For young Aboriginal women,

there is a further dynamic of structural discrimination, since they have subordinate

gender roles within their own communities. Consequently, these youth are more

vulnerable to being coerced into prostitution and other crime activities by male

partners, and they are easily entrapped into dysfunctional relationships (Gorkoff and

Runner 2003; RESOLVE and CS/Resors Consulting, Ltd. 2004).

Wilkinson (2003) refers to such vulnerabilities in people's lives as "identity

markers" (i.e. the intersections of identity described earlier), which ultimately define

their realities within social institutions (the labour market, the criminal justice and

health systems, etc.). Such identities are mutually reinforcing. Hence, instead of

treating Aboriginal peoples as a "problem", the state has a key role in protecting

children, upholding their rights and, in particular, ensuring that "intersectional

thinking" is used in policy and program development in order to reflect their
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everyday lives (Brewer et al. 2002; V/ilkinson 2003). There are few other options to

break down the formidable barriers that these children face.

Hence, my contribution to economics is provided by three unique studies,

which are situated within the notion that non-market relationships exist in the form of

socially-constructed hierarchies in the labour force, and they heavily influence market

outcomes. I will now briefly review the cost-of-illness approach to the economic

costing methodology, which is included in this introductory chapter since the

approach is utilized in two essays of this volume.

A Note on the Economic Costing Methodology:

As stated earlier, the current work is rooted in the dominant neoclassical

paradigm. The economic cost analysis utilized in Chapters 3 and 4 is based on a fairly

well-developed approach in terms of its rigorous cost estimation guidelines. This

method has been widely utilized to estimate health outcomes. It is known as the cost-

of-illness methodology (COI) (Single et aI. 1996). Cost of illness studies have been

conducted in the area of substance abuse, cardiovascular diseases, tobacco and

alcohol use (Choi and Pak 1996; Choi et al. 1997; French et al. l99l; Kaiserman

1997; Manning et al. 1991; Rice et al. 1990; Single et al. 1996).

Underlying the COI method is the classification of costs into direct, indirect

and intangible costs. V/ithin this approach, lost time in the labour market, for example

due to absenteeism, is viewed as lost production in the economy. This is referred to as

the human capital approach, whereby forgone employment compensation is recorded

as indirect costs (Glied 1996; Rice 1967; Rice and Cooper 1967; Rice and Hodgson
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1982). A particular advantage of this costing methodology is that it is well-suited to a

bottom up approach that emerges from a personal interview methodology. There is

theoretical underdevelopment in the economics of prostitution and survey samples are

generally non-representative due to the hidden nature of this work. COI is suitable to

these circumstances, since it is a method of inductive reasoning, which permits the

calculations of observed facts for a specif,rc subsample from which behavioral

explanations are devised to explain those facts. For instance, it is useful for tracking

cost avoidance categories ofexpenditures (French et al. 1991), such as the reduction

in public service utilization that emerges from investments in prevention strategies.

The method also allows for the calculation of the effects of morbidity, that is,

lost production in the labour market due to the burden of illness. While many studies

focus on the direct health costs of life-threatening illnesses, what may be of greater

significance to the demand on a wide range of public resources are the non-life

threatening conditions. One example is stress-related mental health issues, which may

cause lifetime dependence on income assistance and housing subsidies due to a lack

of participation in the labour market. The COI approach is well-suited to capturing

such costs, as it is a practical valuation method for the purposes of the current

volume. This is shown in the two essays on youth sex trade workers.

Critics of the human capital approach raise several important questions and

methodological considerations, which are compatible with feminist values. For

instance, the theoretical core of this approach is that national income is a suitable

measure of societal welfare. However, analysts question whether production in the

economy, which is derived from an individual's earnings, is the most appropriate
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measure of the economic value of human contributions. Of interest to feminist values

is that the human capital approach does not account for lost household services and

reproductive caring work due to illness or premature death, since these are not valued

in the national accounts in terms of wages and earnings. Analysts struggle with the

practical implications of such inaccuracies, since these omissions cause a tendency to

undervalue productivity losses (Hankivsky et aL.2004; Kuchler and Golan T999).

In terms of methodological approaches to costing, the stratified labour market

described earlier raises questions about the selection of wage rates or earnings

categories as it pertains to influencing the calculations of economic values. Critics

argue that individuals who earn more money and who are usually men are assigned a

larger value of life. Indeed, when costing out the value of premature death, should

this mean that white middle-and-upper class men's lives are given higher value, since

they are apt to be better positioned on the job hierarchy? (Hankivsky et al. 2004).

Serious consideration must be given to the fact that economic values reflect the

distribution of earnings in the labour market (Kuchler and Golan 1999).

For sex trade workers, it is known that there is substantial lifelong anxiety,

pain and suffering from engaging in this lifestyle. Their families and friends are apt to

suffer as well (Gorkoff and Runner 2003).Indeed, a cost-of-illness framework is only

complete if it considers these quality of life issues. The human capital approach

incorporates no explicit estimation of such diffrcult to value intangible costs

(Hankivsky et aI. 2004).

The cost-of-illness approach is criticized for not fully capturing the total

societal effects from diseases or particular illnesses. Moreover, estimates derived
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from this costing methodology are viewed as a lower boundary to the value of

societal losses, due to the valuation biases described above (Kuchler and Golan

1999).In particular, some analysts argue that quality of life is difficult to measure

using dollars (Hankivsky et aL.2004).

In contrast, a utility approach is a better unit of measurement for quality of life

(Kuchler and Golan 1999). For instance, within the COI framework, an alternative to

the human capital approach is the utility valuation or "willingness-to-pay"

methodology, in which the value of an outcome is measured in terms of human

preferences over risks. The human capital approach measures dollars (used to

purchase consumption items) while willingness-to-pay measures the utility of

consumption purchased with dollars. A value of life can be produced from these

estimates. For example, a contingent valuation approach measures how much

individuals are willing to pay or give up in order to reduce their probability of

contracting a serious illness or to avoid pain and suffering or lower the risk of death

(Choi and Pak 2002; Levin and McEwan 2001).

In these ways, the methodology is well-suited to capturing the quality-of-life

issues, whereby values are attached to goods that are not marketed. The method also

recognizes that individual preferences are unique. However, the utility measure of

social welfare is subjective and difficult to implement where it concerns the

accumulation of accurate data (Kuchler and Golan 1999).

Despite some weaknesses as a measure of welfare and given the specific

objectives of this dissertation, cost-of-illness studies, particularly within the human

capital framework, can provide a reasonable valuation of the economic impacts. It can
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trace the flows of dollars spent on direct public expenditures and the earnings that are

forgone as a result of illness and other adverse societal outcomes. Such an accounting

is helpful as a guide to showing which government programs improve public welfare

(Kuchler and Golan 1999). Thus, in the current study, this standard practice in

economic costing methodology is the chosen method of estimation.

To sum up the discussion, research on the status of women in the workforce

often excludes important considerations, which would increase our knowledge of how

to shape the structure of policy strategies in cases where we want to change the status

quo. The contribution of this work is twofold. It demonstrates women's diverse

economic prospects by extending the analysis beyond a naffower focus on market

exchanges to some of the structural factors that account for their positioning in the

labour market. Second, it takes a holistic bottom-up approach to the economic costing

of events in women's lives in order to evaluate the consequent impediments to work

force mobility, as well as the effects on public resources.
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Canadian women have made great strides towards economic independence in

the forty years since the period of second wave feminism. Despite the empirical

evidence for these gains, current research does not explain the persistent pay gap

when both men and women experience similar continuity and productivity

characteristics in competitive markets within the labour force. The main question

posed in this study is the following: If we examine the occupational categories in

which individuals typically share comparable productivity attributes, do the

unexplained gender earnings disparities persist? If so, are the residual pay variations a

function of differences in work hours above the full-time standard workweek? [n a

further dimension, it is predicted that higher total earnings may be positively

correlated with larger firm sizes where a good deal of unpaid overtime is worked in

the occupations under study. Investigating these questions involves testing the

earnings implications for management employees and professional workers in

business and finance who work in excess of the standard full-time hours. This paper

proposes two main reasons why women earn less than males in these occupations.

Generally, a separating equilibrium characterizes the earnings and work hours of

males and females. However, when women compete with men in this stratum of the

labour market they are forced into a social welfare reducing allocation of ineffrciently

excessive hours. In this competitive pay-hours mix, women encounter discrimination

in which they work progressively higher numbers of hours than males for less pay.
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Com pensatin g Differen tials or Discrim ination ?
Revisiting the Gender Earnings Gap

2.llntroduction

CHAPTER 2



Following a discussion of the relevant literature in Section 2.2,the theoretical

framework is developed in Section 2.3. The empirical questions and research

methodology are described in Sections 2.4 and2.5 respectively. This study makes use

of the Statistics Canada, Worþlace and Employee Survey (WES). In Section 2.6,the

empirical question of earnings inequality is addressed by examining the work patterns

of women who occupy management and professional jobs in business and finance on

at least a full-time basis and with equal levels of Mincerian productive qualities

compared to men. In this exercise, individuals with dissimilarities in their career

pattems such as part-time work and other discontinuities of work experience are

excluded from the descriptive comparisons. These occupational classifications are

selected since it is these employees who work most of the unpaid overtime in the

labour force. The regression estimates presented in Section 2.7 show that gender

labour market outcomes are still divergent even when women's career profiles

approach that of men. However, an emphasis on total hours worked yields findings

that support the notion of added effects on job tenure in one's work activities, which

influence wage returns to these occupations. Furthermore, these effects are only

partly explained by the individual choices of maximizing economic agents. An

application of Horrace and Oaxaca's (2001) decomposition technique in Section 2.8

substantiates the findings by providing another empirical test. 'While any theory of no

gender earnings discrimination is rejected in these occupational categories, the

distributional analysis does confirm a pattem of narrowing difterential in the number

of hours worked above the standard full-time week. However, earnings discrimination

prevails in these occupational categories for those females who join the socially
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inefficient rat race of excessive hours. Concluding remarks are offered in the final

Section 2.9.

2.2 Literature review

Explaining the persistent gender differential in employment and earnings is

essential to the advancement of women's interests in an economy linking social and

economic power to the top-level jobs. During the past four decades striking changes

in the gender earnings gap have spawned an abundant literature. However, that the

progression toward equality is slow and substantial variations persist in gender pay

levels is well established in the research (Baker et al. 1995; Blau et a|.2003; Blau and

Kahn 1997 O'Neill and Polachek 1993). The Canadian research agenda is directed at

empirical reviews of gendered experiences in the labour market covering a range of

issues. Studies have traced the widely perceived discrimination portion of the pay

gap, as well as the influences of occupational and industrial segregation (Baker et al.

1995; Christofides and Swidinsky 1994; Drolet2002; Finnie and Wannell 1999; Kidd

and Shannon 1994).

Since the 1970s and 1980s, a popularized approach to the study of gender in

neoclassical labour market economics has been to speculate about the associations

between women's intermittencies and a lower degree of commitment to the labour

force. The discourses allude to the negative effects of women's choices of part-time

or part-year work, which is fuither explained by gender social roles (Browning 1992;

Phipps et al.200l; Polachek and Siebert 1993). The work-family mix interferes with

reproductive work, or it jeopardizes quality of life (Rice 2000; Whittington et al.

2000). These role-conflict constraints are perceived as not being imposed on coupled
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men to whom benefits accrue from the division of labour within the family (Folbre

1995; Sirianni and Negrey 2000).

Another significant literature proposes that the childhood socialization process

leads young women to voluntarily choose occupations with low rates of skill

atrophyll featuring flatter lifelong eamings profiles but lower penalties for

intermittency (Drolet 2002; Duncan and Prus 1992; Kohn and Schooler l9B2;

Polachek and Siebert 1993; Polachek 1931). These differences explain why we do not

observe large clusters of women in the high atrophy senior management jobs and

several high-paying professional occupationsl2. In more recent studies, interest in the

topic is expanded to examine the worker's major field of study in a fuither attempt to

account for the atrophy-related earnings gap (Drolet 2002: Duncan and Prus 1992).

Nonetheless, the empirical work related to intermittency and atrophy theories has

minimal power in explaining the link between occupational segregation within

traditionally male-dominated jobs and the lower lifetime earnings profiles of women.

In the current study, however, the emphasis is shifted to a different set of

questions since the earlier group of studies excluded the minority of women who had

broken into male-dominated jobs. Several women do not drop out of the labour force

for any significant period of time during the span of their work careers; hence,

attributing economic constraints entirely to reproductive demands does not provide a

complete story. Moreover, most women in the higher occupational echelons of the

labour market, such as those in management or professional type occupations,

rt Skill atrophy refers to the rate at which a worker's skills depreciate when they leave the labour force
for any period of time. Periods of labour force exit are called intermittencies. Women choose jobs for
which their market returns to acquired skills in education and training fall at a slower rate should they
{ecide to spend fewer years in paid work.
'' This fact is conf,rrmed by data in the Statistics Canada CANSIM database.

36



distinctively possess lengthy tenure, plentiful education and years of experience.

Thus, this group of attributes is not likely to provide a complete explanation of

differential returns among the earnings functions for the workers in the top jobs in the

economyl3.

There are three aspects of the literature in labour economics that inform the

current paper: the executive compensation literature, the research on work schedules

and unpaid overtime, as well as the gender wage gap literature. The latter

perspectives are incomplete unless joined with an organizational literature on

gendered experiences and work styles within the top jobs in the labour market. In

these ways, the present work seeks to integrate multiple perspectives to the topic.

The executive compensation literature has received considerable attention

over the past four decades. Until very recently, the study of CEO pay was usually

situated within the context of U.S. or Japanese companies (Barkema and Gomez-

Mejia 1998; Joh 1999; Zhou 2000). Compensation studies of senior level positions in

a Canadian context are a fairly recent outcome of the 1993 Ontario Securities

Regulation, which requires that publicly-traded (and state-funded) firms divulge the

pay oftop executives (Park et al.2001,2000; Preyra and Pink 200I; Sandler 2001;

Taras 1997; Zhou 2000, 1999). Analysts draw heavily on theories in the frnance,

human resottrces, personnel and the industrial relations literature. The emphasis is

13 Formal education, tenure and experience are the standard productivity-related characteristics that
have been verified in the economic theoretical literature (Polachek and Siebert 1993). The proposition
that productivity factors contribute little to pay disparities is supported by many studies. Human capital
is widely believed to be an irrelevant factor in the gender eamings gap within this stratum of the labour
market. Generally, in executive or professional occupations in business and finance, there are few
disparities in formal schooling levels and training (Bertrand and Hallock 2001; Davidson and Cooper
1985; Finkelstein and Hambrick 1988; Wajcman 1996). Variables such as the responsibility in a senior
position (in both current and past jobs) as well as the firm's ability to pay, both proxied by firm size,
overshadow the traditional Mincerian productivity factors. Education and experienc" oniy ease the
initial climb up the corporate ladder (Agarwal l98l).
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mostly on theorizing about firm size or profitability as determining the executive pay

mix with a n¿urow focus on senior level chief executive staff in a for-profit corporate

world. Later extensions delve into the topics of risk aversion and environmental

forces (Bartlett etal. 1992; Beatty andZajac 1994; Bloom and Milkovich 1998), as

well as speculating about the nonprofit sector (Hallock 2002; Preyra and Pink 2001).

Nevertheless, these studies propose that pay must be linked to the behavioral-altering

incentives facing an individual.

Although these studies are a good starting point for investigating the

theoretical roots for contractual arrangements, of particular significance to the current

study is the fact that there is a relative paucity of women in these jobs. Male and

female comparisons in the senior jobs have been recently studied by Bertrand and

Hallock (2001) whose findings are that \¡/omen fill only 2-3 per cent of the top-level

jobs. Thus, gender dimensions in terms of economic behavioural incentives in the

determination of the pay mix are nonexistent in such research pursuits. Women

surface primarily in the orgarizational literature, which attaches a substantial social

element to a variety of supply-side phenomena (Eagly and Johnson 1990; Xie and

Whyte 1997). The latter work devotes considerable attention to the comparisons of

men and women's domestic support networks, time use barriers that influence the

quality of the playing field for women executives (Alimo-Metcalfe 1992), as well as

the perceived obstacles to equitable opportunities. Typically entrenched in such

studies are the dichotomies of gendered work styles and personality traitsl4.

la Examples of dichotomous traits in gender styles include autocratic versus participatory; top-down
versus bottom-up; control versus harmony; hierarchy versus egalitarian (Claes 1999).
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The executive compensation literature does confirm that executives in larger

firms are widely perceived to have higher true productivity. This is because they deal

with more size-related complexities, they generally manage significant corporate

resources (Agarwal 1981), and there is apt to be a hierarchy or tallness in a firm's

management structure (Tosi et al. 2000). Some of the empirical work estimates that

every 10 percent increase in firm size yields its senior workers a 3 per cent pay raise

(Baker et al. 1988; Hambrick and Finkelstein 1995). There is a small body of recent

empirical work in a Canadian context that provides support to the pay-firm size nexus

(Morissette 1993, l99l; Zhou 2000, 1999). Morissette (1991) found that the pay of

professionals and managers in firms with fewer than 20 workers is at 56 per cent of

the earnings of the individuals in firms with 500 or more employees. Overall, the

available Canadian empirical evidence suggests that the hypothesis of positively

correlated firm size and pay is a correct onelt.

Though the core theoretical principles in the executive compensation research

revolve around the notion of an individualistically-centered contractual exchange in

the private for-profit corporate sector, no research has directed attention to the

correlation between hours of work and executive pay. This is not surprising because

this series of studies related to contractual practices are conducted in the context of

Fortune 500 executives whose pay typically far exceeds any rising individual

ls In practice, professional pay consultants often tend to stress firm size when counseling organizations
regarding compensation packages (Finkelstein and Hambrick 1988). In contrast, pay-for-profitability
studies take a performance incentive approach to compensation. This strand of literature discusses the
widely-used stock option schemes and the incentive alignment effects of exercise price, as well the
lafter's timing in the pay mix (Gilson & Vetsuypens 1993; Kole 1997); how executives manipulate
stock awards (Garvey et al. 1998); and whether deferred pay should be contingent not only on sales
and bottom line profits, but on long-term firm performance such as equity returns (Beaty &. Zajac
1994;Bizjaketal.1993; Finkelstein & Hambrick 1988; Jensen & Murphy 1990).
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productivity resulting from a commitrnent to higher numbers of hoursl6. For instance,

several of these studies are steered by databases that provide information on bonuses

and defened payments in executive contracts for publicly-held companies with

boards of directors and a significant shareholder base. Intrinsically-motivated

individuals are drawn to this type of work where long working hours are central to

their life style and a standard part of the contractual arrangement (Finkelstein and

Hambrick 1988). Thus, these studies make no mention of work schedules. Emphasis

is on the form of pay offered 17 and on what to base itl8. The primary interest is in

gauging the effects of pay policies on the ownership's well-being as opposed to the

individual's returns for their competitive attributes in the job market. Moreover,

relevant to the current analysis are the deeply embedded biases in the validity of the

assumptions, since women are assumed to face the same economic incentives as men,

and they behave accordingly.

Consequently, the current study must be linked to another literature on the

pay-workhours colrelation for the larger group of lower-and-middle managerial

levels, as well as professionals in business and finance, both occupations for which

female access is not substantially blocked. These individuals are more apt (than the

above mentioned chief executive and chief financial offrcers) to be paid relative to

their marginal products or direct contributions to the firm. Thus, traditional choice-

theoretic facets are investigated. They also work for much smaller establishments.

Hence, this group of employees figures more prominently in some of the empirical

16 
See Zhou (2000) for a comprehensive analysis of average pay in the U.S. and in Canada.

" Examples include base salary, bonus, stock options and long-term defened ¿urangements.
18 Examples include g.ott tui"r, stock value, profitability o-. long-t..* performãnce plans, such as
return on equify (dividends and capital gains).
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literature that is tied to work schedules, specifically, the relationship between unpaid

overtime hours and earnings. The fact that this group of workers is usually exempt

from legislative coverage for receiving overtime pay directly is also a feature that

contributes to the analysis.

Despite the fact that overtime, whether paid or unpaid, is an ongoing facet of

labour market activityle, it has not been an area of vast interest in the research. There

is a more abundant literature on paid overtime, which is most often initiated by firm

demand, such as Trejo's (1991) multi-occupational study of compensating

diflerentials and paid overtime. The latter topic appears in the research dealing with

labour-management relations and collective bargaining issues.

The existing research on work schedules and unpaid overtime finds resonance

with a growing trend in work-related stress and its correlation with long hours at the

job. This topic also provides the context in which women are included in the analysis

of unpaid work hours. Storey (2000) asserts that,

"The emerging dominance of market forces in the 1980s typifred

by the 'greed is good' ethic of Gordon Gecko, in Wall Street, has been

somewhat tempered by an increased emphasis on quality of life of the

1990s. There appears to be a trend towards viewing work as just one

component of life rather than the 'be-all and end-all"' (p.29).

The discourse of work-life balance is commonly used by analysts who study

management and professional workers (Cooper et al.200I; Green 2001; Hyman et al-

2003; Karambayya 1998; Rice 2000), and topics, such as the value of flextime in

re Unpaid overtime in the Canadian economy totals 9.5 million hours per week. Greater than half of
Canadian overtimers (53Yo) are not paid for their hours (Duchesne 1997).

4l



reducing stress and personal conflicts'o @z:uand Deckm an 1996; Sharpe et a|.2002).

Another strand of human resources literature focuses on overtime and burnout in

specific professions, such as public accountants (Hooks and Higgs 2002; Sweeney

and Summers 2002) and lawyers (Landers et al. 1996) atrd teachers (Drago 2001).

While these accounts emphasize that agents do not operate independently of their

non-market lives, there appear to be few published studies giving economic

explanations for unpaid overtime and its correlation to a worker's base pay.

A few notable exceptions include a recent British study that integrates the

unpaid work hours within several occupations into the Mincerian framework. The

researchers propose various theoretical possibilities of uncertainty over workflows,

bid auctions, gift exchange and teamwork to explain why individuals agree to donate

their time. This work does confirm the empirical fact that, due to the variability and

complexity of their tasks, managers and professional workers experience a gap

between paid and actual hours worked. Often workers mask their own productivity, or

it becomes concealed within organized teamwork. ln other situations, vying for

promotion and one-upmanship over their colleagues, some managers will underreport

their actual hours worked in order to impress their employers by appearing as highly

productive employees (Bell and Hart 1999,1998; Bell et al. 2000).

Another complementary literature relating to the internal structures of the

neoclassical firm applies a variety of adverse selection models to examine workers'

noÍns as they pertain to excessive hours. Higher hours may signal greatet

20 Interestingly, the higher one's earnings the better their chances of having a flexible schedule at work
(Sharpe etal.2002). This suggests that highly-paid managers and professional workers in business and
finance work excessive hours, but the burden of any existing domestic demands is potentially
mitigated by flextime arrangements.

42



commitment and productivity. This small body of research suggests the possibility

that competitive mechanisms motivate workers to choose an inefficient and social

welfare reducing rat race equilibrium of excessive work hours (Akerlof 1976;

Miyazaki 1977; Ramirez 2000). tn their gender analysis of lawyers, Landers et al.

(1996) propose that it is inherent in a professional work environment that rat race

equilibrium will result, which precludes firms from making offers of short-hour jobs

to suit any group of workers' preferences. These are the only studies that employ

well-established theoretical insights within the field of economics to account for the

pay-hours link, and few studies provide a gender accounting of excessive work

hours.

The Canadian literature on paid and unpaid overtime has mostly evolved into

a number of empirical studies summarized in Statistics Canada publications (Drolet

and Morissefte 1997; Duchesne 1997; Galarneau 1997; Marshall 1996; Statistics

Canada: Labour Force Update 1997). These studies have found that unpaid overtime

is associated with the mostly highly paid, educated and tenured workers in the labour

force, including managers, administrators and professionals (Duchesne 1997).

Moreover, twice as many women as men who work over 50 weekly hours prefer to

work fewer hours2l (Drolet and Morissette 1997). Women are not as fully engaged in

spending extra time at work compared to men, since they work fewer than 80 percent

of the unpaid hours contributed by maleszz (Duchesne IggT).

2r A British survey reported that half of the female respondents and25 per cent of the male respondents
would forgo earnings for more personal time and a better quality of life (Rice 2000).
22 Another key finding is that, in Canada, unpaid overtime hours are only slightíy more prevalent in
larger firms (Duchesne 1997). This suggests that, if men are more highly concentrated in larger firms,
they are not working a higher average amount of overtime compared to thei¡ female counterparts who
may be overepresented in smaller firms.
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While the thrust of the empirical research has been to describe the problem of

excess hours being spent at work, for the occupations of concern to this study, they do

not link the latter as a predictor of the gender wage gap problem. One exception is a

recent cross-Canada study of chartered accountants in both, public practice and in

industry, which found that women worked on average 42 hours per week compared to

47 hours for men. For individuals classified as working greater than 50 hours per

week, 18 percent of men worked these excessive hours compared to 6 percent of

women23. The study attributed the gender pay gap to work hours. tn this profession,

analysts found a direct correlation between hours worked and higher earnings. They

asserted that this was the "crux of the matter for women, who tend to work fewer

hours" (Clark 1999).

Analysts have asserted that working unpaid overtime is both a demand-side

(e.g. industry) and supply-side phenomenon (e.g. family structure). For instance, a

good deal of spousal support at home may encourage an individual's large

investments in hours at work (Grossbard-Shechtman et al. 1994). On the demand

side, research emphasis has been given to the intensified work patterns in some

segments of the labour market since the 1980s. Most theonzing on the subject

attributes this phenomenon to economic restructuring including the "orgarizationaL

de-layering" of the 1980s and 1990s and the consequent employment instabilify

(Karambayya 1998; Storey 2000; V/ajcman 1996). One survey by the British Institute

of Management stated that 80 per cent of executives reported an upward shift in work

on their plates (Green 2001). Indeed, longer hours on the job have been used as a

23 For individuals working 4 I -50 hours per week, 52%o were men and 40%o were women; < 40 hours
per week: 30%o men and 53o/o women; < 35 hours per week: 8olo men versus 20%o women (Clark 1999).
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proxy for the growing intensification of work (Hyman et al. 2003). What is not well-

investigated in the prior literature is whether they are working extra hours

gratuitously or if they reap rewards in the form of a higher earnings base. Moreover,

not only has the theoretical literature given minimal attention to the unpaid hours in

the managerial function, but other professionals in business and finance have been

neglected as well2a.

Both, the executive compensation research and the literature on work

schedules and overtime have not widely applied any gender analysis. Some studies

have ascertained that women are typically located in the less prestigious lower level

positions within the highly-paid senior occupations of the labour market (Bertrand

and Hallock 2001 ; Davidson and Cooper 1985). However, another key finding is that,

irrespective of the management level, women's earnings are still less than men's

(Davidson and Cooper 1985), and so there must be other factors that are causing the

compensating differential to men. What is not known is the correlation between the

different levels within an occupation or profession and the consequent work hours.

To date, there also does not appear to be any systematic attempt to examine

the correlation between gendered work styles and their corresponding practices as

they pertain to work hours. There is an established organizational literature in

sociology and psychology on women in management (Eagly and Johnson 1990; Xie

and Wh¡e 1997), some of which proposes that men and women have different

leadership styles (Cejka and Eagly 1999; Eagty and Karau l99l; Karau and Eagly

2a Several private and public sector industries hire financial and investment experts or human resources
specialists who also experience variability in their hours of work. There is, however, specific
descriptive research on the work practices of certain professionals in business and finance. An eiample
is the work of Almer and Kaplan (2002) on public accountants.
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1999; Kolb 1999; Martell et al. 1996; Powell 1990; Twenge 1997; wajcman 1996).

However, the interpretation of these study results often depend on the methodologies

used in the data collection and evaluation procedures, including gender biases in the

latter. For instance, it is widely perceived that women managers tend to share power

with subordinates2s (Martin lgg3), which may potentially lead to fewer hours and

higher efficiency on the job. Overall, however, the consensus is that likeness in men's

and women's styles overshadows any distinctions or peculiarities (Wajcman 1996;

Xie and Whyte 1997; Twenge 1997). Some analysts also argue that economic

pressures determine the extent of hierarchy or teamwork, as well as the rigidity of

policies and practices in the worþlace (Claes 1999; Davidson and Cooper 1992;

Helgesen 1990). In concluding this discussion, there is a serious failure to produce

accounts of the economic incentives that lead women to work unequal numbers of

hours compared to men and how this factor materializes into pay variability. The

study's theoretical framework is presented in the next section.

2.3 Theoretical Framework

The literature informs us that, for the selected occupations of the current

study, men and women share similar productivity attributes, concerning education,

work experience and tenure, as well as work styles, the latter being incited by

incentives and pressures external to the firm. Thus, the notion that hours of work

differ by gender because of dissimilar work styles is dispelled. However, by engaging

in the inspection of work hours, the current contribution to the subject may offer an

25 Masculine values are stereotypically associated with traits, such as competitiveness, autocratic and
controlling, as well as individualism. Feminine values are widely perceived to be more participatory,
consensus-based or democratic, and oriented towards team work or flatter hierarchies. In practice, a
blend of the two styles tends to evolve over time with shifting emphasis along the continuum of
stereotypic qualities (Claes 1999).
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alternative approach to the pay contract problem than supplied by the conventional

compensation literature. One additional personal attribute of the executive is

accentuated. This is particularly relevant for middle-and-lower level managers, as

well as professional occupations in business and finance within the Canadian

economy. The analysis of the pay contract is redirected towards a choice-theoretic

approach by posing the question of whether willingness to work longer hours matters

to compensation. This is consistent with the gift exchange theory proposed by Bell

and Hart (1999), which found a positive relationship between unpaid hours and

higher wages (p.285). Workers are paid a premium under an implicit agreement to

work unplanned extra hours (Akerlof l9S2).

Though Akerlof (1976) was the first to elaborate on market failure within the

theoretical framework of rat race hours, the current work is in the spirit of Landers et

al.'s (1997,1996) adverse selection model of work hours in the legal profession. The

analysts propose a two-period utility model in which there is interdependency

between partners and associates within law firms as it pertains to ensuring that the

latter develop strong work norms. The idea is that they are apt to one day become

partners and share in the value of the partnership and its profits. Thus, the firm gains

by instituting strict self-selection mechanisms that force associates with partnership

potential into revealing their higher productivity through long work hours. In contrast,

associates with weaker propensities for excessive work input will self-select into

short hours, thus signaling their lack of potential in terms ofjoining the partnership in

future. What makes the rat race socially inefficient is that workers are forced into a

situation of welfare reducing excessive hours in which there are no incentives to
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deviate to a shorter hours schedule whereby the marginal rate of substitution is

equated with their budget constraint (or the wage).

The current work's graphical analysis borrows partly from the contributions of

Miyazaki's (1977) self-selection screening mechanisms, which occur in the

neoclassical prof,rt-maximizing firm. The analyst describes the overwork phenomenon

on the basis of internal labour markets, in which the workers in a group (e.g.

teamwork) are also interdependent based on each other's productivity26. In the current

work, there are no complementarities among groups of workers (i.e. men and women)

in the productive process. There is an incentive for the firm to exploit gender work

propensities, so as to create a separating equilibrium that reinforces gender

discrimination. For instance, some firms may respond to the influx of women in

management and professional occupations by setting the requirement for unpaid

overtime hours just high enough to offer women a less than utility-maximizing work

contract.

In contrast to an adverse selection model, any hidden private information or

asymmetries about the employee's type, in terms of work propensity, is not central to

the current analysis, since social nofins and expectations dictate that women are apt to

work fewer hours. Likewise, men are likely to work longer hours. Thus, the current

analysis is closer to a price discrimination approach in which the firm assesses

productivity levels by observing actual work hours. Males and females are perceived

26 Landers et al. (1997) sketch a broadly similar graphical exposition of the rat race model (p.172-3).
Also, see Ramirez (2000) for an adverse selection model of the internal labour market in which
multiplicative effects in the production process drive the earnings-hours mix and the potential for rat
race equilibria.
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as diflerentiated services in the labour market and, as preferred customers who are

willing to work excessive houts, males are given an edge in the earnings contract

Workers' Preferences

Consider the following utility model, which is assumed to be a function of

consumption and hours.

U,(E,H):E-Ct@)

Ui denotes the utility of individual i (i:1,2) who is in search of the utility-

maximizing labour contract. .E is the individual's total paid earnings, including base,

bonus and stock options. Differences in ability are held constant, since it is assumed

that both men and women are equally efficient, though ability may be observable if

the individual exerts low effort (hours) and receives high pay (this is an empirical

question). Nevertheless, the firm can not typically observe the individual's work

ethic, though it may seek a way to exploit a selÊselection mechanism. Moreover,

educational signaling has no role in the model. Thus, earnings or observed

productivity can only be contingent on the set of unpaid overtime hours chosen by the

individual. A willingness to work higher numbers of hours allocates the worker to a

specific level within the occupation. The latter is the simple utilitarian rationale that

earnings equal utility, which is derived from self-seeking behavior.

.Él denotes the number of unpaid hours that the individual works over and above the

full-time regular weekly hours, which may be a proxy for effort (e).

i represents the two types of management and professional workers (i:1, 2). Type 1

tends to work many hours in excess of the standard full-time week. The Type 2

individual works approximately the standard full-time week, which may differ
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slightly by firm or industry, but it is generally in the range of 35-40 hours per week.

Type I worker is viewed by employers as having stereotypical male traits (i:I:m)

and Type 2 possesses female traits (i:2:J), though they are not mutually exclusive

categories. Vy'orkers also know their own type.

C, is the individual's opportunity cost of hours of work or disutility of high eflort, in

particular, work efforts in excess of the standard workweek. In this model, the social

structure matters very much. The opportunity cost is higher for women with children

(and presumably a small minority of males). However, the presence of children does

not exclusively influence the costs. As described in the literature, women typically

have a lower propensity to work excessive hours. Quality of life issues are

fundamental to the structure of women's work schedules, since they are more attuned

to the issue of extra hours as a disruptive force in the balance of life (in both family

life and in social networks). The shape of the utility function is a factor that creates a

self-selection mechanism, since it differs based on gender.

ôC,(H)/u, > o v H -- the opportunity costs are growing in hours worked, since

individuals need more income to offset the additional hours of work;

u'c,(H/n2 > 0 -- the utility function is increasin g at anincreasing rate

u'r,''%u . ôCrr%, h other words, the opporruniry costs to Type I workers

(usually males) are known to be less than the opportunity costs to Type 2 workers

(typically females), for all H>0; or C r(H) > C, (H)

In the individual atena, unpaid work simply lowers the returns to the

executive's acquired productivity attributes (Bell and Hart 1999). However, it is
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required due to the unexpected events in the job. Justifiably though, unplanned hours

are a force that will drive up the pay contract to offset their losses. Put simply, people

expect to be paid what they are worth, and thus earnings can not be treated in

isolation from hours of work. Frcy (1997) proposes that feelings of unfairness may

crowd out the individual's intrinsic work efforts, especially at the senior level. Of

course, the implicit assumption in the current analysis is that individuals are mostly

extrinsically-motivated, and so they command monetary incentives. For instance,

excessive work hours involve a sacrifice of the strongly preferred leisure2T (Rice

2000). In line with other research, it is expected that employees will experience

diminishing returns to their efforts as overtime becomes unduly excessive and under-

performance may occur (Landers et al. 1996).

Firms' Preferences

From the organization's perspective, the activities of senior level workers are

not easily observed (Finkelstein and Hambrick 1988; Lulfesmann 2002), but some

efficiencies deserving of rewards may be evident, such as visibly long hours on the

job, even though true productivity is typically indeterminate. Of course, the employer

has an interest in capping pay to what is needed to secure the requisite services.

Hambrick and Finkelstein (1995) assert that the firm's goal is to "minimize CEO pay,

subject to the ability to attract and retain a'satisfactory' CEO" (p.190). However,

Agarwal (1981) asserts that variations in the supply of executives drive the structure

of competitive pay offers. Otherwise, firms will be outbid by other companies who

will athact the better-quality employees (p.43). Thus, for the occupations in question

27 One British survey of 2000 subscribers (senior managers and professionals) to "Management Today"
found that 76 per cent of respondents felt that they did not spend enough time with their families or
social network (Rice 2000).
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and holding constant the particular state of an economy, ¿ur added force behind the

earnings function is the employer's pay-workhours sensitivity in setting the terms of

salary and bonus agreements.

In this model, wage equals marginal productivity of the manager or

professional worker. Unlike other more generic types of jobs, there is no need for

cross-subsidization of workers (for example, high producers who subsidize the

slackers), as found in firms with an internal labour market (Miyazaki 1977). Those

who work above the fuIl-time standard workweek are perceived by firms as deserving

more pay for effort. The firm's earnings frontier is:

g:f {0,,,;0r;Hr;H,,,; S; K}

Qis an earnings frontier, which is associated with the firm's ability to set a particular

pay-hours mix. This frontier depends on output, as a frmction of the inputs, and a

production function that exhibits constant returns to scale technology. The graphical

representation of Figure 1 depicts the basic predicted model, which also shows the

attainability of hours and earnings by workers. The level or height of p is partly a

function of the industry in which the firm operates and partly related to firm size. For

instance, there may be a set of larger firms within an industry that operate alongside a

subset of smaller firms within that same industry.

Qt i" an eamings frontier associated with jobs (typically male-dominated) within a

firm in which there is a high overtime culture. It could be a specific industry, a subset

of firms within an industry or even a subset of jobs within a firm. There are

multiplicative effects from the types of jobs that these workers undertake, but the

assumption is that they are relatively similar for all jobs in this stratum of the labour
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FIGURE 1: Earnings-Hours Pay Structure for Management and
Professional Occupations in Business and Finance
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Women and men are generally found in a separating equilibrium at Points A and B, with the latter
being unattainable by women, as this earnings-hours mix is reserved for males. Most women choose

jobs that require A work hours with lower commensurate pay (411, ;. However, when some women
wish to distinguish themselves as having higher productivþ by competing with men in the higher
paying jobs, there are two phenomena that may occur. First, their opportunity costs of employment are
greater (the shape of the female utility functions is steeper at Points C and D); therefore they command
higher earnings in exchange for more work hours. Second, the structure of employment is such that
women must offer longer work hours than males in order to signal their worth to selÊinterested
employers. Firms only offer women an inefficiently high rat-race earnings-hours structure. This results
in an allocation at Point C for those women who do manage to aftain the higher male earnings frontier
(8, Hr) or more likely Point D where they achieve higher earnings than the mean for females, but

nevertheless they still work socially inefficient excessive hours on a lower utility function. Excessive
hours at Point D increase the probability that women will ultimately opt for a higher utility function at
Point A, since the former is a less than utility-maximizing work contract. Thus, women are likely to be
stuck in a trap of lower equilibrium at Point A.

ETI TI
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market (and thus held constant). Firms may also have preconceived notions that Type

1 workers are typically male, and they are perceived as having higher productivity.

Thus, the firm may statistically discriminate by implicitly setting the requirement for

unpaid overtime hours just high enough to screen out women.

Qt i" the earnings frontier associated with a low overtime culture. It could be a low

overtime industry or subset of firms within an industry (a specific firm can offer both

types of contracts and people will selÊselect into their type). As a result, certain firms

in the economy prefer to hire a larger proportion of Type 1 workers, since they need

them to work unpaid overtime. Qs firms hire primarily Type 2 workers, since they

are not willing to work signif,rcant amounts of unpaid overtime. The firm's primary

objective is to match worker types with dissimilar propensities to work excessive

hours to their internal production needs.

0o, refers to the proportion of male management and professional occupations in

business and finance within the industry or firm type, for example, a male-dominated

industry or firm.

á, refers to the proportion of female management and professional occupations in

business and finance within the industry or type of firm, for example, a female-

dominated industry or firm.

H is aproxy for effort (e).

H, denotes female hours above the standard full-time workweek (35-40 hours per

week).
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H,,denotes male hours above the standard full-time workweek (35-40 hours per

week).

S refers to the labour input of subordinate workers, proxied by the total number of

workers that are monitored or supervised.

K : ke (I ...n) - these are the many specific and finite level of tasks in the f,rrm, which

are required to produce the firm's total output. A higher value of K equals a higher

value of Q, and it may also be viewed as a proxy for the requirement of conceptual

thinking and planning on the part of the manager or professional. Thus, K may be a

proxy for firm size. These tasks are exogenous, ffid they are also related to the

technology in the industry.

To summarize some of the key relationships:

un/u , ot u'?/r,.0, unÁr,,, u/ur,, ot unÁ, , o; 
ôQr(u , o;

Finally, earnings disparities are contingent on the set of unpaid overtime hours

chosen, which informs us about the type of industry, firm or job that the individual

chooses to work at, as well as S and K.

Firms offer the contract and the executive worker has the ability to choose

their effort level and the corresponding payoff. In this theoretical framework, there

are four separating equilibria: Point A, B, C and D (denoted in Figure 1) with Points

C and D being an inefficient pay-hours allocation. Point A consists of low overtime

workers who are primarily women. High overtime workers are found at Point B, and

they are primarily men. These are neoclassical equilibria since they can not be upset

for most workers. The set of contracts offered to males and females are generally

separating because women have a high propensity to choose point A and males
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choose B. The majority of low hour women do not try to mimic males. The employer

expects it and they do not have to allocate substantial resowces to ensuring that a

self-selection process will occur.

If a woman wants to eam a higher than average income, she will have to work

at socially inefficient levels in order to signal commitment (effort is visible, ability is

not observable), thus the individual finds herself in aratrace at Point C with any luck,

but she is likely to attain Point D only. Some males will move from Point B towards

Point C. However, since there are not substantial numbers of women in a rat race

allocation, excessive gender competition is not observed. There are no factors that

force the masses of men to move from point B to C.

Given the theoretical framework and the potential for aratrace pay-hours mix

in which men and women compete vigorously, the empirical tests will investigate the

following research questions :

1. Are the majority of men and women in a separating equilibrium in the

labour market for management jobs, as well as professionals in business and finance?

Put differently, do most women self-select into point A at lower unpaid overtime

hours and earnings. It is hypothesized that the employer may anticipate such an

equilibrating mechanism; thus, no resources are allocated to ensuring that a self-

selection process occurs. Since these workers typically share similar productivity

attributes, we expect to observe a positive correlation between total earnings and

hours worked above the standard full-time weekly hours.

2.4 The Empirical Questions
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2. For women and men who work in the selected occupations, what is the

presence and role of children in choosing hours? Do women seek longer hours only if

the pay structure is commensurate with their higher opportunity costs, as shown in

Figure 1, Point C?

3. What proportion of women in these occupations finds themselves in a rat

race at Point C or D? Do women work inefficiently high numbers of hours (more so

than men) at higher earnings levels, for instance at earnings levels in excess of the

mean female earnings? This is an indicator that they can only achieve Points C or D

on Figure I associated with a stereotypic male pay frontier. It also suggests that an

increase in eamings requires an upward distortion in unpaid overtime hours from

women having to signal their worth. Hours of work in excess of the male average is

indicative of costly signaling, which is not a socially optimal mode of work

organization.

4. Does the residual portion of the earnings gap decline in the number of

hours worked above the full-time standard weekly hours? If so, this would indicate a

dissipating discrimination component to the wage gap.

In concluding this section, the advantage of this study's approach is its

reliance on observed overtime hours to build a model of the processes that decide pay

and which take into account gender-based wage discrimination. The relative impact

of overtime hours, as well as firm level factors, will be examined as the driving force

behind compensating differentials for an extra commitment to hours and as a major

contributor to the eamings function. To date, no economic accounts have investigated
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female aversion to excess hours in demanding jobs as a potential contributor to the

wage gap. The study's methodological framework is now presented.

2.5 Research Methodology:
The Sample Data and Empirical SpecifÏcations

The framework for investigating the relationship between pay and overtime is

particularly suited to the Statistics Canada, Worþlace and Employee Survey (WES),

which collects data on a cross-section of occupations in the private sector across the

entire Canadian economy. Hence, the survey does not specifically target the highly-

paid Fortune 500 chief executives. Only a small minority of individuals earn over

$200,000 per annum. It is also necessary to choose the highest-paid occupations for

which female workers have significant continuity in their work profiles. This is

widely believed to be the case for female managers (Davidson and Cooper 1985).

Other research that studied professional women's work pattems after giving birth

found that, compared to other women, these individuals do not make huge

adjustments to their annual hours (Whittington et al. 2000). Therefore, the earnings

implications for two broad occupational categories are tested: management and non-

management professional occupations in business and finance2s.

Firm prof,rtability or performance is impossible to measure using WES.

However, firm size, as measured by the number of employees, is a reasonable gauge

of sales performance and the complexity of the executive's job, as well as levels in

the management structure. As established in the literature review, empirical

investigations have consistently verified that these are underlying factors in executive

28 For the empirical analysis ofthe current study, professional occupations in business and finance are
combined with management occupations because the former are also major contributors to the
management of an organization. These positions, which are generally a significant part of the firm's
management team, are listed in Appendix A-2.
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earnings. Tosi et al. (2000) observed a strong empirical relationship between firm size

and executive pay dissimilarities that far exceeded other performance measures

(profits, return on assets, etc.) by approximately nine times Gl 329). Therefore,

V/ES's proxy measurement of size by the number of employees working at a firm is

accepted.

To test the questions posed by the theory, various descriptive tests and

regression estimates are calculated using the Stata econometric software package. The

data for the empirical analysis is provided by the 2002 WES cross-sectional sample

data from the micro employee files. The sample for the two occupational categories

comprises 1,622 female respondents who worked in excess of 35 hours per week,

which is defined as standard full-time hours for these occupations2e. The 2002 male

sample totals 2,305 observations. The survey also excludes any earnings from self-

employment. WES is an ideal survey for the current study, since it captures

information about regular office hours and extra overtime hotus (paid and unpaid)

worked during any given week. This allows for testing of the contribution of unpaid

overtime hours to the worker's total earnings, which is especially suited to the

questions posed in this study.

Due to the complex sample design of WES, the descriptive data are calculated

using weighted averages. For the regression analysis, Statistics Canada requires that

researchers who use WES calculate variance estimates using mean bootstrap

2e This is a departure from Statistics Canada's standard definition of full-time work as 30 hours or
more per week. In this study, full-time hours are defned as 35 or more hours per week (1820 hours per
annum).
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weights30 (for the specific procedures, see Chowhan and Buckley 2005; Pierard et al.

2004).

Executive compensation studies generally use as the dependent variable,

salary, commission, bonuses and, when available, deferred payments. An added

benefit to WES's comprehensive approach is that it captures a breakdown of

eamings, such as regular and overtime pay, bonus and shift pay, and profit-sharing.

Though the use of total earnings is often relied on as a reasonable proxy for overall

compensation (Agarwal 1981; Tosi et al. 2000), it is criticized for disregarding other

facets of pay and the heterogeneity of contractual agreements negotiated by agents3l

(Kole 1997). Moreover, the use of total earnings is in contrast to most economic

studies, which employ hourly wages. Since this study is attempting to capture the

effect of unpaid overtime hours on the executive's total earnings package (base

salary, commission, and bonuses, etc.), then hourly wages is inappropriate as the

dependent variable. A shortcoming in the methodology of this paper is that current

pay may depend on past cumulative contributions, that is, the commitment to hours of

work over several periods. WES's panel covers a two-year period only, which does

not allow for an appropriate longitudinal investigation of changes in pay given a

change in unpaid overtime hours worked. The WES data also does not permit the

inclusion of deferred payments such as stock ownership in the firm.

30 Statistics Canada surveys are designed for descriptive purposes. Such complex surveys may pose
problems of stratification, unequal probabilities of selection and clustering, which could lead to
misleading inferences and conclusions. Therefore, sampling variance estimates must take account of
survey design. Bootstrapping tools (for example, mean bootstrap weights) manage the problem of
model resiliency to different survey designs, which is often encountered when using regression
techniques.
3r For instance, pay contracts may be negotiated by a working group within the board of directors who
are usually given a good deal of freedom in setting the pay mix. Consequently, this leads to substantial
heterogeneity ofthe non-pecuniary aspects ofthe remuneration package (Kole 1997).
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Consider the following data drawn from the Statistics Canada: 2004 CANSIM

Database (Table 1), from which vast dif[erences emerge in how men and women

experience the labour market, within the three selected occupational categories of

Senior and Other Management, and Professional Occupations in Business and

Finance. Not only do the CANSIM data confirm the lower presence of women,

however, it also points to a persistent and sizeable wage gap between men and

women with similar career profiles. The female-to-male wage gap is approximately

80 percent in these occupations despite women's full-time commitment to paid work;

that is, the wage gap persists even under conditions where women's career profiles

mirror men's.

TABLE 1: Gender Representation in Senior Occupations and Categories of Work
Hours in the Statistics Canada: CANSIM database

2.6The Means and Descriptive Stafistics

Occupation

Senior
management

Percentage
female in

the
occupation

Professional
occupations
in business
& finance

Female
earnings
as a%ó
of male

earnings

4l-49 hours/wk

Other
management

22.2%

Data were retrieved from the 2004 CANSIM Database: Series 2820009, 2820069, 2820023,2820030, and
282008 l. All calculations were prepared by the author.

Moreover, women account for only 22.2 percent of Senior Managers and 37.7

percent of Other Management Occupations. They fare better in the Professional

6t

o//o
male

51.5%

78.6%

Over 50 hrs/wk

o//o
female

37.7%

80.1%

7.8%

o//o
male

78.8%

6.8%

r.3%

o//o
female

Female to
male ratio
of work
days lost

for
personal
reasons

I0.t%

24.9%

2.9%

69%

t9.5%

16.6%

26.8%

5.2%

3.57

t4.9%

2.96

3.02



Occupations in Business and Finance, at 51.5 percent representation. Table 1 frrther

indicates that there is a strong positive correlation between male respondents and

overtime hours worked in excess of the standard full-time weekly hours, while also

establishing that women in the same occupational categories are not investing heavily

in hours at work. Males work a higher percentage of overtime in all categories of 40

or more weekly hours. For instance, of the total employed males in Professional

Occupations in Business and Finance, 19.5 percent work over 50 weekly hours

compared to 5.2 percent of females. In all three occupations, women also lose

threefold more days of work for personal reasons compared to men. These f,rgures are

consistent with Duchesne (1997) who reports similar gender differences in an

overview of the occupational and industrial incidence of paid and unpaid overtime

work in the Canadian economy.

This overview forms the basis for further testing of the WES sample data to

determine whether the lower female commitment to hours of work causes a type of

lost tenure in the traditional male-dominated good jobs of the economy. A flatter

overall eamings profile may be observed despite the achievement of relatively high

labour market status. Employers may think of it as a different type of skill atrophy,

thus from the latter's perspective, it lowers a woman's level of productivity in

performing the required job tasks.

Table 2 summarizes the statistical means of certain explanatory variables that

are retrieved from the WES database. The relatively narrow gap in the higher

schooling categories indicates that the women who work in excess of full-time

yearly hours have invested in equivalent amounts of formal schooling compared to
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TABLE 2 -- \ilES Sample Means of Selected Variables Summarized

Observations

Res

Earnines from emnlovment
Personal Characteristics
Aee
Educationl

ents Working at Least 35 Hours

Education2
Education3
Education4
Education5
Tenure (in months)

2002
MALE

Years experience (FTE)
Immigrant

2,305

Visible Minoritv

s72.2s7

Disabilitv
Family Status:

2002
F'EMALE

Couoled

4s.2
7.5%

Preschool children

35.2%

1.622

47.6%

School age children

$50,528

Industrv characteristics

Week

8.\Vr

Male-dominated industry*

4.1%

43.8

Even-sender industrv* x

t27.1

5.0%

Female-dominated***

20.5

42.3%

GENDER GAP

25.9%

Firm characteristics

for

46.2%

Fewer than20 employees

19.8%

9.9%

4.60/o

Women are 1.4 yrs younger

20-99 employees

1.6%

69.9v,

12s.3

100-499 emnlovees

78.3%

Over 500 employees

18.s

22.9v,

11.9Y"

Covered by a collective

18.9%

34.6%

a

4.6%

Age adjusted: 111.8%o

gree

Number of staff suoervised

3s.8%

Age adjusted:97.1%o

Formal dehnitions of the va¡iables are provided in Appendix A.2. The hgures in Table 2 are weighteã

ment

72.9%

20.9%

averages calculated for the occupational codes 01 -- Managers and 02 -- Professionals in the 2002 WES

14.2%

43.3Yr

survey.
+ Male-dominated variable: a binary variable for the industries where there is a high concentration of
males. Examples include forestry, mining, oil and gas extraction; capital intensive tertiary manufacturing;
construction; primary product manufacturing; transportation, warehousing and wholesale trade.
** Even-gender variable: a binary variable for the industries where there is approximately equal male and
female representation. Examples include real estate, rental and leasing operations; business services;
finance and insurance; information and cultural indushies.
*** Female-dominated variable: a binary variable for the industries where there is a high concentration of
females. Examples include labour intensive tertiary manufacturing; retail trade and consumer services;
education and health services.

343%

28.9%

21.7%

28.4%

Women are less likely to have
preschool children

15.5%

14.0%

62.8%

28.7Y.

22.3%

22.1%

26.2%

15.1

t5.0%
36.s%

Males are more apt to work
for smaller firms

309%

6.92

Women are more likely to
work for lareer firms
Women are more likely to be
covered by a collective agreement

Women supervise fewer workers
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men, though they are slightly less likely to hold a higher degree, such as a doctorate.

This evidence lends support to the idea that females predicted a pattern of continuous

labour market participation, as well as anticipating their employment choices. Vy'omen

in these occupations may have foreseen considerable amounts of time spent in the

work force irrespective of domestic plans. This is also reflected in their 18.5 mean

years of equivalent full-time experience compared to 20.5 years for men in similar

occupations.

The difference is accounted for by the fact that the average female respondent

is simply at a lower point on her age-earnings path because she is 1.4 years younger.

Likewise, the tenure variable indicates a high degree of work continuity and a strong

attachment to the labour force, since women have worked at their firms for equal

amounts of time compared to males. However, as noted in the literature review, these

minimal experience and tenure effects may not substantially influence gender

earnings variability for the occupations under study.

A lower mean in the coupled variable (72.9%) indicates that women are less

likely than men to be in a marriage or coÍrmon-inJaw relationship. Moreover, there

appears to be a lack of compatibility between the presence of preschool children in

the home and female career ambition compared to males. However, the genders are

equally as likely to have school age children32.

Other findings reported in Table 2 establish that fewer women are working in

the high-paying male-dominated industries, and they are more apt to work in the

female-dominated industries, such as health and retail. It is noted that there is

32 Some research findings in the literature propose that female managers and other professionals in
business and finance are likely to be older, childless and not coupled (Davidson and Cooper 1985).
This suggests an element of incompatibility between domestic demands and career ambitions.
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substantially similar gender representation in different firm sizes, the latter having

been established as influencing pay (Morissette 1991). Women are more likely to be

covered by a collective agreement, which may reflect their disproportionate presence

in larger firms and in the health or educational services industries. On the issue of

firm size, Bertrand and Hallock (2001) found that their female sample managed

companies with fewer workers, lower sales and assets33 (p.6). As noted earlier,

however, these researchers examined only senior level managerial executives within a

group of larger public companies. In the current study, for the respondents who do

occupy senior positions, the pay gap may not be attributed to women's absence in

bigger firms. However, males do supervise at least twice as many employees as

females.

Since the female respondents who work extra hours share with men similar

productivity-related characteristics and the lower mean age may account for a minute

portion of the earnings gap, economic theory informs us that those women should

also share similar earnings power. Despite this prediction, the women who work in

excess of 35 hours per week face divergent earnings outcomes. As shown inTable 2,

the mean earnings for the female group in 2002 total $50,528, which is 69.9 percent

of the average male wage of $72,25734.

To address the first empirical question, one method of determining whether

men and women are in a separating equilibrium at Points A and B on Figure 1 is to

33 -." Firm size was roughly 35-45 percent smaller, and it accounted for approximately l/3'd of the pay
gap (Bertrand and Hallock 2001:6-7).
3a The gender wage dispersion is narrower than Bertrand and Hallock's (2001) finding of an overall 45
per cent wage gap. Indeed, the researchers analyzed the top five executive compensation packages for
several hundred publicly-traded companies with average earnings of around $1 million per annum
(p.s).
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ask them if given their rate of pay, they would prefer to work: (1) the same number

of hours for the same pay; (2) fewer hours for less pay; (3) more hours for more pay.

The WES variable prf_hrs captures such data on preferences3s. In Table 3, the

aggregate trends for these classifications of preferences are cross-tabulated to the

presence of children, àEê, coupled status, average earnings, unpaid overtime hours

and standard weekly work hours.

The majority of workers are in a separating equilibrium at Points A and B in

Figure 1. Around three-quarters of males and females are satisfied with their hows

(classif,rcation #1), though there are disparities in regular paid weekly hours, unpaid

overtime and earnings, with a wage gap of 67.5% disfavoring women. Males work

59.1% more unpaid overtime, in addition to two more regular weekly office hours.

Moreover, women in these jobs are less likely to have dependent children, in

particular, preschoolers.

As predicted in the theory, there are not substantial numbers of women in arat

race. Thus, there is little excessive gender competition, which would upset the

separating equilibrium by forcing masses of men to move from point B to C. In

category #2, morc women than men want fewer hours, as only ll.3% of males find

themselves in a rat race competition (Point C on Figure 1). To address the second

empirical question, the women have much higher opportunity costs of working more

hours than women in the other classifications, due to the higher presence of preschool

children, and so they command higher earnings of l8.7Yo.

35 Landers et al. (1996) argue that there are problems with this approach, since the respondents'
consumption patterns may be established (p.176). This would cause them to choose their current level
of work hou¡s. Since these analysts had the option to use a different methodology, they asked "how
would you prefer to adjust to a small wage increase over the coming year?"
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WES variable: Prf_hrs #l
Same hours
Observations

Year;2002

7o of sample
Annual earnings

Table 3: Preferences for Hours (2002)
Female Male

Unpaid weekly overtime hours
Paid weekly hours
Preschool children
School ase children
Coupled (married or common-
in-law)

Observations

Respondent's ase

Averase tenure

Figure I
Point A

WES variable: Prf_hrs #2
Reduce Hours

1.219
75.2Yo

Observations
o% of samole

Mean

Annual earnings
Unoaid weeklv overtime hours
Paid weekly hours
Preschool children
School ase children

Observations

$49.178

Coupled (married or common-
in-law)

Figure I
Point B

2.9
39.3

Resoondent's ase

13.0%

Average tenure

Figure I
Point D

32.s%

I.690
733%

WES variable: Prf hrs #3
Increase Hours

71.0%

242

Mean

Observations

44.1

14.g%o

o/o of sample

t31.9

Annual earninss
Unpaid weekly overtime hours
Paid weekly hours

s72,882

Preschool children
School age children

4.5

s58.360

41.4

Coupled (manied or common-
in-law)

24.8%io

Figure I
Point C

t.J

35.8Y.

ResDondent's age

39.9
22.r%

Average tenure

8l

44.7%

Figure I
Point E

261
11.3%

t%
45.9

Total observations (2002)

90.2%

138.5

161

44.5

9.9%

Note that for both sexes, the earnings are higher at Point C and D than at Point

A and B, as well as for the envious individuals who prefer to increase their hours

(category #3). A similar pattern emerges for unpaid overtime, though the envious
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t17.7

$90,453
6.6

s44.433

42.2
9.6Yo

Figure I
Point F

5.4

48.sYo

38.5
6.4%

83.6%

259%

354

1,622

15.4%

47.2

s0j%

132.5

39.6
89. r

$58,863
4.1

41.2
24.0%

2 30s

22.0%

64.8%
41.4
83.4



females work more hours than those in equilibrium mostly in an effort to catch up in

the eamings race (they are apt to be younger workers possibly starting out in their

careers). A woman at Point D (wanting fewer hours) in a rat race and earning around

$58,360 is working more unpaid overtime than an envious man (wanting more hours)

who also earns a similar amount. There may be an element of discrimination in the rat

race pay-hours mix, as women work more unpaid overtime than men for lower

earnings at Point D (this is also shown in Table 5 below). To sum, the empirical

evidence is indicative of a positive correlation between total earnings and unpaid

overtime hours above the standard weekly full-time hours. Women must also be

compensated with higher earnings to offset their opportunity costs at Points C and D.

To further elaborate on the second empirical question regarding the role of

children in choosing hours, the preferences of women with arid without children are

analyzed in Table 4.

TABLE 4: The Preferences of Women With and Without the Presence of Children

Observations
Weekly unpaid
overtime
Weeklv naid hours
Annual earnings
Number supervised
Age

Ç with children
observations

Coupled
Prefer same hours

779 Ø8.0%\

Prefer fewer hours
Prefer more hours

The data show that women in these particular occupations are permanently

entrenched in the labour market despite the presence or absence children. The hours

they work (paid and unpaid combined) are not substantially correlated with the

Means
Ç without children

observations

2.87

s86

39.8
s50_8s7

134

843 (52.0%\

59

5.9
43.5

86.4%
75.2%
17.20/,

7.6%

Means

633

4.93

108

38.9

$50,228

102

7.8

44.0

60.6%
75.1%
12.8%

t2.t%
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presence of children. Women without children are only slightly apt to work more paid

and unpaid hours combined (around I hour per week). They also supervise 1.9 more

employees. Around 75o/o of both groups are in equilibrium in terms of hours, though

more women without children are envious and they would prefer more hours. This is

probably due to the fact that this group has lower mean earnings.

Evidence for the third empirical question is revealed in Tables 5a and 5b,

which addresses the issue of whether women work more hours than men at higher

eamings levels. Overtime is generally increasing in total eamings for women and men

who work 35+ hours per week. Up to the mean female earnings of around $50,000,

there are minor gender disparities in unpaid overtime hours. However, for those

women who may potentially be allocated to an earnings frontier above their mean

eamings (which is typically reserved for males), the data indicate that they are not

only in a rat race, but any movement to a higher earnings category leads to a

disproportionate increase in unpaid overtime hours relative to males.

TABLE 5a: Unpaid Overtime by Earnings Levels (2002)

Earnings
levels

>20.000
>30,000
>40.000
>50,000
>60,000
>70.000

observations

>80,000
>90,000

Female

1.583

1.422

00,000

1.131

20.000
30,000

790

mean
unpaid overtime

40.000

460

50,000

255
158

4-06

99
56

4.44
5.28

JJ

s.92

25

7.48

T9

observations

8.08

ll

Male

7.43

2.289

8.34

2.196

8.47

1,984

10.07

mean
unpaid overtime

1.687

11.34

1.307

11.94

r.001

10.96

747

4.74

547

4.83

401

5.05

229

5.54

t92

5-5J

166

6.22

130

6.64
6.67
6.94
5.95
5.83
5.70
5.58
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As it pertains to Figure 1, whereas males may potentially reach Point B, the

female may have to signal her worth with more hours at Point C. However, there is a

good possibility that she can only achieve Point D on a lower utility function. Thus,

upward distortions in working hours are even more socially inefficient for women

than men when they work high levels of unpaid overtime. Likewise, the evidence in

Table 5b reveals that women who prefer fewer hours must emit more costly signals of

their abilities at higher earnings levels.

TABLE 5b: Unpaid Overtime by Earnings Levels for

Category #2; prefer
fewer hours

Workers Preferrins Fewer Hours

<40000
<50000
<72000
>50000
>90000

Another way to test the existence of a rat race allocation for this cohort is to

examine whether low earnings workers want to reduce their hours at the same rate as

high wage workers. If the two are equal, this will discredit a rat race theory. For

instance, low wage earners are not expected to be in a rat race in large numbers. In

contrast, it is mostly high wage workers that want to work fewer hours.

>120000

Unpaid overtime:
Female

2.00
2.22
7.39
9.73

Unpaid overtime:
Male

8.81

Tables 6a and 6b show that most individuals are in a separating equilibrium

(Prefs #1) irrespective of earnings levels, since preferences do not appear to change

substantially at the higher wage levels. However, the data reveal large differences in

workers' preferences to reduce their hours when earnings are below versus above the

mean levels for each sex. Rat race pay-earnings mixes on Figure I (for instance, Point

1 1.18

1.28

2.33
6.21

7.29
7.17
6.60
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C or D) vary based on wage levels, and it fluctuates more for women below and

above their mean \¡/age. Around 9%o of female workers wish to reduce their hours at

wage levels below $40,000, whereas 23Yo of women who earn above the mean male

wage wish to reduce their work hours. Likewise, at least half as many men wish to

reduce their hours below $40,000 per year (7.7%) compared to the high earners

(I4.5%). Another clear pattern in the data is that a higher percentage of males

compared to women are apt to want to increase their hours at all eamings levels

þreferences category #3).

TABLE 6a: Breakdown of X'emale Preferences in 2002: Percentage that Prefer the Same
Hours (#1), Working Fewer Hours (#2) and Working More Hours (#3)

Prefs

#1

<40000

#2

observs

L.
t+J

Total

347
42

61

%

450

77.1

TABLE 6b: Breakdown of Male Preferences in 2002: Percentage that Prefer the Same
Hours (#l), Working Fewer lfours (#2) and \ilorking More Hours (#3)

<50000

9.3

Prefs

observs

13.6

100.0

608

#1

<40000

#2

86

observs

#3

97

%

79t

76.9

Total

>50000

184

10.9

observs

22

12.2

8l

100.0

%

s82

287

64.1

<50000

149

7.7

observs

59

28.2

%

790

73.7

100.0

>72000

373

18.9

observs

38

7.4

t4s

The final empirical question on the payoffs to women for a commitment to

extra hours worked in the foregoing occupations requires an estimation of separate

regression equations by gender. Both equations consist of the standard productivity-

related attributes that have been verified in the economic literature. Following other

100.0

%

168

67.1

s56

<72000

55

6.8

observs

l0

26.1

%

233

100.0

72.1

949

>76000

23.6

120

observs

4.3

258

%

100.0

1327

7t.s

141

>72000

9.0

46

observs

19.5

2.7 The Regression Tests

%

7

100.0

725

72.7

194

23.7

139

94

3.6

%

100.0

958

7 5.7

>100000

14.5

observs

9.8

100.0

306
58
5t

%

401

76.3

14.5

9.2
100.0

7l



researchers who join employer-specific information with individual productivity-

related characteristics (Christofides and Swidinsþ 1994; Eberts and Stone 1985), the

approach in this paper is to estimate the conventional Mincerian earnings equation

with an additional vector of explanatory variables that control for other relevant

earnings determinants. In the spirit of Horrace and Oaxaca (200I), two OLS

equations are specified in semi-logarithmic form for the female and male groups, both

non-linear in the experience and tenure variables, expressed as follows:

(1) tnï{ :
J

ar+ z{et*Zþ,1¿r+"{
l4

(2)

The dependent variable lnE, is the natural logarithm of earnings of the i'h

worker. The independent variables z aÍe listed into four groups: (1) a vector of

individual human capital characteristics controlling for level of schooling, experience,

experience squared, tenure, tenure squared, as well as other personal traits such as

immigrant, visible minority and disabilit1; Q) variables to identifu family status, such

as coupled and the presence of school age or preschool children; (3) dummy variables

lnE'i : q" + ,i' e'

i : 1,....,M; j : 1,....,J;

.I

+ | þîd, + eï

m:male

l2



to classiff occupational and industry36 characteristics, such as union coverage and

number of people supervised; (4) Firm-specific variables are also examined, for

instance, the influences on earnings formation of small, medium and large-sized

firms.

Economists traditionally measure earnings rewards to job tenure based on

months or years worked at a f,rrm. However, in these senior-level occupations, a weak

significance in the tenure coeffrcient is predicted. The use of additional weekly hows

in a job may account for the extra monetary gains in these positions. This approach

addresses the theory that varying returns in these occupations may be attributed to

differences in commitment to the job. This study's model utilizes the Overtime

variables, which are categorizations of weekly unpaid overtime hours as reported by

the WES survey respondents. For the purposes of decomposition analysis, overtime is

classified as follows:

Constant (the chosen reference group) Overtimel: the respondent worked

Zero hours of unpaid overtime above their standard weekly hours.

Overtime2: I to 10 hours above their standard weekly hours.

Overtime3: ll to 20 hours above the standard weekly hours.

Overtime4: greater than20 hours above the standard weekly hours.

3u The approach of combining demand and supply side variables is not without controversy, as a
selectivity bias may be imposed on the earnings estimation (Reilly 1991). On the one hand,
respondents in the sample have clearly made themselves competitive and, therefore, they self-selected
into these particular occupations irrespective of employer customs and social rules. However, it may
also be the case that females in the current sfudy self-selected into particular firm sizes based on
household size considerations or coupled status. This is reflected in their earnings oppornrnities. Their
participation in specific fìrms or industries is presumably voluntary. However, women's oppornrnity
costs of working excessive overtime are generally higher, and so this is a supply-side choice based on
their own personal circumstances. The drawback to these methods is that the effects of selection bias
may cause some females with an average set of attributes to experience an upward or downward bias
in their earnings compared to any randomly selected female within the sample. The bias is related to
the relationship between randomly selected females within the sample and not randomly selected
females outside the sample.
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The a 's, þ's and 0's are vectors of estimated coeffrcients and s is the

error term. D , is a dummy variable equaling 'f if the respondent works in any one

of the overtime2, overtime3 or overtime4 categones and'0' otherwise.

The Ordinary Least Squares (OLS) regression estimates and standard errors

are reported in Table 7. The standard errors are White-corrected in the presence of

heteroskedasticity. The overall fit of the equations is good, with an R-square

primarily over .32. All estimates have the predicted signs and order of magnitude.

The coeffrcients of the explanatory variables are interpreted as the percentage change

in earnings for a one-unit change in the variable.

With the exception of higher education levels, the productivity variables and

personal traits explain very little of the earnings formation. The key f,rndings show

support for a theory of compensating differentials, as there are increasingly favorable

returns to men and women from working hours in excess of the standard full-time

norm per year. The female coeff,rcients tend to rise as more overtime is worked;

however, in contrast to males their returns to overtime in excess of 20 hours per week

are subject to diminishing returns. This is one indication from the empirical analysis

that it may not be worthwhile, in a monetary sense, for women to work such

excessive hours. Not surprisingly, women are heavily disfavored in the majority of

indushies with the exception of a few male-dominated industries.
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Table 7: Regression estimates for workers in managerial and professional occupations in business and
finance (using the WES 2002 survey micro data files).

Dependent variable: log of total earnings from employment

R-squared
Sample size
Constant

Personal characteristics
Education I

Education2
Education3
Education4
Education5
Tenure
Tenure Squared
Experience

Coefficients
Male

Experience Squared
Immigrant
Visibilitv Minority

.326

Disabilitv

230s

Overtime2 (1-10 hours)

10.063

Overtime3 (ll-20 hours)

Standard
Errors

Overtime4 (>20 hours)

187

Family status:

-.034

Coupled

l7l

Preschool children

188

School aee children

102*

Coefficients

.278

Firm characteristics:

.00r

Female

.091*

Firm Size: 20-99 emplovees

-.000

.042

Firm Size: 100-499 emolovees

.39s

.039

.053*

Firm Size: >500 employees

-.000

t622

.042*

10.003

-.005

Union coverage

.067*

Standard
Errors

.01I

Number of emolovees suoervised

.000

-.126

-.023

Industrv characteristics:

.000

-.035

-.018

Forestqr, mining, oil, gas

.007*

Labour intensive tertiary mfsine

.146

.000*

166

Primary product manufacturins

.740

.194

.039

.071*

Secondarv product mfsins

.443

.042

-.01I

Capital intensive tertiarv mfeins

.001

.045x

-.000

Construction

.074

lls

.039

.035

-.030

Transportation, warehousing
and wholesale trade

.020

.050*

.037*

-.000

.337*

.039x

Communications, other utilities

.037

.269

Retail trade/consumer services

-.001

.2t7

I l8*

.036

.000x

-.062

Finance and insurance

.258

.030*

.000*

Real estate, rental. leasine

.076

..031

-.028

.004x

Business services

.258

.0004

.000*

Information and cultural industrv

.149

.047*

* Statistically significant atthe 95%o confidence level using mean bootstrap weigtrts
The left-out binary variables: Education - grade 12 or less; Overtime - zero hours; Firm size -- fewer

.045

.051*

.332

.044

.037

.043*

than 20 workers; Industry - Education and Health Services.

.200

.056

-.013

.065*

.031

179

-.008

.060*

.000x

120

.168

.071*

.147

.376

.063*

.21s

.065x

.031

.292

.256

.039

.056*

.296

-.029

..029

.063

.0007

115

.095

.662

.052*

.062*

.243

.3 81

.055*

.292

.004

.049*

.074*

.237

.09s

.057x

.053

.004

.067

.000*

.240

114*

.055

.0lg*

I

.052x

I4*
.092

.063*

176

.053

.30s

.074

174

.105*

. 155

.078

.200

.204

.091

.079

.096*

.080*

.070*

.073*

.059x

.059
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There are not likely to be wage disparities for those individuals who are

covered by a collective agreement, since there are similar negative returns to both

men and women (-.028 and -.029 respectively)37. Private sector males in managerial

or professional occupations gain more significant pecuniary rewards from living in a

household with preschool children, while women have insignificant earnings losses in

the presence of children. Males are definitely favored with a higher rate of return in

smaller establishments and women receive slightly better returns in the larger of firm

sizes.

2.8 Decomposition - The Measurement of Wage
Discrimination

Wage decomposition techniques have received much scholarly attention over

the past three decades, as these methods have significant informative power

(Christofides and Swidinsky 1994; Drolet 2002; Fields and Wolff 1995; Kidd and

Shannon 1997). Several studies have examined specific occupations in the high pay

stratum of the labour market, such as teaching and engineering (Morgan 1998; 'Wood

et al.l993). Bertrand and Hallock (2001) studied the wage gap for top executives in

U.S. public companies. The key advantage of their study is that they had access to

subcategories of occupations within the generic managerial category, which permitted

the analysts to assess the role of gender segregation with these groupings. The

researchers observed that the gender pay residual (the unexplained portion ofthe pay

gap) is minimal when taking into account factors such as the diverse nature of the top

37 The reader is reminded that this research examines two specific occupational categories, managers
and professional occupations in business and frnance. In a union setting, there is the likelihood of
fewer disparities in the distribution of earnings between management and workers, since relative equity
and equality are key principles guiding this type of work environment. However, relative to other non-
union workplaces, the manager or professional may face a negative earnings return compared to their
non-unionized colleagues.
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jobs. Notably, however, few women work in the jobs that they analyzed e%-3% of

the sample)38, since their study dealt with top executive positions, where the average

female salary was $900,000 per annum (males earned on average $1.3 millioniyear).

Finnie and Wannell (1999) studied the link between work hours and gender

pay disparities for recent bachelor's degree graduates. Differences in hours explained

31 percent of the pay residual two years after graduation and 38 percent of the

residual only five years after leaving university. However, this study and others are

silent on the gender distribution of hours in excess of the full-time workweek and its

implications for the gender wage gap, in particular, whether the extent of the

discrimination is abridged through higher base earnings when women work more

unpaid overtime.

The goal of this section is to address the final empirical question of the current

study. Does the residual portion of the wage gap decline in the number of overtime

hours and also by firm size? Following Horrace and Oaxaca (2001), the regression

estimates (calculated from the 2002 WES survey data) are employed to measure the

unexplained gender wage gap within the four specified categories of weekly unpaid

overtime hours: overtimel, overtime2, overtime3, overtime4. Horrace and Oaxaca's

(2001) method calculates estimates that are not sensitive to the chosen reference

group for any of the dummy variable groupings in the model, such as the overtime

categories. Their technique corrects for the identification problem, known to be a

common problem when working with binary variables. Bootstrap estimates of the

standard effors and confidence intervals add rigor to the decomposition technique.

38 The 1995 U.S. Federal Glass Ceiling Commission also reported around 5 per cent female
representation in the top-leveljobs ofFortune 1000 companies (Claes 1999).
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Bootstrapping is a crucial determinant of the statistical significance of the estimates.

Using the estimated regression par¿rmeters, two estimates of the unexplained portion

of the earnings gap, or that which can not be accounted for by the observed attributes,

are calculated for comparative purposes:

(3) â, :(B: Bf )+(àt i,,¡*7 çàt -î,'' ¡

(4) þ,:(pi -pï)+(a¡-d,,)+ zl @ -e )

Equations (3) and (4) may be explained by the following decomposition:

^^^

(à , - å,,, ) --- the difference between the female and male intercept terms;

^^(Pl -PÏ ) -- the difference between the female and male coefhcients for

A 
^ 

nf ¡DI

the overtime categoúes: overtime2, overtime3 and overtime4;

These two terms make up the intercept in both equations. The gap between the

male and female intercept terms is the summation of the left-out overtÌme reference

group - 0 hours - as well as all of the chosen reference groups for the other dummy

variables. For example, the firms with 19 or fewer employees were omitted. The latter

category, plus several others, is summed up into the intercept term.

n'f ¡Dl
zr çe -e ) -- the difference between the female and male coefficients for

all other variables (industry types, productivity characteristics, etc.) multiplied by the

average female characteristics for the entire sample of respondents who work in

excess of 35 hours per week. Note that the 7 term differs slightly in equations (3)

and (a). Equation (4) measures this predicted value based on the average female

characteristics varying for each category of overtime hours, thus both the intercept
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and the slope are shifting. However, as argued by Horrace and Oaxaca (2002) both

equations adequately correct for the identification problem (p. 613).

The estimates of the residual portion in the distribution of earnings are

reported in Table 8. For illustrative and comparison pu{poses, the coeffrcient

estimates for an additional set of overtime classifications are provided: 1-7 hours, 8-

15 hours and above 15 hours. The residual estimate is the left-over differential that

can not be attributed to our chosen independent variables. In other words, women

who possess the same characteristics as men are still paid less in each category of

overtime worked. The estimates of delta (á) and pht (ø) indicate the value of the

lower pay in log points. For example, a woman who works between 1 and 10 hours of

unpaid weekly overtime can expect to earn .199 log points less than her male

counterpart, holding constant the mean characteristics of the entire female sample (i.e.

the delta estimate). If the mean female cha¡acteristics are allowed to vary for each

category of overtime hours (the intercept and slope are shifting), females can expect

to earn .207 logpoints less than males.

Table 8: Decomposition Results by Category of Unpaid Overtime Hours

0 hours
I to l0 hours
11 to 20 hours
>20 hours

0 hours
I to 7 hours

Constant

8 to 15 hours

Overtime2

>15 hours
* All standard enors are statistically significant attheg5o/o confidence level using bootstrap standard errors

Overtime3

and confidential intervals (500 repetitions). The constant is the summation of the left-out overtime category
of zero hours, plus all of the chosen reference groups for the other binary variables in the regression (firms
with fewer tha¡ 20 workers, high school education, etc). In Table 8, the coefücient estimates for two sets of
unpaid overtime hour classifications are provided for comparison purposes. The 2002 WES survey data is

Coefficient

Estimate á

Overtime4

Constant
Overtime2

used for this analysis.

-.31r

Overtime3

.199

Overtime4

Standard Errors*

-.199
-.902

-.304
.171

.045

139

.034

-.450

.084

Coefficient

Estimate þ

.351

.046

.038

-.309

.060

-.207

tt2

Standard Errors*

-.173
-.823

-.301

-.177

.047

.154

.035

-.352

.090

.357

.047

.039

.064
tt6
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The results also lend some support to the prediction that the unaccounted-for

residual may be narrowing in the numbers of hours that women work above the

standard full-time year, though there are diminishing retums. In quantitative terms,

the eamings value of the residual in log points is falling when a woman increases her

work hours, as shown by the declining negative coeffrcient in each category of

Overtime (l-- constant, 2, and 3).

Thus, Table 8 reveals that earnings discrimination in log points, while not

completely eliminated, is falling in the number of unpaid overtime hours worked by

women. An employer's distaste for female management or professionals may be less

apparent in terms of the fairness of the corresponding labour market returns.

However, convergence in the wage is the least promising for women who work in the

highest category of unpaid overtime (Overtime4). A small minority of female

respondents commits to this level of market work, and when they do, they find

themselves in a competitive rat race pay-hours allocation (Point C or D on Figure 1),

in which they work more hours for lower returns. As an alternative, utility-

maximizing women with higher opportunity costs of personal time may find

themselves better off working fewer hours of unpaid overtime each week.

An alternative explanation for women's earnings and hours is simply that they

work more hours in larger firms and, thus, they receive coÍtmensurate returns for

their efforts in larger establishments. However, as shown in Table 9, unpaid overtime

is not necessarily increasing in firm size, though there is a gap between the smallest

and largest establishments. Earnings are not necessarily increasing in firm size for
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males, and neither are they correlated with the number of people supervised for either

gender.

ABLE 9: Hours, Earnings, tr'amily Status, Age and Tenure bv Gender and Firm Size
Female (9- 1.622\

Weeklv unpaid overtime
Hours
Tenure (months)
AnnualEaminss
No. staff supervised
Age
Preschool children
School ase children
Coupled
No. of observations

Firm 0-19
2.03

40.0

Weekly unpaid overtime
Male lá -- 2.305)

115.7

Hours

$39,240

Firm 20-99

Tenure (months)

4.15

Annual Earnings
No. staff supervised

43.1

3.8s

18.1%

Age

38.9

20.1%

Preschool children

104.3

$48.789

62s%

School ase children

Firm 100-499

Coupled

262

6.73

No. of observations

Firm 0-19

40.8
19.8%

2.69

32.7%

The earlier regression coefficients also confirmed that supervisory status is not

apt to contribute to the earnings function as significantly as overtime hours. Likewise,

the presence of preschool children falls dramatically in firm size for women; however

it rises in firm size for men. This may reflect the higher mean age for women, but it

may also indicate that family friendly policies are not prevalent in larger Canadian

firms.

Table 10 reports decomposition results by firm size, also using the 2002 WES

survey data. The analysis is provided to address the possibility that discrimination

against women who work excessive hours is falling in firm size. Estimates of phi (/)

3.62

38.7

79.0%

42.1

119.5

$51.688

121.1

446

$s7,768

Firm 500+

Firm 20-99

10.29

6.63

44.3

5.69

9.4%

45.1

5.08

20.8%

39.5

35.5%

42.1

148.s

26.2%

66.4%

$s8, I 87

114.4

$89,0s4

73.2%

428

Firm 100-499

7.36

12.52

509

46.r

44.3

9.6%

18.9%

4.41

43.5%

349%

40.5

77.4o/r

79.7%

122.9

s74.373

486

769

Firm 500+

30.77
43.9

5.55

2t.t%

40.6

34.1%

147.7

83.r%

$69,1 90

557

18.52
46.9

29.8%
43.2%
79.7%

470
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are used to account for the likelihood that the mean characteristics of female workers

may be changing between overtime classifications in the different firm sizes.

TABLE 10: Decomposition Results by Categories of Unpaid overtime Hours

Overtimel

Overtime2

Usins the2002 WES Survev D

Left out reference srouo
Zero hours for all firm sizes

n

Overtime3

Firm <19 employees
Firm20-99 emolovees
Firm 100-499 emnlovees

Firm >500 emDloyees

(1)
Coeflicient
Estimates

ø

Overtime4

Firm <19 emolovees
Firm 20-99 emDloyees
Firm 100-499 emplovees

* Statistically significant at the 95%o confidence level using bootstrap standard errors and
conftdence intervals (500 repetitions). The constant is the summation of the left-out overtime
category of zero hours in all firm sizes, plus all of the chosen reference groups for the other
binary variables in the regression.
In Table 10, Columns (1) and (2) represent different classifîcations of unpaid overtime hours for
illustrative purposes.
Column (1): overtime hours are defined as: Overtimel: zero hours of unpaid overtime;
Overtime2: 1-7 hours; Overtime3: 8-15 hours; Overtime4: >15 hours
Column (2): overtime hours are defined as: Overtimel: zero hours of unpaid overtime;
Overtime2: 1-10 hours; Overtime3: 11-20 hours; Overtime4: >20 hours

There is less consistent evidence that discrimination is falling in firm size,

though females who work the Overtime2 or Overtime3 categories (1-15 hours or l-20

hours) may face overall reductions in discrimination. Column (1) in Table 10

illustrates that, for larger firms in excess of 99 workers, gender pay disparities may be

lowered relative to smaller firms irrespective of overtime category (though there are

exceptions: Overtime3 -- Firm<l9 employees and Firml00-499 employees). Though

discrimination may be falling in overtime categories, it rises sharply in all firm sizes

Firm >500 emolovees

-.290

Firm <19 employees

Standard
Errors

Firm 20-99 emolovees

iltù

Firm 100-499 emolovees

-.261

Firm >500 emnlovees

-.304
-.187

(2)
Coefïicient
Estimates

ø
.046*

-.032

.096

105*

-.272

.067*

-.353

-.299

.077*

-.078

.082

Standard
Errors*

-.248

.168

-.647

t79

.13'l*

-.39t

-.394

.134*

-.296

.049*

.164

-.049

077+

.442

. 168

106*

.374*

-.145

.062+

-.224

I 88*

.082*

-.26s

.124*

.063*

1.393

.220

1.622

190

-.183
-.222

184

.088*

.447*

.757*
.307

.252
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when females work in excess of 15 unpaid weekly overtime hours (and also when

women in larger firms work in excess of 7 hours per week). It is possible that women

face less discrimination in larger firms, even though wage disparities seem to be

rising in the number of hours that they work (Overtime4 classification). Overall,

however, there is no discernible pattern of dissipating gender discrimination that

emerges from this analysis, since the results are less clear and consistent3e.

2.9 Other Explanations for Long Hours

In concluding this discussion, a fuither explanation for why these senior

employees work so many hours is that they simply adapt to long hours over their

careers, and they develop a strong work ethic. The theory is that commitment

mechanisms explain consistently excessive hows over their tenure (Landers et al.

1997). If this were the case, we would observe that overtime hours are the same

across tenure groups and that the degree of work satisfaction increases with tenure. In

Table lla, for women there is no indication of a strong correlation between tenure

and overtime hours, as the latter fluctuates across tenure groups. There is also no

indication that the degree of work satisfaction increases substantially with tenure. For

instance, a larger percentage of individuals want to work fewer hours in the higher

tenure groups. Moteover, wages are observably increasing in tenure; however, it

caxnot be argued that the substitution effect is at work since hours are not increasing

correspondingly. Nor is there evidence of a backward bending supply curve, since

hours are not falling in higher earnings either.

3e This is particularly apparent in the figures of Column (2), whereby it is less clear that discrimination
is falling in firm size, though workers who exceed 20 hours of unpaid overtime per week fare better in
firms with greater tban 99 workers. For the most part, however, discrimination is falling in overtime
categories, though there are sharp diminishing returns when individuals in smaller firms work in
excess of20 hours.

83



Table 1la: Female
Tenure Group

lin
0-50

months

Up to 4 years

)
Preferred

Hours

5 1-100

Up to 8 vears

I same
2 fewer

Earninss and Unpaid Overtime

3 more

2002
Observations

Total

l0l-200
Uo to 17 vears

I same

366

2 fewer
3 more

58

Total

72

2002
%

496

201-300
Un to 25 vears

I same

73.8

257

2 fewer

tt.7

Total
Earninss

3 more

56

14.5

Total

)J

>300

346

45,561

>25 years

'enure Grou

57.328

I same

74.3

307

42.288

2 fewer

t6.2

46,447

3 more

Unpaid
Overtime

65

9.5

Grand Total

Total

25

397

45.149

The result is slightly different for males. Though there is no evidence

supporting the presence of substitution and income effects in the higher eamings

associated with tenure, unpaid overtime is fairly flat over a wide range of tenure

categories. There is some evidence that the degree of job satisfaction is increasing

slightly in the higher tenure categories (which suggests that males have adapted to

long hours), however, inconsistently in the category of those who prefer fewer hours

(#2). Nevertheless, in the earlier Table 3, we observe that the average tenure of those

males who want to keep the same hours (138.5 months) approximates the average

3.09

59,797

I same

I t.J

4.21

42.683

190

2 fewer

t6.4

5.82

48.679

3 more

48

6.3

3.68

Total

18

2s6

51.581

3.18

56,812

74.2

t5.32

54,556

99

18.8

4.91

53,449

l5

7.0

6.44

t3

52,932

t27
r622

2.83

64.473

78.0

3.67

41"440

l 1.8

s.82

53,561

10.2

3.2s

ss.789
49,728

t.94
3.03

s4.219

3.68

55.012

2.It

4.43

7.71

6.21

4.93
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tenure of those who want to reduce their hours (132.5 months), which is an indicator

that commitment mechanisms are not the primary explanation for excessive hours.

Tenure Group
(months)

b: Male

0-50
Uo to 4 vears

Preferred
Hours

5 l-100
Uo to 8 vears

I same

Earninss and t

2 fewer
3 more

2002
Observations

Total

l0t-200
Up to 17 years

I same

4t7

2 fewer
3 more

76
145

Total

201-300

2002
%

Overtime by Tenure Grou

638

Uo to 25 vears

I same

65.4

385

2 fewer

I 1.9

3 more

Total
Earninss

50

22.7

Total

>300

8l
516

>25 vears

63.080

I same

102-107

74.6

390

2 fewer

57,995

Unpaid
Overtime

9.7

3 more

62

65,948

15.7

Total

Grand Total

70
<,,,,

4.58

66,923

I same

134.138

5.97

74.7

279

2 fewer

Conversely, there is every indication in Tables l2a and l2b that pay is more

apt to be correlated with hours (unpaid overtime) than supervision of staff, tenure

(this is relatively similar across categories) or education. There is a significant wage

gap for both groups in each category of overtime hours: >10 and <ll hours (female

managers: 62.4%; female professionals: 81 .2o/o; male managers: 74.1% and male

professionals:65.1%o). But again, there is evidence of the incompatibility between the

3.85

56.424

r 1.9

3 more

JJ

4.53

68,429

13.4

Total

35

347

5.18

75-986

5.39

62,852

80.4

2t9

3.76

62.677

9.5

40

4.80

71.898

10.1

23

282

4.02

87.469

7.64

105.299

77.6

2305

5.44

67,816

t4.t

4.92

87280

8.3

4.53

81,881

6.18

88. r 4r

4.53

66.733

4.69

81.808

4.15

s.88
6.31

4.42
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presence of children and higher female earnings (i.e. female managers and

professionals who work in excess of 10 hours per week). Males who work overtime

in excess of 10 hours per week are less likely to have preschool children than other

males who worker 10 or fewer hours per week, as well as females.

Table 12a:
Female I

Observations
Hours
Tenure
Unnaid overtime
Annual earninss
Preschool

Overtime >10
Managers

School ase

Coupled
Staffsunervised
Educationl

71

37.9

Education2

r20.4

Education3

Overtime <11

Managers

20.6

Education4

$73.649

Education5

2.1%
15.4%

465

87.4%

40.2

26.9

125.9

Overtime >10
Professionals

5.3%

)J

22.2%

$45.971

Table 12b: MaIe
â

82.8%

18.6%

Observations

30.4o/"

4.2%

87

6s.4%

Hours

t.3%

38.8

Tenure

r0.3

119.5

Unpaid overtime

6.4Y"

Overtime <l l
Professionals

16.2

$60.832

39.9%

Annual earninps
Preschool

28.0%

Overtime >10
Manasers

10.6%

School ase

23.9%

5 -1o/"

999

Coupled

0.4%

61.2%

39.2

Staffsunervised

3.12

125.9

Educationl

258

8.7%

42.9

Education2

2.0
$49388

t9.s%

r39.2

Education3

72.0%

Overtime <l I
Manasers

13.s%

15.8

Education4

$97,870

t5.8%

39.0%

Education5

7s.8%

4.9%

t6.4%
52.6Yr

3.41

930

90.8%

3.9%

42.4

47.5%

55.3

130. I

48.9%

14.4%

Overtime >10
Professionals

3.3

12.4Yo

s72.552

32.8%
51.4%

22.s%

l -9o/r

9.2%

31.0%

104

79.2o/o

t.t%

40.2

19.6

t29.3

Overtime <11

Professionals

8.6%

s100"233

17.2

34.ïYr
35.2%

10.8%

8.4%

39.8%

l0l4

79.2%

0.6%

40.3

122.1

5.8
0.4Y"

3.1

s65,247

32.0%
59.2%

2s.3%

20.9%

34.4o/o

14.9%

75.1%
4.6

5.8%
37.1%
57.4%
8.0%
7.0%
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In this study, occupational categories in which female and male workers

typically share similar productivity attributes were examined. It investigates whether

any residual pay variations (in other words, discrimination against women) may be to

some extent a fi¡nction of differences in work hours above the full-time workweek. In

a further dimension, it was predicted that higher total earnings were positively

correlated with larger firm sizes where it is perceived that a good deal of unpaid

overtime is worked in the occupations under study. It was also proposed that a

separating equilibrium characterizes the earnings and work hours of males and

females in this stratum of the labour market, irrespective of firm size. However, when

women compete with men, they are forced into a social welfare reducing rat race of

ineffrciently excessive hours. In this competitive allocation, they may encounter

discrimination, in which women work progressively higher numbers of hours than

males for less pay.

To investigate these questions, a sample of management and professional

employees in business and finance who work at least standard full-time hours

(defined as 1820 hours per year) was examined from the Statistics Canada,

Workplace and Employee Survey (WES). Several descriptive statistics, plus the

complementary regression and decomposition methods permitted the investigation of

whether fewer cumulative hours for women results in a type of lost tenure in the

traditional male-dominated good jobs of the economy leading to a flatter overall

eamings profile despite the achievement of relatively high labour market status.

2.10 Concluding Remarks and Policy Implications
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A series of descriptive cross-tabulations revealed that fewer than 10% of

\Ã/omen work in excess of ten hours of unpaid overtime per week, thus women in

these occupational categories are not investing heavily in hours at work. A lower

female commitment to extra hours worked may be interpreted as an inferior attribute

from the employer's perspective, thus invoking lesser monetary offers. However, the

findings revealed that economic efficiency is not necessarily promoted when women

work excessive hours. The first set of regression estimates reveal that total worked

hours tend to dominate the usual productivity-related attributes, and they are more

statistically relevant. This suggests that work hours are a key indicator of the pay

contract. Further, a minority of women and men who compete find themselves in arat

race whereby women work higher hours than males for lower pay. An application of

Horrace and Oaxaca's (2001) decomposition technique substantiates the findings of a

pattern of dissipating earnings differential in the number of hours worked above the

standard full-time week. However, the distributional analysis shows that earnings

discrimination increases in these occupational categories for those females who join

the socially ineffrcient ratrace of excessive hours.

The significance of these results is that they extend the standard theoretical

and empirical framework by investigating new ways of understanding economic

incentives through a gender lens. While Canadian policy initiatives should be geared

towards the gendered context of labour market stratification, the issues extend well

beyond these distributional consequences and into the sphere of quality of life issues.

The literature search revealed that, for women, there is a lack of viable options for

leveling the playing field, although a rising trend in the flex-time option has eased the
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pressure to some degree. Other policy analysts have toyed with the "Maximum Hours

Rule", a type of legislated employment standard, which has been used for interns and

residents in U.S. hospitals (Landers et al. 1996). The idea is to shift the work culture

of senior managers and professionals in order to give qualified women a better

advantage by eliminating the disparities in women's work hours relative to men. A

secondary goal is to expand employment for lower-level assistant positions.

Conversely, how does the state formulate policy options in the for-profit private

sector, which has long been a labour market tournament of workers engaging in

individualistically-centered contractual exchange derived from competitive

behaviour? Perhaps, there are few policy responses which can speak to the

overwhelming evidence that the majority women in the good jobs of the economy do

not buy into the male model of competitive drive at all costs. The key f,rndings reveal

a continued prevalence of gender eamings dispersion in the pay structure of these

occupational categories.
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Dependent Variable: log earnings
lloearithm of w wasetl

Appendix A-2 - TABLE 4.2.1: Selected WES Variables and Definitions
VARIÀBLES DEFINITION

Age [birthda{

Productivity Cha racteristics
fWES variable in narenthesisl

Educationl [edc_l]

Education2 [edc_2; edc_3; edc_12]

Education3

[edc_4; edc_5; edc_6; edcJ1' edc_8]

Education4 [edc_9]

Education5 [edc_I0; edc_I1]

Tenure [sffiemp]

Logarithm ofearnings from all sources: bonuses,
shift work, productivity pay. etc.

Tenure Squared

Experience [yrs_exp]

Experience Squared

Respondent's current age

Trade

Immigrant limgr_yr]

Some college, including nursing; completed
college; industry certified training or certification
courses.

Visible Minority [eth_l - eth_I9]

Some universiry; teachers college; university
certificate, diploma below bachelor; BA, BSc;
university certificate above BA.

Disability [redc_wrk]

MA; MSc;MPA

Degree medicine; dentistry, etc. Doctorate

Duration of current main job expressed in months

Overtime [uover_wk]

Calculated by the author (tenure times tenure)

Years of full-time working experience

Overtimel [uover wk]

Overtime2 [uover_wk]

Calculated by the author (Experience times
Exoerience)

Overtime3 [uover_wk]

Dummy variable equal to 'f if the respondent
reported a year of immigration to Canada and '0'
otherwise

Overtime4 [uover_wk]

Dummy variable equal to 'l' if the respondent
reported a non-Caucasian racial heritage and '0'
otherwise

Coupled [marital; comn_law]

Dummy variable equal to 'l' if the respondent
reported that they have a condition or health
problem that limits the kind of activity they can
do at work or school and it is expected to last six
months or more: '0' otherwise

Preschool [dpnd_kid; kid_l-8]

Family Status

School age [dpnd_kid; kid_l-8]

Total hours paid in all jobs that exceed the full-
time standard of 1820 hours per year [35 hours
oer weekl
Unpaid overtime hours - 0 hows

Unpaid overtime hows - l-10 hours

Unpaid overtime hours - I l-20 hours

Unpaid overtime hours - greater than 20 hours

Dummy variable equal to 'f if the respondent is
married or in a common-law living arrangement
and'0'otherwise
Dummy variable equal to'f if the respondent's
child less than aee 6

Dummy variable equal to'l' if the respondent's
child is between aees 6 and 17
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Even-genderindustry [dom_ind]

VARIABLES
Industry and firm variables

Male-dominatedindustry [dom_ind]

Female-dominated industry [dom_ind]

Firm size at the location where employed: less
than 20 employees IBLMA]

Firm size at the location where employed:
20-99 employees IBLMA]

Industries with an approximately even gender
composition: real estate, rental and leasing
operations; business services; finance and
insurance : information and cultural industries

Firm size at the location where employed:
100-499 employees IBLMA]

Firm size at the location where employed:
>500 employees IBLMA]

Male-dominated industries: forestr¡r, mining, oil
and gas extraction; capital intensive tertiary
manufacturing; construction; primary product
manufacturing; transpoÍation, warehousing and
wholesale trade.

DEFINITION

Union coverage [union]

Female-dominated industries: labour intensive
tertiary manufacturing; retail trade and consumer
services; education and health services

Number of staff supervised [sup_peop]

Dummy variable equal to 'l' if the respondent's
place of work has less than 20 employees and'0'
otherwise

WES Occupational Categories
01: Senior Management: the most senior managers in the worþlace and other
senior managers whose responsibilities would normally span more than one internal
department. Examples include president of a single local company; retail store
manager; plant manager; senior partners in business services firms; production
superintendent; senior administrator in public services enterprises; vice-presidents;
assistant directors; assistant administrators.

01: Specialist Managers: managers who generally report to senior management and
are responsible for a single domain or department. This category would normally
include assistant directors or the equivalent in small worþlaces. Examples include
department managers and heads (engineering, accounting, research and development;
personnel; computing; marketing and sales, etc.); heads or managers of specific
product lines, junior partners, assistant administrators with responsibilities for a
specific domain; assistant directors in small locations (without an internal department
structure).

Dummy variable equal to 'f if the respondent's
place of work has 20 to 99 employees and '0'
otherwise
Dummy variable equal to'l' if the respondent's
place of work 100 to 499 employees and '0'
otherwise
Dummy variable equal to'l' if the respondent's
place of work has 500 to 999 employees and '0'
otherwise
Dummy variable equal to ' I ' if the respondent is
a member of a union or covered by a collective
agreement and '0' otherwise.
How many people the respondent supervises on a
dav-to-dav basis.
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02: Non-Management Professionals: employees whose duties would normally
require at least an undergrad university degree or the equivalent. Examples include
marketing and market research professionals; lawyers; engineers, economists, science
professionals, sociologists, psychologists, architects; computing professionals whose
duties require at least an undergrad degree in computer science; professional project
managers and supervisors not included in senior managers and specialist managers.
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The Private Costs for Youth Engaged in the Sex Trade:
An Empirical Examination of the Lifelong
Employmento Earnings and Health Effects

3.1 Introduction

Youth engagement in the sex trade is among the most stressful of work

situations. At a private level, individuals risk constant exposure to violence, health

threats and growing addictions. From a longer-tenn perspective, linked to this

lifestyle are threats of lifetime earnings losses in the legitimate labour market from

illness and post-traumatic stress reactions. After transitioning into mainstream

society, these individuals are the most vulnerable to poverfy and other forms of social

and economic marginalization from a lack of marketable skills that improve their

chances of gaining employment. Dropout rates in high school are substantial. The

lifelong impact of the harm to physical and mental health from pain, suffering and

lost quality of life is immeasurable.

Despite these grim realities, no Canadian research to date has attempted to

quantifu the lifelong productivity outcomes from youth engagement in the sex trade.

There have been a few recent Canadian studies that have estimated the economic

costs of child abuse (Burgess et al. 2003) including the personal costs of abuse

(Bowlus et al. 2002) and the costs of violence against women (Day 1995; Greaves et

al. 1995). However, from the private viewpoint, no research has investigated the

extent to which these individuals' economic options are reduced after exiting from

this lifestyle. In the current study, the main research question is as follows: To what

Chapter 3
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extent does the individual incur a private cost as it pertains to lifelong employment-

related productivity after rejoining mainstream society?

3.2 The Literature

A small literature in economics conceptualizes prostitution through supply

and demand dimensions within the context of market choices and the assumption of

rational economic actors. These studies illicit a great deal of controversy. Reynolds

(1986) investigates the incentives and disincentives of exchanges in the prostitution

market within four types of legal and political frameworks: laissez-faire, regulation,

control and zoning. She concludes that there is liule need for public intervention to

help prostitutes leave this lifestyle, as individuals make utility-maximizing decisions

based on the incentives and financial rewards offered to them. Likewise, in addition

to arguing that prostitutes capitalize on monopoly profits, Sieberg (2001) uses a

pimping model to overcome a Prisoner's Dilemma that emerges from the exchange of

prostitution services. The analyst argues that criminalization of prostitution intensifies

the adverse aspects of the sex trade by institutionalizing the role of the pimp and

organized crime (though legalized prostitution only assigns the extortionist role to the

state). Edlund and Kom (2002) build a model that views wives and prostitutes as

substitutes, with the latter being an inferior good within male preferences. Moreover,

the prostitute's eamings premium reflects the high opportunity cost of lower marriage

possibilities (and marriage market earnings) in future, since men are not apt to marry

women of questionable social reputability. Indeed, the prostitute's opporhrnity costs

are lowered if she migrates and she does not reveal her secret to potential marriage

partners.
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In a departure from these views, a large and primarily sociological literature

proposes that the economics of prostitution is more complex than its portrayal as just

another vocational decision. The aforementioned studies assume that the individual is

a free choosing economic actor with perfect information. Since the majority of adult

sex trade workers first engage in prostitution as adolescents (Badgley 1984; Busby et

al. 2002; McCarthy 1995; Mclntyre 2002) the issue must be understood within the

context of child exploitation. A central argument is that, in the transition from

adolescence to an age of consent, the individual is no less a victim when evaluating

his or her options, since the pre-existing vulnerabilities that brought them to this

lifestyle have not changed. Though there is an economic exchange, prostitution

services are not typically produced and sold by willing parties who maximize an

expected utility function (Miller 1988). Analysts propose that many sex trade workers

would prefer to leave this lifestyle, in particular, if viable alternatives are available

(Farley and Barkan 1998; Kingsley and Mark 2000; Tutty and Nixon 2003).

Aside from assuming away the coercive context of the sale of sex, the

aforementioned economic studies -- Edlund and Korn 2002; Reynolds 1986; Sieberg

2001 -- depict that prostitutes are well compensated in comparison to women in the

legitimate labour market. In contrast to this view, other analysts debate whether the

financial gain is a misconception (Gorkoff and Runner 2003), since most individuals

retain only a small portion of their earnings. The prostitute gets considerably less than

minimum wage after feeding a drug addiction and a pimp or drug dealer guised as a

boyfriend generally extorts any residual earnings (McKeganey and Barnard 1996;

RESOLVE and CS/RESORS Consulting, Ltd. 2004). Hence, earnings from
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prostitution hardly constitute invested funds for the future and the opportunity costs

are high.

In support of this stance, there is an empirical literature, which examines the

harmful health effects from risk-taking behaviors in stressful jobs (Cumie and

Madrian 1999). The long-term health threat from sex trade activities and the violence

associated with it is the high probability of developing post-traumatic stress disorders

(Farley and Barkan 1998; Nixon and Tuffy 2003) and contracting sexually transmitted

infections (STIs), such as HIV/AIDS (Jackson and Highcrest 1996; Poulin et al.

2002) and, in particular, the hepatitis viruses (Downe 2003). In a recent British

Columbia study, Benoit and Millar (2001) found that 54.2% of respondents

contracted a sexually transmitted infection while in the sex trade and 57.8o/o of these

individuals had multiple incidents of infection (p.75). Approximately one-third had

contracted the Hepatitis C virus and 3.lYo of women were HIV positive. The long-

term psychological efflects are evident in the endless amount of personal time engaged

in counseling and the treatment of addictions needed to cope with everyday stress

(Farley and Barkan 1998).

After transitioning into mainstream society, the individual's private cost is a

reduction of income-earning activities and employment-related productivity from

chronic illnesses for the duration of her work life. Much research links the deleterious

effects of substance abuse and other mental health problems to lower labour market

participation and detrimental wage outcomes (Ettner 1997;Ettner et al. 1997; Farahati

et al. 2002; Kessler and Frank 1997; Mullahy and Sindelar 1995, 1993). In the

economics literature, human capital investment theory is often used to explain the
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substantive wage effects of such negative shocks to health (Currie and Madrian

r99e).

The next section begins with a brief overview of the literature on which

factors bring the youth into prostitution. Sociologists have mostly taken up this issue,

but a substantial economics literature deliberates the adverse outcomes from the

scarring efÊects attributed to a youth's early detachments from the legitimate labour

market, thus provoking important reasons why the study of youth prostitution is

relevant to the economics literature.

3.3 Reasons Why a Youth May Enter the Sex Trade and
The Consequent Effects in the Legitimate Labour Market

To begin with, a significant literature explores the risk factors that bring about

youth entry into the sex trade and the consequences from involvement in this lifestyle

from a variety of perspectives. Though the writings diverge in the degree of emphasis

on these factors and on the extent to which they may overlap, a range of published

reports identifu a close correlation between conditions of vulnerability that may serve

to lure youth into the sex trade (Benoit and Millar 200I; Bittle 2002; Kingsley and

Mark 2000; Shaver 1996; Tutfy and Nixon 2003). These include:

o a young age and female;

o premature departure from the family home or other care affangements;

o peer influences, including substance misuse;

o a history of various forms of child abuse;

o a low level of formal education;

o poor job prospects and a difficult financial situation;

few community supports, thus little reasonable expectation of better alternatives;
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o an Aboriginal heritage and family poverty.

Though there are significant disparities in the findings of the various inquiries,

the 1984 Badgley Committee Report established that 96%o of prostitutes begin

working in the sex trade before the age of 18. Contributing to the initial entry into

prostitution may be a history of childhood abuse. In Winnipeg, many youth are

nrnaways (68%), often escaping family problems or simply homeless (35%) because

of inadequate care arrangements, and so the consequent economic necessity drives

them into the sex trade (Social Planning Council of Winnipeg 2002: 14). Access to

social assistance is limited because they are underagea0. Moreover, the literature

reports an intense mistrust of the traditional foster care model, making it a nonviable

option for many vulnerable youth (Kingsley and Mark 2000: 20). Their prospects for

employment are poor and work in the formal labour market, if it can be obtained at

all, relegates them to minimum wage jobs. The current Manitoba rate of $7.00 per

hour (Government of Manitoba2004) yields an annual income of less than $14,000,

an amount considered to be hardly enough for survival.

Hence, the initial decision to enter the sex trade is often a choice made out of

a struggle for economic survival. The youth will exchange sex for money in order to

get food and cigarettes, a place to stay, or illicit drugs and alcohol. More often than

not, members of their social network, who are already engaging in prostitution, will

recruit the youth into the work. Sometimes, boyfriends, pimps or gangs profit from

exploiting young women by also coercing them into prostitution (Busby et aL.2002;

Kingsley and Mark 2000: 35-36; Túry and Nixon 2003). Although some youth

oo Access to social assistance funding is available to some youth ages 16-18 (Canadian Housing 2002:
10s).
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engage in drug use before entry into sex work, the conditions of their lives as sex

trade workers exacerbate the substance abuse problem, as it becomes a coping

strategy (Busby et aL.2002). Educational and training or vocational opportunities are

further limited as the personal circumstances of the youth make it difficult or

impossible to have a suffrciently stable life to participate in these activities.

Indeed childhood poverty is a risk factor, however, youth of Aboriginal

descent are over-represented in the groups of people who experience exploitation in

the sex trade. They make up 90%o of the youth sex trade in Manitoba (Social Planning

Council 2002). On the streets and as targets of racism, being young and Aboriginal

places them at high risk for violence (Cler-Cunningham and Christensen 2001;

Kingsley and Mark 2000; Social Planning Council 2002). Though prostitutes are

primarily of the female biological gender (around 80yo), there is a sparse research on

transgender sex trade workers, thus knowledge about the experiences of this group is

virtually non-existent (Weitzer 2000).

In sum, the literature established that there are consistencies such drug use,

running high risks of violence, poor selÊcare and contracting a range of diseases. In

trying to exit and stay out, the sex trade worker's challenge is that she has dropped

out of school prematurely. The intangible aspects of prostitution are lower self-esteem

and, over time, there is a risk that the individual will become apathetic about looking

for alternatives. Outweighing a potentially small earnings premium from prostitution

is the elevated risk that the individual will not engage in the mainstream labour

market in future4l.

ar The complete study documented that the prostitute has a gross earnings premium while engaged in
the sex trade compared to similar Canadian women in the formal labour market. However, the hourly
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However, even if the youth does eventually enter the legitimate labour market,

she is apt to be penalized with a lifelong wage and employment disadvantage

attributed to the earlier detachment from the workforce. Although the years of

engagement in the sex trade are not formally defined as "youth unemployment", the

analysis of this study is linked to a substantial empirical literature on the wage

scarring effects ûom shocks to a youth's labour market attachments (Arulampalam

2001; Burgess et al. 1999; Dolton and O'Neill 1996; Gregg and Tominey 2004;

Gregg 200I; see Machin and Manning 1999 for a detailed discussion of the

literature).

For instance, using the National Child Development Longitudinal Survey

(UK), Gregg (2001) explored the long-term relationship between youth

unemployment and later joblessness. Those individuals who experienced long spells

of unemployment in excess of a year by age 23 had a higher probability of

joblessness later on between ages 28 to 33, for instance, I9%o of the time or nearly

another year (p. 640). These findings were more strongly correlated for men, mostly

because the period of analysis covered women's prime reproductive years when they

were less likely to be legitimately unemployed. Nevertheless, the worsening of

employment prospects was not primarily explained by family background

characteristics (for example: an Aboriginal heritage in the current study)42. Knights et

rate is not based on a 4O-hour standard workweek. Sex trade workers, in particular those who are
street-based, habitually work long days that often exceed 12 hours, and much time is spent waiting
around for customers to make an offer. Thus, the net hourly wage is often much less than minimum
wage. Moreover, after deducting the costs of illicit drugs and alcohol, as well as payments to pimps,
escort agency o\'vners and other related costs, she retains net surplus funds of approximately l0%
(RESOLVE and CS/RESORS Consulting, Ltd. 2004).
o' The debate in the literature is directeã at whether individual heterogeneity is primarily responsible
for the unemployment, or conversely, the scarring effects from past employment status (Knights et al.
2002;Magnac 2000). The scarring effects are also referred to as state dependence in the literature.
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al. (2002) included women in their study, and they also found that past job

attachments are a strong predictor of current outcomes in the labour market (p.293).

In an updated study of the same longitudinal data, Gregg (200Ð utilized an

instrumental variables method to assess the effects of a spell of youth unemployment

on earnings twenty years later. The analyst controlled for key childhood factors, such

as behavioral problems or family poverty (i.e. factors that cause individual

heterogeneity), since the survey captwed such detailed data. His findings revealed

that a six-month bout of unemployment before age 23 results in an 8%o wage drop at

age 42. Multiple spells of joblessness caused an enduring I2%-I5% wage scar over

the 2O-year period. This is not inconsistent with Arulampalam's (2001) findings of a

5.7%o wage penalty after one spell of joblessness, and three years later - 13 .5% lower

eamings, though the study examined men only.

Thus, the former youth prostitute wanting to change her life faces

considerable odds and few chances for social and economic mobility from sizeable

negative shocks to both, health and work capacity. The focus of the following

sections is on using the knowledge established in these various literatures to develop

a methodology to illustrate the lifetime productivity outcomes that are the direct result

of these issues.

3.4 Description of the Data Collection:
The Participants and How They Were Chosen

Data collection involved personal interviews with individuals who, in past

years, had been involved in the sex trade, and they had transitioned into mainstream
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society for at least one year43 . Around 40o/o of participants were contacted through the

Transition, Education and Resources for Females (TERF) program at the New

Directions for Children, Youth, Adults and Families agency in Winnipeg. This life-

skills program assists individuals who want to exit the sex trade. The former TERF

clients signed a consent form giving permission for a review of their file at New

Directions, which served as a crosschecking technique on demogtaphics and reported

events (e.g. transgender status; date of exit from prostitution; access to social

assistance, etc.). Other participants heard about the study at a variety of service

provider agencies in the community. All participants had to be over age lïaa.

The main instrument for data collection was a twenty-question survey that

gathered demographic information and the respondent's income from legitimate

sources, education, training, and work history data over the past six years, as well as

the role of chronic health issues in their reintegration into the mainstream labour

marketas. Information was accumulated on their first work experiences in paid jobs

o3 Approximately four years was the average length of time that the participants were out of the sex
trade. In the development stages of the study, the expectation was that the sample would be skewed
towards those who had recently exited, since there was a good chance that these potential participants
were still in contact with the TERF program staff and other service provider agencies that assisted in
recruiting individuals. The one-year mark provided some evidence of the participants' plans with
respect to training, education and participation in the mainstream labour market.* For the purposes of the current study, the terms "youth" and "women" are used interchangeably. An
individual is considered a youth up to age 24, accordtngto the United Nations definition (Kingsley and
Mark 2000). The majority of respondents began working in the sex trade as adolescents, however, their
e_ngagement in this lifestyle continued well into their adult years.
a5 The participants were asked if they have reduced their lãbour supply in the legitimate labour market
due to any health conditions that are related to their prior sex trade activities. See Currie and Madrian
(1999) for a discussion of potential measurement errors from self-reported methods, for example, the
over-reporting of poor health in order to justifo non-participation. Although the analysts argue that the
method of health measurement matters very much to the results, most of the research analyzes the
economic incentives of elderly white men, for example, their self-reports of health in securing early
retirement or disability benefits. A lack of analysis of females is a major shortcoming of the existing
literature. The exception is Ettner (1997) who argues that women are less likely to feel pressure from
the social stigma of non-participation in the labour force. Thus, they are not apt to over-report poor
health status as a justification for not working in a paid job. Kreider (1996) also found that men were
more apt to over-report disabilities than women (cited in currie and Madrian 1999).
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during the adolescent years, as well as the extent of illicit drug and alcohol use prior

to engaging in the sex trade. Sixty-two respondents agreed to participate in this

survey, which represents approximately l0%o-I5o/o of the visible sex trade (primarily

youth) in Winnipeg. The questionnaire and reviews of the participants' files at TERF

received approval from the Joint-Faculty Research Ethics Board at the University of

Manitoba. Since the literature review established that the local sex trade has

disproportional representation by individuals of Aboriginal descent, the expectation

was a high response rate from this demographic group. As predicted,90.3%o of the

respondents are of Aboriginal heritage. The majority of the participants had

experienced disruption in their families of origin, and they faced many of the

conditions of vulnerability described earlier.

When grappling with the issue of whether or not to include males in the study,

it was decided to keep the analysis within certain natrow parameters. While young

males represent 10-25% of the visible sex trade (Davis 1995; Fraser 1985; Shaver

1996) and this study ought to speak to their experiences, the inclusion of males would

most certainly skew the earnings analysis, since the labour market is structured in a

gendered way. After transitioning into mainstream society, statistically-speaking, the

males who enter the labour market will gain a 30%-40% earnings advantage over

women, probably through occupational segregation (Phillips and Phillips 2000).

Transgender persons are included only if female identified. While recognizing that

not all transgenders fall into strict categories of man or woman, given the narrow

parameters of this study, their gender had to be female and not necessarily their sex.

Approximately 20 percent of the sample was transgender persons though not
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necessarily visibly soo6. Presumably, these individuals will enter the labour market as

women and face the same earnings disadvantages as other women. Thus, the entire

sample (n:62) is female. Table 1 lists an overview of the demographics of the

sample.

TABLE 1: The Participants' Characteristics and
History of Involvement in the Sex Trade h:621
Aboriginal
Transgender
History of Involvement in the Sex Trade
Age of entrv into the sex trade
Number of years involved
Number of years since transitioning into mainstream
sociefy

Weitzer (2000, 1999) argues that most of the research in the area of

prostitution relies on "convenience samples". These are non-random and non-

representative samples of the population of sex trade workers, since they are apt to be

composed of individuals who have contact with community services agencies. The

most victimized or the poorest individuals may selÊselect into the study causing a

sample bias. However, it is well documented in the literaûre that the world of

prostitution is not very accessible to outside researchers, thus making random

sampling virtually impossible. There are many barriers including ethical

considerations that limit the extent to which researchers can draw on this population.

Indeed, large samples are also rare (i.e. those exceeding 200 respondents). Similar

barriers to access were encountered in gathering data for the current study. Recall

3.5 Methodological Limitations

Averages

16.2

o/

10. I

90.3
19.4

3.8

ou This means that it is not necessarily visibly apparent to the layperson that the individual is a
transgender person. As with the social environment, however, these individuals may be confronted
with discriminatory behavior in the worþlace, which is not encountered by other sex trade workers of
the female biological gender. Additional analysis of the issue is beyond the scope of the current study.
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may also be a significant issue, though the participants' TERI files provided

supporting documentation on many reported events. For these reasons, the findings

and conclusions of this study are qualified in terms of representing the wide array of

experiences within the population of sex trade workers in Winnipeg. The conclusions

drawn may not be generalizable to reflect the economic reality of all prostitutes in the

region.

There are further methodological limitations in the current study. For instance,

how do we validate a claim that there is something intrinsic about the experience of

engaging in prostitution that makes the individual prone to negative future health,

educational and employment outcomes? The participants may have insuffrcient

education to enhance their employability, but perhaps due to an Aboriginal heritage

their education would have been no different had they not engaged in the sex trade.

They struggled with addictions as prostitutes, but is this the cause or the consequence

of sex trade activities or are both drugs and prostitution the signs of personal traits or

family background? Since the route of causation is a significant issue, we must

address certain questions relating to their pre-market experiences. For instance, do

adverse events (sex trade involvement) predict the current low wages and non-

participation, or did the disadvantaged family of origin and abuse issues cause the

harmful events and consequently the low wages.

To help answer these questions, the next section reports findings that pertain

to the issues of the respondents' attachments to schooling and labour market

participation in early adolescence, the role of drug addictions preceding the initial

entry into prostitution and their current health status.
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One unique aspect of this study involved examining the respondents' work

experiences and job aspirations before and after their involvement in the sex trade. A

key finding is that, in spite of distressful childhood circumstances, prior to

involvement in the sex tade, these individuals had plenty of pre-market aspirations

about their future working lives. The majority, as adolescents, had a variety of paid

work experiences in the formal labour market. For most, there were few indications

that it was so excessive as to interfere with their schoolingaT. However, after

transitioning into mainstream society, some respondents gave accounts of

substantially downscaled aspirationsas. This section discusses the reasons for the

lower expectations, which were identified by the women to be highly correlated with

the health issues, addictions and the violence that they had sustained over the years of

involvement in the sex trade.

Approximately 693% of the respondents, as youth, had at least one paid part-

time job during the school year or they had received work experience at a summer job

before becoming involved in the sex trade. This figure is 77.4Vo when babysiuing

jobs are included. Typically, babysitting or paper carrier was the youth's first work

experience. Subsequent jobs included a vaiety of tasks in restaurants, customer

3.6 The Demographics: Before Entry into the Sex Trade

ot There is a literature on the negative correlation between a youth's work hours and school
performance (Eckstein and Wolpin 1999,1998; Huang etal.200l; Mannell andZuzanek2002).
*o A downscaled career goal occurs, for example, when a respondent who had previously aspired be a
nurse and wished to acquire a university education to obtain this occupation, was now willing to settle
for a job as a nurse's aid. lndeed, the latter is an equally important job but the pay is considerably
lower.
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service and cashier, telemarketing, gas station attendant, a job at an amusement park,

landscapin5, yffid work, maintenance, and many other typical adolescent jobs.

At the risk of over-generalizing, these findings provide some evidence that the

majority, as adolescents, were initiated into the formal labour market possibly in

anticipation of the future, which is that they would fully integrate into the workforce

as adults. The labour force participation rate, prior to sex trade involvement, is higher

than recent estimates of other Canadian adolescents. However, the estimate of 69.3%o

for the current study's sample does not represent a snapshot of youth employment at

one particular point in time. One Ontario study found that 50.1o/o of high school

students and 37.Io/o of youth in Grades 7 or 8 held part-time jobs (Mannell and

Zuzanek 200T). Similarly, Statistics Canada's (2004) publication: "Latest Release

from the Labour Force Survey" (July 9 2004) reported that, in June 2004, 42.1%o of

youth students ages 15-19 worked at jobs in the labour market. Since the majority of

the informants of the curent study most likely resided in poorer communities

throughout their youth, they would not have had access to an available supply of

family funds for extra spending money. Some youth may have also worked at a job in

order to contribute to family finances. Nevertheless, there appeared to be a strong

work ethic among the women during their early adolescent years prior to the full

engagement in the sex trade.

The respondents were also asked to think back to any "dream jobs for the

future" that they may have aspired to when younger (around age 1l-12 or before

entry into the sex trade). Duing their youth,85.5yo of respondents had aspired to

work at the following jobs: writer, journalist; professions, such as teacher, nurse and
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lawyer; psychologist; social worker; counselor; landscaper; manage a clothing store;

mechanic; child care worker; work with the elderly or physically challenged; costume

designer; artist; cartoonist; graphic artist; flight attendant; pilot; police officer;

financial administrator; radio announcer; broadcasting career; banker; secretary; and

musician. The majority of respondents (88.5%) could articulate the education

requirements needed to accomplish these goals, for example, a Bachelor of Social

Work, Bachelor of Education, and a business administration or graphics arts course at

a community college. This is further evidence that the youth had given some thought

to their future employment goals.

On the issue of drugs, just over two-thirds (67.7%) had either not used drugs

or alcohol before the initial entry (14.5%o) orthey had been casual users and self-

identified as not being addicted in any significant way (53.2%o)ae. Approximately one-

third of the adolescents had struggled with alcohol or drug misuse prior to their

involvement in the sex tradesO. However, once engaged in prostitution, the majority of

the youth switched from alcohol and marijuana to more addictive substances, such as

smoking crack or rock cocaine, crystal meth (methamphetamine) and injecting heroin

or cocaine. Several respondents commented that the lifestyle perpetuated the

increased use of substances, since the work is extremely stressful, and drugs became a

coping mechanism. Only 4.8Yo of the participants reported that the use of addictive

substances did not progtess to a serious addiction. Moreover, though entry into

prostitution often involves a process that occurs over a period, for at least 61 .3o/o of

on It is also not unknown for around half of Canadian female youth (age 15) to engage in alcohol or
illicit drug use. According to the Statistics Canada: 1998 Cansim Database, Series 1100001-3 -- 58%
drink liquor, 55%o have been really drunk at least once and 4l% have used Hashish or Marijuana.
'o Mullahy and Sindelar (1995) have found that early onset alcoholism has an indirect effect on human
capital investments, selection into the labour force, and thus lifetime earnings.
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the respondents, school dropout was intimately linked with the peer influences of

their social network and their progressive engagement in the sex trade, including the

use of drugssl.

During their transition into the mainstrearn, 38.7% of these women had

downscaled their future work goals or they had no specific goals at all;45.2%ohad

maintained the same career goals; arñ 16.10/o of respondents had upgraded their

aspirations for future employment. Though adolescent aspirations are potentially

overly ambitious, a more important finding is related to the achievement of post-

transition goals when the women had already reached adulthood. For instance, when

the participants were asked if they had achieved their post- sex trade employment and

education goals, the responses included:

they had not set any particular goals after exiting the sex trade;

equivalency diploma, after which the individual was currently seeking work);

The reasons for not having fully achieved employment goals were cited by

respondents as follows (there is some overlap of categories):

achieved employment goals Øa.6%); some individuals said that they wanted to

proceed slowly and needed to work on self first and personal issues;

3.7 The Demographics: After Exiting the Sex Trade

{t -" For some participants, this information was confirmed in their TERF files, as well as the influences
of learning diffrculties in school.
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to heal first with respect to unresolved childhood abuse issues;

some women expressed a need to concentrate on their parenting skills or gaining

access to their children who were placed in other formal care arrangements;

low self-esteem, which led to a lack of self-confîdence to apply for a job;

a lack of available funds to pursue an education;

a few individuals did not feel motivated to pursue their goals at the present time;

younger participants said that they were stillyoung enough and had plenty of time to

get an education and ajob.

Hence, the interviews produced evidence that, irrespective of prior family

dysfunction or poverty, the respondents had plenty of work aspirations combined with

employment experiences and many remained connected to their schooling in the

earlier part of their engagement in prostitution. After a period in the sex trade, the

individual's aspirations are lowered, and they have a substantial build-up of periods

of detachment from the labour market. They have lost signif,rcant opportunities to

gain income-earning productivity attributes.

On the question of the former prostitutes' current health conditions, pre-

market risk factors in the family history did not appear to play a role in the illnesses

afflicted on the participants, which currently prevent attachments to the labour

market, such as HIV/AIDS and the Hepatitis C virus. Since the informants gave

accounts of contracting such illnesses while engaging in the sex trade, it is assumed

that these youth began their lives with reasonable endowments of good health.
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However, due to the sex trade activities and the lifestyle associated with it -
intravenous drugs, violence and poor health habits - they currently bear the private

costs of rapidly depreciating health by substituting away from labour force

participation, as well as lower wages relative to the average for women in the

populations2. Specific health effects and their influences on earnings are discussed

more fully in later sections.

In the empirical sections of this study, the issue of whether a lesser role should

be given to family heritage is addressed further. By conducting analysis using the

Survey of Labour and Income Dynamics (SLID), it will be illustrated that in addition

to the many employment-related challenges, the participants' wages also differ from a

sample of other Aboriginal women in Canadian societys3, mostly attributed to lower

eamings-enhancing attributes from the events of her youth. In Section 3.10, various

regressions are estimated using the Stata econometric software package. A unique

aspect of this study is that the regression analysis is based on panel data for both

s2 Some of the empirical work treats health as endogenous - for instance, health affects wage levels
and vice versa (Currie and Madrian 1999).t' Since the majority of the participants were of Aboriginal descent, their characteristics are compared
to other Aboriginal women found in the Survey of Labou¡ and Income Dynamics (SLID). The SLID
sample comprises 180 female Aboriginal respondents from the Manitoba and Saskatchewan region
only, since average wages in these provinces are relatively consistent. It is assumed that the
representative sample of Canadian Aboriginal women in SLID have not been involved in prostitution.
Though there are problems with making comparisons between the two groups of women, in theory,
their characteristics and labour market attributes should be similar enough to make some qualified
causal inferences about the effects ofsex trade involvement on productivity attributes and earnings. A
small number of respondents were not of Aboriginal heritage though one is a visible minority.
However, these participants' labour market characteristics and attributes are not at all dissimilar from
the Aboriginal sample. Therefore, for the purposes of the decomposition analysis that follows, they are
pooled with the Aboriginal sample. This is expected to understate the productivity losses, since four
respondents should probably be compared to other Caucasian women in SLID. However, this group is
too small a sample for the regression and decomposition analysis that follows. Since the Survey of
Labour and Income Dynamics public use files do not identify the Aboriginal observations, approval
was sought to use the internal files at the Statistics Canada, Winnipeg Research Data Centre in order to
conduct the labour market analysis.
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groups of womenso. Th" standard Mincerian productivity variables that have been

verified in the economics literature will be estimated. Family variables, such as

coupled status and presence of children are also included, in addition to public sector

and the union variable. The technical aspects of the econometric work on the cross-

sectional time series data are presented in the next section.

Comparisons of Labour Market Demographics with Aboriginal Respondents

TABLE 2: Participants' Characteristics
Current age in vears
Years ofelementary and/or hieh school
Graduated from hieh school or GED

in the

Received vocational or specific trainins
Received some universitv or a desree
Family Status:

- single, separated, divorced
no children in household

- married or common-in-law
no children in household
children present in household

- lone-parent

of Labour and Income Dynamics (SLID

Working years received income assistance (over
aee l7\
Years received income assistance in the past
6 years

*N/A: not available

Averaøes
30.1

8.7

o/n

ta For several women, the earnings history in the panel covered the period after the exit from the sex
trade. However, in a few cases, if a respondent was currently participating in the TERF program or if
they were in the transition period, their recent work history generally provided a good basis for future
eamings estimation. The only exception is if the individual was engaging in specific training or a
university program, in which case, past employment would underestimate future earnings. Such
participants were rare. A transitioning program, in and of itself, will not enhance earnings relative to
the participants'past jobs in the mainstream labour market, as it is not a job-training program. It is a
life-skills program. Likewise, a grade 12 or equivalency diploma (GED) does not ameliorate earnings
by itself though it may improve employability in a low-paying job. This is the justification for using
the participants' past work experiences as a comparative basis for the regression analysis.
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2s.8
25.8

35.5

6.5

I 1.0

62_9

14.s
J.Z
19.4

o/o

57.2
10.6

31.1

6s.7

6s.3

33.9

13.9
29.4
22.8

*N/A
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TABLE 3: Labour Force Characteristics
Respondents with a long-term chronic
illness
Respondents with work limitations* * x

(excluding individuals with a long-term
chronic illness)
Respondents with work limitations or a
Ions-term chronic illness
Respondents reporting excellent, very good
and good health
Average number of days per month missed
at the place of emolovment*
Resoondents that are currentlv emnloved
Employed in the public or not-for-profit
sector*

Interview
Respondents

n:62

Pension Plan orovided bv the emnlover*
Medical Insurance provided by the
employer*

Averages

Unionized,/covered by a collective
agreement*
Job tenure at place of employment (in
months
Average hourly wages for employed
individuals (2003 dollars)
The figures reported in Tables 2 and 3 are based on the last year of.the 6-year panel data,
with the exception of the income assistance variable or when otherwise noted. Hourly wages
are an average over the panel (converted into 2003 dollars). Working years on income
assistance is calculated as the number ofyears that the respondent accessed assistance since
age 18 for at least part of the year divided by 'age minus l8 years'.
* Based on the participant's current or last job held (not necessarily in the last year of the
panel).
*x Statistic Canada would not release these figures to be listed separately; therefore, the
chronic illness and work limitations variables are combined in the third row of Table 3. The
majorify of these respondents have a long-term chronic condition.
*** A work limitation may occur if the respondent has a sex trade related health issue, which
in her estimation, is preventing full participation in the labour market for a temporary period
only.

Tables 2 and 3 list the descriptive statistics for some of the key labour market

variables. For most youth, this work is a temporary life experience, but the data

clearly show that it results in a permanent impact on lifetime productivity. For

oh

)*

SLID
Respondents

n:l80

22.s

Averases

34.0

2.4

56.5

o/"

**Not
released

67.7

**Not

released

27.4

Not
available

31.5
23.2

20.5

10.6

33.9

87.5

$8.77

12.5

75.0

33.6
s0.0

52.7

48.5

sl1.77

31.4
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instance, the exited sex trade worker has a much lower probability of receiving a high

school diploma, and overall she has 2.3 fewer years of formal schoolingss. Given the

research question stated earlier, in Section 3.12, a random effects model estimates the

lifelong productivity effects from having engaged in prostitution. [n Section 3.13, the

Oaxaca decomposition calculates the wage differential between the SLID respondents

and the women in the current study. Concluding remarks are offered in Section 3.14.

3.8 The Empirical Model

The wage returns to the participants for their acquired personal traits are

estimated with two separate regression equations for the current study's sample of sex

trade workers and the Aboriginal women in the Survey of Labour and Income

Dynamics (SLID)56. Following Wooldridge (2002)57, the equations are specified in

semi-logarithmic form, both non-linear in experience and tenure, expressed as

follows:

The dependent variable w¡, is the natural logarithm of wages of the ith

individual at time period /. The independent variables x,., consist of K time-varying

regressors or explanatory variables listed into two groups: (l) a vector of individual

(1) w,,:u* *,,þt v¡ t En

tt In a British Columbia study of sex workers, Benoit and Millar (2001) found that 37.7% of exited
respondents had completed grade 12 (Aboriginal respondents, 33yo) (p. I 9).
56 For the sample of sex trade workers, the last six years of labour market activities (1998-2003) are
used and wages are adjusted to 2001 constant dollars in order to maintain consistency vyith the SLID
survey. Though using the years 1998-2003 may pose a weakness in the methodology in terms of
comparing the same periods (i.e. 1996-2001), doing so would have resulted in the loss of too many
units of analysis from lack of labour force participation during the years 1996-1997. Some participants
were exclusively involved in the sex trade during this period. For several individuals, a substantial
amount of labour force participation was observed during the years 2002 nd 2003, following the
transition into mainstream society. Any adverse effects of this methodological divergence for the
purposes of regression analysis are expected to be minor. Both panels are unbalanced, such that
complete data on all chosen variables is missing and this causes different group sizes across units.
'' The Stata Release 8 -- Cross-Sectional and Time Series manual was also used as a resource to
develop this section.
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productivity or human capital characteristics controlling for level of schooling,

experience, training, job tenure; plus health and family status; (2) dummy variables to

classifo specific job characteristics, such as union status and public sector

employment. þ is a vector of estimated coefficients and a is the intercept term.

v,; the person-specific residual or random disturbance is constant over time, though

it varies across individuals; for sex trade workers vi may be the individual

heterogeneity related to ability, past abuse, person-specific family background,

reduced coping mechanisms resulting from post-traumatic stress disorders, social

skills, health problems and institutional factors, such as the availability of community

support services;

e,, : the overall error term with a mean of zero, and also assumed to be not correlated

with itself or the explanatory variables (strict exogeneity of the explanatory variables

is assumed);

v, t t u are also not correlated. Consider the following modification of (1):

such that, ,, : >,,'Á,, I : >,*Á,, ", 
: >,,"Á,rEquarion (2) is simpty

(2) \:u+l þ+v,+e,

a transformation of the data into person-specific averages. Equation (2) is the between

estimator. Equation (1) minus (2) gives us differencing equation (3) on which OLS

estimation is performed, and it yields the fixed effects estimator by eliminat ingv,.

(3) (wr -*,): (r,, -l ) F + (s,, -4)
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The random effects estimator is constructed from a matrix-weighted average

of the coefficients derived from equations (2) and (3) above, the between and within

estimators, which is equivalent to the following equation (4):

(4) (w,, -0w,):(1 -0)u+ (*,, -01)B+ {(l -0) v, +1e,, -0q)

0: I

Two types of information emerge from cross-sectional time series analysis.

First, we are interested in knowing the wage changes "between" the respondents for a

one-unit difference in an explanatory variable (the x's). Second, for a given individual

or within the cross-section unit, we want to know the change in the dependent

variable (w) for a one-unit change in an explanatory variable (x) over time (i.e. the

effect on v/ when x changes within person). The latter is called Fixed Eflects

estimation, which is a "within regression estimator". The former is Random Effects

estimation, which is a GLS estimator. These two regression models applied to panel

datapredicted the respondents' earnings for each cross section observation.

3.9 Discussion of the Fixed Effects Estimator

One very frequent problem in econometric analysis is that of an omitted-

variable bias. For example, factors such as ability, coping skills and low self-esteem

are diffrcult-to-measure unobservables that are not generally captured in Statistics

Canada's labour market surveys. This means that, in the current study, the presence of

these standard sociological or psychological constraints can not be added to the

" Suppose the variance estimator o:: O, which implies that y,: 0, then 0 : 0 (always), and pooled

OLS can be used to estimate equation çl¡.lt oj:0, this implies that sit:O and 0: 1 and -R2=1, thus

the fixed effects estimator explains 100% of the variation in wages.
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regression equation so that comparisons can be made with Aboriginal women in the

Survey of Labour and Income Dynamics.

However, a bias in the coefficients (/ s) may be created by these unobserved

personal traits or sample heterogeneity (which are assumed to be constant over

timese) if they are correlated with the observed explanatory variables (x's). A fixed

effects model applied to panel data,that is, the same cross-section unit over a period,

is one way to solve the omitted variable issue by using a method (equation 3 above)

to difference out the bias. This does away with the source of bias (the unobserved

fixed effect) in the data caused by the unmeasured characteristics, such as time-

specific fixed factors, and thus making the estimates consistent. Since the sample of

sex trade workers is sufficiently heterogeneous, controlling for these individual fixed

effects can correct the problem by removing the inconsistency in the estimates. The

model essentially provides OLS estimates of the returns to the standard productivity-

enhancing explanatory variables (examples: experience, job tenure, education), which

are colrected for any individual heterogeneity that is a source of bias in the

coeffrcients.

To illustrate, consider the example of past abuse. Past abuse is potentially a

negative determinant of the wage, but it is difficult to measure and customarily

excluded from wage regressions. Similarly, past abuse may also be negatively related

to the productivity returns for the full-time work experience that an individual

acquires in the labour market. The individual may lack self-confidence or

'n A key assumption is that the unobservables do not vary over time. For example, if factors resulting
in low self-esteem are omitted, such as past abuse, the fixed effects estimates will be unbiased as long
as these factors affecting self-esteem are constant over time. Past abuse is a constant factor. Moreover,
changes in self-esteem involve a very long process over several years; therefore, this assumption is not
at all unrealistic. Thus, the fixed effects estimator manages the omitted variables problem adequately.
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interpersonal skills, which leads to discontinuities in work experience and lower net

returns. This choice or "self-selection" is correlated with past abuse. The OLS

estimator will not capture how much of the change in w (wages) is related to the

increase in x (experience) and how much is in fact attributed to unobserved effects

such as past abuse. It will incorrectly assign a portion of the influence of the

unobserved effects to the experience coefficient6O, âs well as several of the other

regressors in the equation.

3.10 The Regression Results

The regression estimates and t-scores are reported in Table 4. The overall fit

of the equations is good with a high R-square for the sex trade group of respondents.

All estimates have the predicted signs and order of magnitude. The coefficients of the

explanatory variables are interpreted as the percentage change in earnings for a one-

unit change in the regressor.

The following variables are relevant to the earnings function:

Human capital: The earnings function is enhanced if the sex trade worker acquires

some vocational schooling or training for a specific occupation or if they have ever

been enrolled in university. In an earlier testing of relevant variables, a high school

education alone did not ameliorate earnings in a significant way. The returns to

university and vocational training are weakly positive for the SLID respondents, with

the exception of returns to university in the random effects equation. On average, the

human capital variables reveal increasingly favorable wage returns though years of

experience and job tenure are subject to diminishing returns.

60 This is a function of the magnitude of the correlation with the included independent variables.
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TABLE 4: Regression Results

Health Status

Years ofexperience

Experience Squared

Job Tenure

Sex Trade Workers n:62

Job Tenure Squared

Random
Effects

(t-score)

Universiry

Vocation

.1027
o

Public Sector

.52

.0336

Fixed
Effects

(t-score)

)

( 1.

Union

-.0032
G2.30\

70)

Social Assistance

.0129

.1248

(2.

SLID sample n:l80

(2.4

Hours workedl2000

-.0001
(-2.23)

64

.0967
( 1.7s)

0)

)

Random
Effects

It-score)

Coupled

.2296
(2.98\

-.0037
l-1.48)

Presence of school age
children

.2s61
(s.28)

-.0098
(-0.25)

.0130
Q.

Presence of pre-school
children

.2321
15.36)

-.0001
(-1.59)

21

.0259
(4.01)

Fixed
Effects

(t-score)

)

Constant

.0296
(0.55)

-.0002
G|.49\

.2159

R-square: Within
Between
Overall

(2 .02

.0912
(2.33)

.0268
(0.62\

.1470

.0023
2.98

)

(2

Sigma_u: estimate of o,
Sigma_e: estimate of o,
Rho

.03)

.1287
11.84)

.0936
(5.s6)

-.0000
l-3.60)

.1954
ß .31

.0072

.0378
(0.s 1)

-.0009

.2045
(4.98)

(0.

(

)

-2.1

.0893
12.80)

l5

.0704
t1.30)

.0029
13.0r)

.0476

Hausman Specification
Test: Chi-Square (14)
Probabilitv>Chi-Square

0)

)

l0 .5

-.0000

.1036

.1224
1.32\

.2740
(6.97)

*the root mean square error is a measure of the standard deviation of V, + t,., . It is the correlation of V, and X,,.
Of course, the fixed effects estimator eliminates such a correlation.
Formal definitions of the variables are provided in Table 8.3.2 of Appendix B.
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(

(

-3.

*Root mean square error

32]'
1.530

.0329
t0.5 r )

.0502

s6)

.0364
(0.8e)

.7130

.7998

.8037

(0.65
.0479
(0.76\

-.0221

.0048

)

(

(0.

-0.5

-.1359
(-2.2s)

02)
.2798
(5.4s\

1067

1494

3378

.0135

5)

(0

-.0394
G0.76\

.34

.0299
(0.79\

t.435

)

.7447

.s652

.6129

.0067
(0.14)

.0363
û.89)

18.81
.1721

-.1316
(-2.84\

-.0235
(-0.94)

2406

1494

7218

N/A

.1051

1.874

(2

.2139

.5438

.5068

.02

.0139
(0.41)

)

-.0012
(-0.02)

.2294

.1783

.623t

N/A

-.5012

1.411
.3055
.3432
.3254
.5710

.1783

.91l0

71.33
.0000
N/A

N/A

-.8246



Family considerations: The presence of pre-school children6l in the home does

nothing to boost earnings though the results are weakly negative for SLID

respondents. Conversely, the retums are positive for those individuals with school age

children though not significantly so in the fixed effects equation. This is a typical

finding for non-Aboriginal women, as well.

Occupation and location in the labour market: Respondents who work in the

public sector fare much better than those who have jobs in private sector indushies,

which typically relegate them to minimum wage jobs. Public and not-for-profit

sector employment is closely correlated with higher-paying occupations, such as

teaching or outreach worker. Though the results are not included in this paper, earlier

tests revealed that those respondents who work for organizations that fund an

employer-sponsored pension plan and the provision of group medical benefits also

receive higher returns from employment even if they themselves are not covered

under such benefits plans. Both groups fare better in the public sector with the

Aboriginal women in SLID receiving a higher wage premium.

Health stafus: The health effects are strong in the former sex trade workers' earnings

function. However, health status also determines whether an individual will

participate in the labour force, as well as the extent of participation, for instance, full-

time, part-time and casual worker62. The effect of good health on wages appears to be

more robust for the sex trade workers.

ut The presence of children in the home is not time constant for the sex trade worker group, since
temporary placements with relatives or in foster care arrangements is common.
62 In their study of lone-parent mothers, Wolfe and Hill (1995) found that health issues were more apt
to affect the supply of work hours than wage levels.
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Conversely, the results indicate that coupled status and union participation do

not contribute to the wage function. The insignificant union variable was expected.

Some women who work in garment factories typically eam low hourly wages despite

being covered by a collective agreement. The number of years receiving income

assistance was only significant in the random effects model for the sex trade group.

Former sex trade workers seem to get higher wages when they work more hours in a

job relative to the full-time standard, though this variable is not consistently

significant.

Furthermore, explanatory variables such as education or vocation appear to

more positively determine wages in the random effects regression because of their

correlation with unobserved variables. For several sex trade workers, their willingness

to access community services, such as the TERF program, gave them ample support

to pursue vocational training and many opportunities to gain strong skills through

volunteering. These extra tools helped some individuals when they sought out high-

paying jobs that offer substantial retums to their efforts, often in the public sector.

These factors may have mitigated some of the wage scarring effects from non-

participation in the earlier period of their lives.

Hence, institutional factors, such as support in the community, ffiây be an

unobserved fixed factor that creates variability in the wage structure between cross-

section units. As such, the random effects estimate is greater than the fixed effects

coeffrcient for these variables. This is potentially explained by the fact that some sex

trade workers took advantage of institutional supports and, consequently, they

received greater opportunities for securing high-paying employment. The regression
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estímates show that when the fixed efFects model removes the heterogeneity, the

returns to the vocation variable declines from 25.60/o to 14.7%o; the public sector

coefficient falls from 23.2% to 19.5%o; the university coefficient from 22.9%;o to

21.6%. The opposite effects are observed for the health, years of experience and job

tenure variables. The random effects estimates understate the potential benefits of

these variables by not controlling for the negative effects of factors in the individual's

history or environment that are correlated with them.

Consider a frirther example of heterogeneity between the sex trade workers

and the SLID respondents, which may be created by institutional supports. The

"social assistance" variable captured the participants' access to income assistance for

each of the last six years. For the group of sex trade workers, the fixed and random

effects models show a positive correlation between access to social assistance and

higher wages though not statistically significant in the fixed effects model.

Nevertheless, the results seem to suggest that sex trade workers, who are often

encouraged to access this type of financial support during the transition period, may

have benefited through higher wage returns when they eventually joined the

mainstream labour market. Temporary access to such assistance may help the

personal healing process, and it can eventually lead to higher productivity returns.

Therefore, the respondent's access to the institutional infrastructure of

community support services, though unobserved in the regression analysis, may

potentially make important contributions to higher future wage returns63. Consistent

with these predictions, the regression estimates indicate that when the fixed efFects

63 Some individuals do not access community support services when they exit the sex trade, though
they may receive income assistance for a period. They usually rely on relatives or a boyfriend for
financial support.
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model removes the individual participants' heterogeneity, the returns to the social

assistance variable declines from 9.lo/o to 7.0o/o. This suggests that institutional

factors in the community may be correlated with the receipt of social assistance.

3.11 Random Effects Estimates and the Sex Trade Workers'
Future Wage Predictions

This model preserves some of the heterogeneity in the cross-section

Since it is a generalized least squares (GLS) estimator, it is efficient if

uncorrelated with the explanatory variables (x's). Two tests determined if the more

efficient coeffrcients from the random effects model may be used to predict the sex

trade workers' wages, in order to calculate the future earnings losses in the legitimate

labour market.

First, the Breusch and Pagan (1930) Lagrange Multiplier Test for random

effects detects whether or not the Var( v,):0, in other words, no unobserved effect.

The test statistic of 10.83 is larger than the 95 percent critical value for chi-squared

with one degree of freedom,3.84. This test makes a strong case for the random

effects model, as opposed to the standard OLS regression model with only one

constant term u (Greene 2000). It indicates that there are some "individual effects".

However, the next question to be posed is whether these individual effects are

correlated with the explanatory variables in the model.

The Hausman test (Hausman 1978) determines the choice between the fixed-

and- random effects estimators6n. The null hypothesis is that the person-specific

efÊects are unconelated with the other explanatory variables in the model. For the

units.

vi is

ø The Hausman statistic evaluates the consistency of the random effects estimator by examining the
extent to which it diverges from the fixed effects estimator. The latter is consistent even if the
individual effects are correlated with the included observed regressors (x's).

138



sample of sex trade workers, the Hausman test statistic of 18.81 determined that there

was no systematic difference between the two economic estimators (random effects

and fixed effects coeffrcients). The critical value from the chi-squared table with 14

degrees of freedom is 23.7 , which exceeds the calculated test statistic for our sample

of sex trade workers. This suggests that, for the overall regression model, the

individual efÊects are not substantially correlated with other regressors in the model,

thus the null hypothesis cannot be rejected. Since the random effects model is

correctly specified, it will predict the participants' future earnings losses, in such

cases where there is non-participation in the labour market attributed to a sex-trade

related illness, such as depression from trauma reactions, Hepatitis C, HIV/AIDS or,

likewise, part-time work in the future for these same reasons6s. These estimates are

presented in the next section.

The interview instrument gathered data on the relationship between health and

productivity in the labour market following the respondent's transition into

mainstream society66. For the sample of 62 participants, taking into consideration that

some participants have a health issue but did not identifu it (around l0%) and others

3.12 Lifelong Private Costs of Non-Participation
From Addictions and Prolonged Health Effects

ut A Chow test of pooled OLS estimators from a regression specification that combined the
observations ofboth groups, yielded a value. ofF(14,379):2.41 (Prob>F:.0031). This figure exceeds
the critical value of around 1.70 in the 95ü percentile of the F-distribution. Thus, the hypothesis is
rejected that the coefficients for the sex trade workers and the respondents in SLID are the same. Since
there are structural differences in the equations, the two groups cannot combine to form a pooled
sample of observations in order to predict the sex trade workers' potential earnings losses from illness
and non-participation in the labour market.
ou For the purposes of this paper, illness is defined to include both physical and mental health
conditions. Diminished mental health may occur from conditions, such as depression and ongoing
struggles with addictions. The extent of disability from illness may range from very severe to causing
minor restrictions in every day activities.
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may have reported more than one condition (53.2%o), a breakdown of health

conditions is as follows6i:

No health-related productivity losses occurred for 11 .3%o of respondents.

Entry into the labour market on a full-time basis was immediate, though a few

individuals worked at part-time jobs temporarily before taking on full-time work6e. A

fuither 6.6%o of respondents have not contracted an illness, but they reported no

particular plans to participate in the labour market in future. However, the objective

of analyzing the correlation between health and labour force participation was to

estimate the value of future productivity losses resulting from illness, which occurred

in one of three ways as follows: (% of respondents in parentheses)

ut The transgender respondents had a slightly lower prevalence of health problems when compared to
the other former sex trade workers in the full sample (n:62). For instance, 25%oreported depression,
16.7Yo contracted hepatitis C and 66.7Yo struggled with addictions, although 25%o have a long-term
chronic health problem.
uo Ongoing struggles with drug and alcohol addictions are highly correlated with post-traumatic coping
reactions. Several respondents reported that drugs are a coping mechanism, since the work is extremely
stressful.
6e For those respondents who entered the labour market immediately following the transition into
mainstream society, approximately one-half subsequently experienced bouts of unemployment and
periods of access to income assistance. If there was no direct evidence of a correlation between these
periods of exit from the labour market and specific health conditions, they were excluded from the
calculations of eamings losses that follow.
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not participate in the labour market in the future (22.5%);

prevented participation in the mainstream labour market for a period (the average

transition period was 3.44 years), but the condition did not continue for the

duration of her work life. She re-entered (or expected to re-enter) the labour

market in a part-time (4.8o/o) or full-time (50.0%) capacity depending on the

extent of the health issues. For example, this may be the case if the respondent

does not hold a job in the labour force for a few years after transitioning due to

concerns about relapses relating to addictions. The individual may want to

concentrate on personal development by participating in a transitioning and life

skills program or attend regular AA meetings and group counseling for a period

before making plans to look for a job.

following the transition, and she eventually switched to part-time work. A portion

of each workday is lost, for example, if an individual anticipates working on a less

than full-time basis in the future due to chronic physical and/or mental health

issues. This condition is expected to continue for the duration of her work life

(4.8%).

For the first two cases, the entire workday is lost for at least a part of the

individual's work life. Based on the respondent's work history and training in the

mainstream job market, the random effects model described earlier was utilized to
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predict the sex trade worker's potential earningsT0. This was followed by a calculation

of the present value of future earnings for the number of work years that she would

not participate in the labour marketTl. In the third case, for those who lost a portion of

the workday due to health issues, the productivity losses were based on the value of

the partial daily hours lost. Similar present value techniques were then applied.

The findings revealed that these individuals incur large personal costs in terms

of lost eamings from lower productivity due to prolonged negative health impacts,

both physical and mental health. As summarized in Table 5, the net present value of

lost earnings in the formal labour market, net of income taxes, which is directly

athibuted to short-term and long-term health conditions that prevented full or partial

participation in paid jobs, totals $5,328,0237t. Ftr.the.more, if we consider the former

to The respondent may have accumulated some work experience before entry into the sex trade. It was
also common for many participants to have sporadic bouts of employment in the mainstream labour
market while they were involved in the sex trade. Intermittency and discontinuity characterize the
work patterns of the typical sex trade worker in the sample. The predicted labour market wage
approximates the minimum wage for around half the participants.
" There are diffrculties with this human capital approach. In the calculation of the present value of lost
lifetime earnings, the selected discount rate will heavily influence the net value of the productivity
costs. A higher discount rate leads to a lower net present value.
'- For the labour market earnings losses that extend beyond the year 2003, and to account for wage
changes over time, the Treasury Board of Canada's guidelines are followed with respect to discount
rates and the use of an inflation factor. Since the other components of the complete cost-benefit study,
for instance the fiscal and societal effects, required observance with the Treasury Board's
recommendations with respect to the evaluation of government-funded projects, for the personal
productivity effects, consistency with these guidelines was maintained. An inflation rate of 2Yo is
applied in this study, which is an average of the Conference Board of Canada's projected Consumer
Price Index fuom 2004 to 2020 (Hales et al. 2002). To discount future productivity losses to the
present value, the average ofthree market rates were calculated: a personal unsecu¡ed loan (since the
respondents are generally poorer individuals), an unsecured line ofcredit and a 36-month rate on a car
loan and for up to eight f,rnancial institutions. The average interest rate was around 7.5% :rr.2003-
These figures were retrieved from the LoanBanx website (available online at:
www.opiemarketing.com). The rates are quoted as of September/October 2003.Though the Treasury
Board recommends that this rate should approximate the social discount rate of l0%o, a discount rate of
9.SVo with an applied inflation factor of 2%o is equivalent to the market rate of 7 .5%o without inflation,
calculated above. Therefore, 9.5%o as the discount rate and a2%o inflation factor is used in order to
meet the Treasury Board's recommendations. This rate will be applied to future earnings losses in the
labour market. Future costs after the year 2003 are estimated to age 65 only. The rationale is that
labour market earnings losses should not be calculated beyond the individual's typical working life.
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sex trade workers' eamings losses as it pertains to the differences in their pay

structure (attributed to wage scars) compared the women in SLID, there is a fuither

loss of $105,080. However, a few women who work on a part-time basis have better

skuctures compared to the average for the women in SLID; thus, the net present value

of lifetime earnings due to the more positive wage structure amounts to a net gain for

these participants.

All calculations in Table 5 are based on predicted future wages in 2003

dollars. The future earnings losses depend to some degree on the participant's

expectations about the future and plarìs for educational or vocational upgrading. If the

respondent had recently left the sex trade, she estimated how long she expected to be

out of the mainstream labour market. Participants typically gave a conservative

estimate for the transition period (for example, one more year). Only seven

individuals provided a futwe estimate that exceeded two more years as of the

interview date, and there were usually extenuating circumstances that could account

for the longer prediction (e.g. ongoing addictions and personal issues).

Consequently, the figure for the transition period is a low estimate. Since

several other participants have contracted serious illnesses, or they have major issues

with addictions that will not be resolved for many years, longer projections for non-

participation may be viewed as accurate for those individuals. Likewise, for

participants who have been out of the sex trade for several years, their labour market

patterns are established. Thus, earnings losses are predictable.

This method is not expected to have a substantial influence on the net present value of future costs past
age 65.

t43



Table 5: Su
^

: Ðumm

Respondents not participating in
the labour market due to chronic
illness or a permanent disabiliWx
Respondents who lost earnings
in the labour market during the
transition into mainstream

of Labour Market Earninss L

soclefy
Respondents who participate in
the labour market on a less than
full-time basis due to work
limitations:

- Respondents who exited the
sex trade with a physical or
mental health limitation that
prevents full-time work hours

- Respondents who entered the
labour market on a full-time
basis after exiting the sex trade
and then switched to part-time
work due to health issues

r

**

Percentage
(%)

Full-time
Equivalent
Years Lost

22.5%;o

osses

56.s%

Due
Dollar value of
labour market

losses n:62
12003 dollars)

Respondents with no particular
plans to ever participate in the
labour market after exit (not
related to health issues)

to

455

Health Effects

120.s

Respondents who participated in
the labour market on a full-time
basis immediately after exit (no
health related productivity

4.8%

4.8%

92.680.764

Dollar
yalue of loss
due to pay
structure

losses

s1,689,206

TOTALS

)

54

45.1

* Non-participation is directly attributed to sex trade related health problems. The majority are
afflicted with the Hepatitis C and HIV/AIDS viruses.
*x Lost labour market time may be due to dealing with addictions and healing. These figures exclude
years for academic upgrading. The reader should note that the percentage column does not add up to
100% due to the overlap of categories. For example, some respondents who incurred earnings losses
during the transition also fall into other categories ofproductivity losses.*** There is no recorded work history for these participants or any plans to participate in future.
Scarring effects are indeterminate.

3.13 The Value of Lost Earnings when Compared to
Other Women in Society: The Wage Decomposition

$144,825

s20,527

6.6%

s525,657

$432,396

lt.3%

169.s

($83,881)

(s58,227)

0.00

An estimation technique, commonly applied in labour economics, and which

is of value to this study is decomposition analysis. This involves the use of regression

144

$0.00

844.1

$0.00

***

$s.328.023

$81,336

$10s.080



techniques to decompose an observed wage gap from the two wage equations for

each of the groups of respondents in Tables 2 and 3, the sex trade workers in the

current study and the women in SLID. For this particular application, the random

effects coefftcients are used for both groups, since we are interested in preserving the

heterogeneity across the observational units when analyzingthe wage disparities.

The regression coefficients are employed to estimate the portion of the wage

gap that is accounted for by the observed attributes (x's) and to measure the

unexplained part of the wage gap. The decomposition equation is listed as follows:

Equation 5 ,o'o -it''' : (*t"o - it' ¡ptt'o + (PsLtD - Otl' ¡it'

(1)

Interpretatíon:

(1) A vector of the mean differences in the log of wages of the SLID group minus

the log of wage of the sex trade workers equals the inter-group wage

differential, which is broken down into two components on the right hand side

of the equation. The total wage differential between the groups is $2.50 per

how.

Based on the split-sample regression estimates, the respondents of the current

study sustained a productivity loss related to labour market eamings, in the following

ways:

(2) The effects ofvariations due to differences in the respondents' average personal

characteristics (e.g. health status, human capital endowments, such as

university, job experience and tenure, vocational, general or specific training;

family status; union or public sector job; history of accessing social assistance).

(2) (3)
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A matrix of observations on the observed explanatory variables (x ^y' define

these personal traits. The decomposition procedure weights the differences in

the means of the explanatory variables by the regression coeffrcients (p's) of the

SLID group. The variables are superscripted "sLID" and "S.T." to identifr the

respondents from the Survey of Labour and Income Dynamics versus the sex

trade worker group. This explained differential, which favors the Aboriginal

women in SLID, amounts to $1.95 per hour ($4,056 per annum) i3.

The balance of the wage variation is a differential that can not be explained by

the observed variables that are included in the regression equation, though there

could be some influences from the unobserved effects. The differences in the

estimated regression coefficients (/'s) are weighted by the sex trade workers'

explanatory variables (x's). For unknown reasons, women in SLID receive

preferential treatment in the labour market. The differential totals $0.55 per hour

($1,144 per anmrm). This unexplained component is due to the differences in

pay structure. In theory, there should be no reason why the SLID group's

regression coefficients are arìy different from the estimates of those respondents

who had worked in the sex trade. A number of factors relating to the effects of

past exploitation, such as fewer skills for coping with stress, low self-esteem,

(3)

t3 This figure is based on 2,080 hours per annum. Of course, it is not completely certain that fewer
endowments are attributed specifically to sex trade work. Indeed, there may be several other
sociological or economic factors influencing the variables. For example, the effects of abuse and
poverty in the family of origin may contribute to lower lifelong earnings. However, we have two
groups of women for which there is no known reason for the vast dissimilarities in their productivity
characteristics and earnings. By comparing the interview respondents to other Aboriginal women in
SLID, this is one way to hold the poverty variable constant. The major difference bérween the two
groups is that one has spent a good deal of thei¡ youth in the sex trade when they would otherwise be
accumulating human capital and skills in school and gaining training experience through part-time
work in the labour force. Therefore, it may not be un¡easonable to make causal inferenies about a
correlation between lower productivity athibutes and a youth's participation in the sex trade.
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depression and diminished physical and mental health may explain these

differences.

Indeed the choice of econometric model has an effect on the results. If we are

interested in excluding the time-constant unobserved factors, the fixed effects

estimators are used to decompose the wage gap. Only the fixed effects estimates are

guaranteed to be consistent, given the specification (the unobserved effects model).

The differences due to explanatory variables total $4.49lhour, which disfavors the sex

trade workers who have few productivity traits compared to the women in SLID.

When the sex trade workers do acquire wage-enhancing attributes, they have higher

fixed effects coefficients (/'s) than the women in SLID, totaling $1.92 per hour. The

social returns to supporting and educating former sex trade workers may have a

substantial impact on the prior wage scarring effects. The net wage differential using

this model is $2.57 per hour, which is comparable to the random effects model.

To illustrate this point, for the full sample of employable participants

(excluding those who have a long-term disability or who will not participate in

future), the net present value of lost lifetime earnings attributed to the observed

explanatory variables totals 51,495,909, indicating that former sex trade workers have

lower wage-boosting personal traits compared to the women in SLID. However, on a

positive note, the women who do participate in the labour market have an offsetting

net gain in pay structure compared to women in SLID totaling a net present value of

$96,156.

This study's findings established that participants generally had a lower and

flatter earnings profile atallage levels. Four figures in Appendix 8.3.1 illustrate an
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application of the Lowess smoothing technique, a locally weighted regression

smoother, which depicts the relationship between wage and age over the life cycle.

The age groupings, which are divided into the categories - 16-60, 16-25,26-35 and,

36-45 -- illustrate that former sex trade workers have relatively flatter earnings

profiles.

While it is not known with fuIl certainty that the unexplained earnings

differential is attributed to a youth's involvement in the sex trade, there is

considerable evidence that this may be a key factor. During the interviews, several

participants reported that their history of sex trade involvement affected their

educational achievements, chances for employment or, if employed, they reported

having high levels of stress and sometimes a poor ability to keep a job. Moreover,

56.5% of respondents reported having a limitation in their daily work or school

activities compared to20.5%o of SLID respondents (Table 3).

In closing this discussion on the econometric analysis, for both the random

and fixed effects models, separate regression equations are estimated (Table 4), which

partially compare respondents to others in their own group, that is, sex trade workers

to other sex trade workers and SLID women to other SLID women. For sex trade

workers, the data indicate that individuals are generally classified into one of two

groups. One group of sex trade workers acquired a grade 12 equivalency diploma and

possibly some vocational training. They networked in the community by volunteering

and ultimately secured good-paying jobs even in the private sector. They generally

had better health, as well. However, in deriving the regression coefficients, they are

compared to another group of sex trade workers who generally did not upgrade or
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improve their skills in terms of acquiring employability attributes and so the latter are

relegated to minimum wage jobs when they do participate in the legitimate labour

market.

Consequently, the wage gap among sex trade workers as a group is significant

and this may be why we observe the large returns to variables such as university,

vocation, hours worked and health. There is also a disproportionate number of

minimum wage workers in the sample of exited sex trade workers, which could

explain the substantial differential in the constant term compared to the women in

SLID (random effects equation). Likewise, within the cross-section units (fixed

effects equation), those who upgrade with vocational, specific or university training

do much better relative to their prior status in the labour market. Upgrading can

sometimes shift up income from minimum wage to $12-$15 per hour. The effect on

w when x changes within person is substantial.

There are lower wage disparities among the Aboriginal women who were

surveyed in SLID. Fewer Aboriginal women in SLID are minimum wage workers.

So when they do improve their skills, the wage effects do not seem to be exacerbated

in the same way as observed with the former sex trade workers, even within the cross-

section units. ln addition, since the Aboriginal women in SLID are a little older and

more established in the labour market, as evidenced by substantially more years of

full-time equivalent experience (SLID participants: 10.53 years; former sex trade

workers: 2.61 years), there are fewer observations that show changes to the university

and vocation explanatory variables, and so the marginal effects for the SLID women
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are less clear. These factors are reflected in the coefficients of the fixed effects

estimation: þr,o < þss*ade, generally.

This may explain why the results from the fixed effects decomposition show

that sex trade workers, within their own cross-section units, have much higher returns

for some of their personal traits. There are bigger wage changes within the cross-

section units of sex trade workers (likewise between the groups) and so, when they

are compared to women in SLID these differences are amplified. To some extent, this

may positively reflect the community interventions that are available to sex trade

workers who want to leave this lifestyle. For example, the provision of social

programs as it pertains to drug rehabilitation and counseling, etc. is an investment in

mental health that may alter future wages and reverse the earlier scarring employment

outcomes (Cunie and Madrian 1999).

3.14 Concluding Remarks

The objective of this study 'u/as to estimate the employment-related

productivity losses for individuals who in past years had been involved in the sex

trade. Exploited youth are not a homogeneous group but there are certain

consistencies such as the likelihood of drug use and running high risks of contracting

chronic illnesses. For sixty-two female and primarily Aboriginal respondents who had

left the sex trade, a methodology of personal interviews traced their income,

education, training and detailed employment activities, as well as the role of

disabilities and health issues in their reintegration into the mainstream labour market.

The collection of this data and the Survey of Labour and Income Dynamics permiued
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some estimation as to whether sex trade workers have a more or less favorable status

compared to other Aboriginal \ryomen in the labour market.

The study documented findings of exacerbated addictions, damage to physical

and mental health, as well as lower lifetime productivity for this subgroup of

individuals who had been entrenched in the lifestyle of a prostitute. Such events in

their youth interfered with the acquisition of human capital endowments and job

experience needed to enhance eamings in the formal labour market. These issues

provoke multiple reasons for Canadian policymakers to be concerned about

counteracting the conditions of vulnerability that bring youth to this lifestyle and the

factors that keep them in it.

In terms of evaluating priorities for decision-making around contemporary

public policy, there are two substantive conclusions. First, the economic

consequences from such activities have a lifelong impact on not only the individual,

but also a significant demand on public programs to support the former sex trade

worker. Above all, these findings highlight the need for state-funded early

intervention and prevention programs that provide support to youth who are at risk of

becoming involved in the sex trade, in particular, in Aboriginal communities.

Practical solutions that nurfure the youth's early attachments to the labour force, as

well as encowaging them to stay connected to their schooling, could have a profound

effect on their future employability and quality of life.

Second, findings from the regression analysis established that the social

returns to financially assisting and training transitioned sex trade workers might be

substantial in reversing the prior scarring effects of the earlier detachment from the
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conventional workforce. Policy options might include subsidized jobs for exited sex

trade workers in the non-profit or charitable sectors, for example, in the much needed

outreach area which is directed at preventing youth exploitation in the sex trade. The

provision of appropriate institutional supports in the community can be a crucial

strategy for improving the economic options of those youth who are contemplating a

transition into mainstream society, as well as improving work incentives.
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APPENDIX 8.3.1 - LOWESS SMOOTHER GRÄPHS OF WAGE REGRESSED ON AGE
(sLD sample:0 - left graph; Former sex Trade workers: 1 - right graph)

Lowess stnoother

-\Æ

zCI

Lowess smoother

20 NE

160



Louress smoother

OJ
E's

Lowess smnother

30 35

t-I l'- --1a---_

.4 r'
./ it

40 45

161



Dependent Variable: Log of Earnings
/earns{2)

Productivify Attributes (SLID variable in
narenthesesl

Health Status (crhlt26)

APPENDIX 8.3.2: Selected SLID Variables and Definitions
VARIABLE

Years ofExperience (yrxftel l)

Experience Squared
Job Tenure (iobdurl)

Job Tenure Squared
University (enuniv18)

Vocation (dgbsc I 8/dgtvo I 8)

Social Assistance (sapis42)

Dummy variable equal to "1" if the respondent's
curent state of health is excellent, very good, and
good during the reference year, and "0" if it is fair

DEFINITION

Hours worked,/2000 (alhrp28)

or
Number of years that the respondent worked at a

paid job at least 6 months during the year and at
least 30 hours Der week (defined as full-time)

poor

Public Sector (pubpvl0)

Yrxftell squared

Firm-related and industry variables

Union (uncolll)

Duration of the current main job expressed in
months
Jobdurl squared
Dummy variable equal to "1" if the respondent ever
attended or received a degree from a university and
"0" otherwise

Coupled (marst26)

Dummy variable equal to "1" if the respondent has
received a business, commercial, trade or
vocational school certificate, or vocational training
for a specific occupation. and "0" otherwise

Presence of school-age children (nbsa26)

Familv Status Variables

Presence of pre-school children (nbps26)

Dummy variable equal to "1" if the respondent has
received social assistance during the reference year
and "0" otherwise
Total hours paid at all jobs in the reference year
divided by the full-time standard 2000 hours per
year.

Dummy variable equal to "1" if the respondent's
.iob is in the public sector and "0" otherwise
Dummy variable equal to "l" if the respondent is in
a union or covered by a collective agreement and
"0" otherwise

Dummy variable equal to "1" if the respondent is
married or in a common-law living arrangement
and "0" otherwise
Number of school-age children in the household
Number of pre-school children in the household
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An Examination of the Fiscal Impact from Youth fnvolvement in
the Sex Trade: The Case for Evaluating Priorities in Prevention

4.1 Introduction

Youth involvement in the sex trade is among the most stressful of life

circumstances. At a personal level, individuals risk constant exposure to violence,

health threats and growing addictions. From a longer-term perspective, linked to this

lifestyle are threats of serious diseases, victimization of their own children ærd

lifetime earnings losses. Transitioning into mainstream society entails substantial

amounts of resources absorbed into the treatment of drug and alcohol addictions,

mental health therapies, income assistance and housing support.

Despite these grave issues, no Canadian research to date has attempted to

quantiff the fiscal costs from youth engagement in the sex trade. Recently, in Canada,

cost-benefit analysis has been conducted in the area of child abuse (Bowlus et al.

2002; Burgess et al. 2003) and violence against women (Day 1995; Greaves et al.

1995). One of the major differences in the published studies of economic costs is how

they vary in their methods for assigning values to society's resources. Some analysts

focus exclusively on the health-related fiscal consequences (Day 1995), while others

expand the analysis to the productivity effects in terms of labour market returns, as

well as the fiscal impact on the criminal justice system and other social services

(Bowlus et aL.2002; Greaves et al. 1995). Some studies examine costs to the whole of

society, including those costs that are imposed on the community (Choi and Pak

1996). Most of the recent research takes a top-down and societal approach to the
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analysis, occasionally making use of data from national surveys (for example, the

1993 Statistics Canada Violence Against Women Survey) in order to make inferences

about countrywide prevalence statistics. However, from the government's

perspective, there has been no accounting for the incremental fiscal resources

expended to provide substantial amounts of supports and services to sex trade

workers, in particular, following the transition into mainstream society.

This study of economic costs was one part of the evaluation of Ndaawin, a

community service agency whose main objective is to respond to Aboriginal youth at

risk of exploitation in the sex trade. Ndaawin, which began its operations in 2001, is a

pilot project frrnded by the National Crime Prevention Strategy. Its mandate was to

target prevention services to youth ages 8-13 with culturally-based program activities.

The project received funding totaling 9799,645 over four yearsto. The predominantly

Aboriginal children who participated in the program live in high-risk inner city

households in the low-income Lord Selkirk Park area of Winnipeg. Despite their

young age, a few children had already used drugs and alcohol. Some children were at

high risk of recruitment into prostitution, since certain of their relatives or

acquaintances were already engaging in the sex trade (RESOLVE and CS/RESORS

Consulting, Ltd. 2004).

The Ndaawin program staff created a safe and fun environment in the

neighborhood where children could drop-in and have access to an individualized

support system, in particular, given their often-turbulent and dysfunctional home

7a The funding covered five fiscal year ends (2001-2005). The programming components include a
Children's Club, Prevention Curriculum (in local schools), developing a Risk-Assessment Tool,
Parenting Support and Community Development. The costs included staff salaries, benefits and
general overhead, such as program materials, telephone and supplies.
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circumstances. The idea behind a prevention agenda is to change the individual's

reference group, to provide positive role modeling and to deal with the social

circumstances that make youth more apt to engage in the sex trade to begin withTs.

The evaluators reported that this program received outstanding reviews from its

young participants who revealed that they felt a sense of belonging and caring from

Ndaawin's staff. The community and local schools were also supportive of this

prevention strategy (RESOLVE and CS/RESORS Consulting, Ltd. 2004).

Indeed, from a policy perspective, the longer-term goal of a prevention

program is to stop the supply of youth prostitutes by addressing the root causes

(Manitoba Child and Youth Secretariat 1996). However, there has been little focus on

such prevention measures in most Canadian communities, since Ndaawin is one of

the few groundbreaking and innovative initiatives that have received pilot funding in

recent times76. Thus, the evaluators had no way to compare the costs of Ndaawin's

programming and its success rates to other similar initiatives. Moreover, from a

program evaluation perspective, the process for measuring identifiable outcomes

involved a relatively short period (four years), which did not allow for a

comprehensive time-series study of the effects of the project. Nor was it possible to

75 As part of the Aboriginal teachings, the staff developed culturally appropriate educational tools to
help inform the children about self-love, respect for others and their culture, and to improve their
awareness about safety, such as learning strategies to stay away from the lure of gangs and the sex
trade (RESOLVE & CS/RESORS Consulting, Ltd.2004).
tu Since this type of prevention agenda dèals with issues of sexual exploitation, child protection
agencies mostly intervene in these children's lives, as opposed to communþ-based services. One
important missing piece in the programming is that there is very little overlap and coordination
between these two types of social services (RESOLVE & CS/RESORS Consulting, Lrd. 2004). This
may be particularly problematic in the Ciry of Winnipeg since there are substantial numbers of youth
prostitutes (City of Winnipeg200l; Social Planning Council of Winnipeg 2002).
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carry out any long-term follow-up of the Ndaawintreated g.ouptt. It is impossible to

determine whether any of these children will engage in prostitution in the future.

Thus, to conduct an economic cost study, a strategy was needed to respond to the

impracticalities of projecting future outcomes for the Aboriginal youth who had

received the intervention and a lack of time-series data considered necessary to

pinpo int the identifi able longer-term pro gram outcomesTs.

Recognizing these limitations, the curent paper examines the counterfactual

situation. For instance, evidence from the outcomes measures in the evaluation

77 Recent contributions to the field of program evaluation methodologies have adopted the logic model
approach, which integrates a project's theory ofprogram change into the cost-benefit projections. This
is a "theory-driven" methodology of program evaluation. The logic model compares the inputs that are
invested into a program with not only the ouþuts in terms of program initiatives but also the outcome
impacts (Canada: Treasury Board 2002). In the current study, on a short-term basis, a change may refer
to what the children have learned from their participation in Ndaawin. The intervention may influence
some of their medium-term decisions about choice of friends, the use of illicit drugs and alcohol, as
well as the decision to stay in school. The longer term causal relationship is reflected in broader terms,
such as the ultimate impact on the social and economic environment. As a final step to the logic model
design, a cost-benefit analysis would attempt to evaluate the probable results from the program change

lt^npu.t on public resources and the individual's lifelong productivity.
'o See Barnett (1992;1985) for a discussion ofthe Perry Pre-School Project, in which the researchers
evaluated treatment and control groups through to their mid-twenties. This approach is widely utilized
in the field of education, and it is often combined with experimental research designs for evaluating
treatment and control groups. The idea behind this method is to compare groups, which are equivalent
in every way except for the intervention that is applied to one group. The most cited example of this
methodology is the post-intervention approach of the Perry Pre-School Project, in which analysts
tracked the young program participants and another baseline group for a number ofyears in order to
assess the impact on the government, as well as productivity changes (Barnett 1992, 1985 Kerr 2001;
Canada: Treasury Board2002} A major limitation of the logic model approach applied to economic
cost analysis, however, is that prevention programs usually yield most of their benefits far into the
future. Unlike the Perry Pre-School Project, evaluations of intervention programs generally extend
over a few years only. Thus, the estimation of longer-term outcomes (i.e. lifelong positive externalities
from the intervention) requires the use of predictive simulation models. Such techniques deal with the
risk that arises from uncertainfy in the future outcomes data, which is derived from the experimental
design (Levin and McEwan 2001). A simulation program will run the model several times,
simultaneously varying the values for many uncertain variables, as well as thefu probabilities. This
procedure is particularly important if there are uncertainties in key variables. However, this process
could easily become a technical exercise in mathematical simulation. The analyst will also likely have
to draw on longitudinal surveys or prior research results to make such predictions, which could result
in misleading generalizations. Moreover, when projecting program outcomes into the future, the net
present value of such benefits are expected to be minimal. For example, using the Treasury Board's
(1998) recommended 10% social discount rate, the net present value of$100 :lr.20 years from now is
quite low at $14.86. This implies that society places little value on the potentially lower demand for
public resources in future, which is created by current prevention programs. In practice, there is
unquestionably very little support for such a position (Nas 1996).
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suggested that the risks of sexual exploitation have been reduced for some of the

children who participated in the Children's Club (and non-participants as well). There

is also evidence that a few children were approached for the purposes of prostitution,

and they were successfully diverted. The evaluators, as well as the progïam

management, did not report evidence that any of the children had fallen through the

cracks (i.e. that they entered the sex trade) during the four years of Ndaawin

operations. The fact that there were growing numbers of children who attended the

program over four years, attributed to word of mouth referrals, was one indicator of

the success of the Children's Club. Moreover, three focus groups with 15 participants

from the children's club provided the evaluators with a further indication of the

program's success. A few of the numerous comments from these young children

during the sessions include:

that and I told her not to and she listened. She is 10".

need to learn how not to be one. I've learned not to be one - don't do

drugs, wear noÍnal clothes".

men who pick up girls. [Staffmember] is teaching me more about it".

you for stuff and then make you pay them back; they steal cars; they do

drugs" (RESOLVE & CSiRESORS Consulting, Ltd. 2004).
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Since the hypothetical course of events that would have taken place for those

children who were dissuaded from engaging in the sex trade is indeterminate, another

research question is posed: What is the cost avoidance in terms of the potential

demand on public resources to provide services to these youth if they had eventually

engaged in prostitution? The implications of Ndaawin's success are that, because the

children were helped, the goverffnent will likely avoid fiscal costs in the areas of

health, the justice system, and other social services, including a lifetime dependence

on income assistance. This is the fiscal consequence of the labour market effects. A

prevention agenda may potentially alter a youth's life path after the government has

made social investments in such proactive programs. ln the current study, a

comparison is made of a range of fiscal costs expended as a policy reaction to the

social outcome from an individual's entry into prostitution, such as harm reduction

programs, with the public funding allocated to a prevention program. The latter

provides services to youth whose lives may be enhanced by a successful diversion

from prostitution.

The Canadian research on youth in the sex trade mostly spans the past few

decades, and it resonates with an extensive sociological literature, which explores

various conceptualizations of prostitution, such as delinquency versus exploitation

(Badgley 1984; Bittle 2002; Bramly et al. 1998). Many research initiatives have

contributed to the debate on the risk factors that bring youth to the sex trade and the

4.2 The Literature
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consequences from involvement in this lifestyle. These pragmatic efforts have

influenced innovative social policies (Kingsley and Mark 2000; Social Planning

Council of V/innipeg2002). A range of published reports identi$ a close correlation

between conditions of vulnerability and entry into the sex trade, though the literature

diverges in its degree of emphasis on these variables and on the extent to which they

may overlap (Benoit and Millar 2001; Bittle 2002; Kingsley and Mark 2000; Shaver

1996; Tutty and Nixon 2003). Some commonalities include:

o a young age and female;

o premature departure from the family home or other care affangements;

o peer influences, including substance misuse;

o a history of various forms of child abuse;

o a low level of formal education;

poor job prospects and a diff,rcult financial situation;

few community supports, thus little reasonable expectation of better

alternatives;

Other government steered research, such as the 1984 Badgley Committee

Report (Badgley 1984) and, more recently, Benoit and Millar's (2001) study of sex

trade workers in British Columbia have expanded our knowledge base by capturing

more reliable prevalence statistics on larger samples of those who engage in the sex

tradeTe . Moreover, recent qualitative analysis has focused on 'hearing the voices' of

o an Aboriginal heritage and family poverty.

7e The Badgley Committee interviewed 229 juvenile prostitutes. Benoit and Millar (2001) surveyed
147 current and 54 former sex trade workers in British Columbia. Though their sample includes males
(20%), several of the latter's statistics on sex trade workers' characteristics (education, etc.), as well as

169



exploited youth in detailed accounts of their life experiences (Gorkoff and Runner

2003). This literature informs us that the progressive relationship between expensive

addictions and sex work is closely linked (Downe with Ashley-Mika 2003). Thus,

youth prostitution is not typically viewed as a labour market with lucrative lifetime

career opporfunities, as individuals become intensely burned out from a variety of

factors - drugs, illness, violence (Busby et al. 2002; Downe 2003; Gorkoff and

Runner 2003; Mclntyre 2002; McKeganey and Barnard 1996).

At some point, most individuals wish to exit the sex trade. However, the

majority will lack the education, training and, in particular, the stable physical and

mental health required to integrate into the mainstream labour market (Benoit and

Millar 2001). Thus, for most youth, this work is a temporary life experience, but

potentially involving a pennanent impact on government and community support

services. Moreover, there are intergenerational fiscal effects from youth engagement

in the sex trade as it pertains to child apprehensions by child protection authorities.

The Girl Child Study of sex trade workers (a project of the Status of Vy'omen Canada)

found that one-third gave birth to some of their children while they were street-based

sex trade workers. All were under the age 18 and, of these women, 60% did not have

custody of their children (Busby et aL.2002; Tutty and Nixon 2003).

Despite a significant body of qualitative research, there is a clear gap in the

literature on prevalence and frequency statistics relating to the sex trade worker's

access to public resources, and neither have any studies tracked the participation

patterns of former sex trade workers in the mainstream labour force. For instance, do

the prevalence of certain health conditions (Hepatitis C, HIV/AIDS, depression, etc.) were comparable
to the current study's f,rndings. These figures are reported in Tables l-4.
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these individuals leave the sex trade with adequate physical and mental health

capacities needed to deal with the demands of working at a legitimate job? Do they

leave with adequate coping skills to parent their children effectively? There is little

information about the potential for exited prostitutes to rely exclusively on income

assistance programs and other government services once they leave this lifestyle,

which has significant consequences for public policy80.

Though economists have contributed little to this literature, the tools of

economic cost analysis can help to estimate the fiscal effects of using social services.

Since a strategy was considered necessary to respond to the impracticalities of

projecting future outcomes for the Aboriginal youth who had received the Ndaawin

intervention, an alternative method involved gathering data on the life histories of

another comparison group. We could draw on the experiences of individuals who

themselves had been involved in the sex trade for a period. Around 40o/o of

informants were contacted through the Transition, Education and Resources for

Females (TERF) program at the New Directions for Children, Youth, Adults and

Families agency in Winnipeg. This life-skills program assists individuals who want to

exit the sex trade. The former TERF clients signed a consent form giving permission

4.3 Research Methodology and the Participants:
How they were Chosen

80 Indeed, some individuals never permanently make the transition into mainstream societ¡i, though this
group represents a small minority of sex trade workers. Most individuals burn out from drugs, violence
and illness within a decade after the initial entry (Gorkoff and Runner 2003). However, the current
study gathered evidence that the affliction of physical and mental health conditions determines the
level of service utilization as opposed to age or length of time in the sex trade. For instance, the one-
time sharing of a needle is all it takes to contract the HIV/AIDS virus, whether the individual is
engaged in the sex trade for six months or twenty years.
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for a review of their file at New Directions, which served as a crosschecking

technique on demographics and reported events (e.g. year of exit from prostitution,

access to social assistance, etc.). Other former sex trade workers heard about the

study at a variety of service provider agencies in the community. All participants had

to be at least age 1881.

A twenty-question survey gathered demographics and data on the

respondent's income from legitimate sources, education, training, detailed

employment activities (including their first paid job as an adolescent) and, in

particular, the role of health conditions in their reintegration into the mainstream

labour market. Data was collected on the extent of drug and alcohol use prior to

engaging in the sex trade. Sixty-two respondents agreed to participate in this s,.r*ey82.

Since there are an estimated 400-600 street-based sex trade workers in V/innipeg who

are primarily youth (Manitoba Child and Youth Secretariat 1996; Social Planning

Council of V/innipeg2002), this sample represents 10.3%to 15.5Yo of the population

of visible prostitutes in the region. This sample also provided key information on the

extent of the former sex trade workers' dependence on income assistance over their

lifetime, primarily attributed to physical and mental health conditions. As noted

8l For the purposes of the current study, the terms youth and women are used interchangeably. An
individual is considered a youth up to age 24, accordrngto the United Nations defrnition (Kingsley and
Mark 2000). The majority of respondents began working in the sex trade as adolescents, howeve¿ their
g^ngagement in this lifestyle continued well into their adult years.
o' The requirement was that the individual had transitioned into mainstream sociery for at least one
year. However, approximately four years was the average length of time that the sixty-two participants
were out of the sex trade. ln the development stages of the study, the expectation was that the sample
would be skewed towards those who had recently exited, since there was a good chance that these
potential participants were still in contact with the TERF program staff that assisted in recruiting
individuals. Though the ideal situation was to interview women who had been out of the sex trade for a
much longer period, the one-year mark gave an idea of the fiscal costs involved in transitioning into
mainstream society.
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earlier, this data is not available in the current prostitution research in the fields of

sociology or economics.

A subsample of eight former TERF clients agreed to participate in a semi-

structured case study interview, which collected detailed data on the participants'

utilization of health and social services, contacts with the justice system, violent

incidents while engaging in the sex trade and treatments related to addictionss3. Sittce

the average period since exiting prostitution for this subsample is 5.7 years (Table 2),

and these individuals have achieved stability in their lives, it can be reasonably

assumed that they have made a final transition into mainstream society.

The demographics and prevalence statistics for both groups are listed in

Tables 1-4. The majority of the participants had experienced disruption in their family

of origin making them appropriate candidates for a preventive strategy. Likewise, in

Benoit and Millar's (2001) study, less than 20%o of prostitutes had family stability in

their early years, which forced many individuals to be self-suffrcient at a young age

(p.28). As youth, the participants of the current study also had few personal support

networks, and neither did they have adequate role models. The majority were

encouraged by members of their social group to use alcohol and drugs at a very

t' Resources were not available to collect such detailed data for all sixty-fwo participants. The sample
size will be specified throughout the text. The interview instruments and reviews of the participants'
files at TERF received approval from the Joint-Faculty Research Ethics Board at the University of
Manitoba. The case study sample is a non-random one of transitioned sex trade workers from the
TERF program. Since individuals had to recollect their experiences during often-violent periods in
their lives, human ethics concerns deemed appropriate the recruitment of former TERF clients only.
Many of these respondents have received a good deal of counseling since leaving the sex trade. In
terms ofpublic resources, there was no great diversity ofexperiences in the types ofservices utilized
by sex trade workers. There was sufficient variation in the sample concerning the level of services
utilized and, consequently, the total dollar value for each participant. However, as elaborated on in the
methodological limitations section, the findings of this study are qualifìed, in terms of generalizing the
results to the population of sex trade workers in Winnipeg, until future research with larger and
representative samples can establish their accuracy.
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young age. Friends and relatives who were already engaging in prostitution recruited

several participants into prostitution. The lure of fast money (and the misconceived

notion of good money) tends to glamorize this lifestyle, in particular, for socially and

economically marginalized women, such as Aboriginals, who are the most vulnerable

to being drawn into making these personal choices Q.{ixon and Tutty 2003; Gorkoff

and Runner 2003).

In the current paper, the focus is on reporting the results from the fiscal

perspective and thus for the eight case study interview participants only. The

exception is the data listed Tables 1-4, which reports the general demographics of the

full sample (n:62 participants) for comparative purposes. Using the total sample may

provide a better approximation of demographic estimates for the population of sex

trade workers.

From the literature review, the cost categories were established based on the

major risk factors for individual patterns of behavior that potentially generate high

access to public services, such as addictions. V/ithin this conceptual framework, the

cost analysis is separated into two stages of the lifecycle, the period over which an

individual is engaged in sex trade work, typically starting in the adolescent years, and

the period following the final transition into mainstream life. The cost categories vary

between these two periods, thus requiring separate analysis. An outline of the

orgarizational structure of the paper and the potentially quantifiable variables is

4.4The Cost Categories and Estimation Methods
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provided in Figure 1 below. This diagram is the main tool guiding the subsequent

sections of the essay that deal with specific cost estimation.

It is common practice to categorize economic costs or opportunity costs

related to the use of society's available resources, into direct, indirect and intangible

costss4 (Canada: Treasury Board 1998; Levin and McEwan 2001; Nas 1996). This

paper examines the direct flrscal expenditures, which involve actual funds expended

on goods and services, such as prescription drugs, health care services and for the

provision of support services by publicly funded community agencies. An

incremental efflects approach requires an accounting of the use of public services

only, which is directly or indirectly related to the participants' involvement in the sex

trade.

The literature review determined that the economic costs of government-

funded programs fall into two broad categories:

o The government incurs most of the fiscal costs in reaction to the social

outcome or problem. These are typically direct costs and referred to as policy costs.

Policy decisions determine this group of expenditures. Examples include harm

reduction programs, such as condom distribution and needle exchange programs,

detox facilities, the correctional system and transitioning or life skills programs.

o The second category involves early life intervention strategies, which may

potentially alter a youth's life path by preventing the adverse event of entry into

prostitution. Ndaawin is one such program.

to Definitions of these cost categories and other terms used in economic cost analysis are listed in
Appendix C.4.1.
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FIGURE 1: A SUMMARY OF THE FISCAL EFFECTS FROM
YOUTH INVOLVEMENT IN PROSTITUTION

lst stage in the life
cycle:

the period of
engagement in the

sex trade

lncremental costs to the government:
direct costs and/or policy costs

- medical and justice s¡rstem costs related to
violence;

- direct health ca¡e costs for medical
interuentions, including hospitalization and

treatments;
- policy costs for law enforcement and the justice

system;
- policy costs related to the services of social .

support agencies, including addictions, mental
health services and the child protection system;

- costs of income assistance and housing
subsidies;

- loss to the government from reduced tax
revenues,

2nd stage in the life cycle:
the long-term incremental
effects after trans¡tioning
into mainstream society

Long-term incrcmental costs to the government:
direct costs and/or policy costs

- costs related to participation in treatment
programs for addictions;

- use of the medical system for chronic physical
health issues and mental health conditions;

- ongoing access to programs and services at
publicly-funded community support agencies;

- income assistance, housing subsidies and foster
care arrangements for children,
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By using the data collected on the prevalence and frequency of services

accessed by the eight case study informants, this permiued detailed cost calculations

of the economic consequences from participation in the sex trade. [n later sections,

estimates are listed based on different scenarios for an array of life situations in terms

of conflicts with the law, usage of the medical system, access to income assistance

and housing subsidies. This permits an assessment of whether a preventive program

such as Ndaawin is a practical long-term investment from the government's

perspective when compared to the fiscal costs expended in reactive policy programs

that provided services to the case study participants.

The interview methodology, as well as contacts with community agencies,

facilitated the use of a bottom-up and incident-based approach to cost estimation. For

instance, if during a given yeat, a respondent conveyed that she accessed a particular

drop-in center 4 times per week and the agency reported that their 2003 cost is $20

per drop-in visit, then the fiscal costs were estimated at $80 per week or $4,160 for

the year. However, some variables were amenable to assuming that the costs were

the same for a number of years in each period. The costs of utilizing certain public

services (such as an outreach van) were estimated for a typical year during the

participant's engagement in the sex trade. Generally, the decision rule around

uncertainty in estimating costs was to use the conservative estimate so as not to

overstate the costs.

Based on the data gathered during the interview sessions, contact was made

with 75 community agencies and government departments in order to request 2003
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annual reports, statistical data, as well as average and marginal costs for a variety of

services provided to their clients. The advantage of this approach is that the staff at

these agencies has expert knowledge of their costs for the provision of services, and

the costs are inflated to 2003 constant dollars85. Accordingly, past costs are expressed

in a common monetary unit.

The limitation of using this method is that considerable trust was placed in

government and community agency staff to provide accurate statistics and cost data.

However, many agencies provided supporting documentation for their cost

assessments. Reasonableness tests were conducted by reviewing the annual reports or

published statistical data, and these documents were compared to the estimates

provided by the agencies. Since some of the govemment departments and community

agencies contacted did not fully cooperate with requests for access to information,

multiple published studies or the province's budget estimates and statistical reports

supplemented the analysis in these circumstances.

Several participants worked in the sex trade while they were residents of other

provinces in Canada. Indeed, extension of the analysis to a Canadian context presents

many challenges because costs may vary considerably across the country. In theory,

85 Most of the agencies contacted arrange their budgets by program. To estimate the average costs per
client for a particular program, the total annual budget (fixed and variable costs included) was divided
by the number of clients served in the program each year, which in most cases was at maximum
capacity. On average, approximately 70%-75% of the budgets were allocated to program staffing costs
(salaries and benefits), and the balance was for supplies needed to keep the program running. Any
insurance costs or building depreciation are excluded, since these are not real resource costs. Since
most of the agencies reported that their programs operate with a lengthy waiting list (demand for
services exceeds the available supply), then average costs calculated in this way are opportunity costs.
Keeping in mind that this is in no way a measure of deservingness of services, the program resources
expended to help the respondent could have been used in some other highly valued altemative way, for
instance to help another client who was not in the sex trade. For example, if a respondent utilized
individual counseling services at a community health clinic, in which demand for this service exceeded
the available supply of counselors, then another client may have to wait a bit longer to be helped by a
counselor whose services are considered a scarce resor¡rce. Hence, an economic cost is incurred.
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the fiscal costs, such as the health and correctional systems, should be valued at

market prices in the provinces in which they occurred. However, to create consistency

within the analysis, the fiscal costs were estimated on the basis of market prices in the

Province of Manitoba. For example, the two-month incarceration of a respondent in a

correctional facility, in the City of Edmonton, was valued at the per diem rate for the

Portage Women's Correctional Facility in Manitoba. This method is expected to

understate fiscal costs.

For the costs that extend beyond the year 2003, and to account for price

changes over time, the Treasury Board (Canada 199s) makes specific

recommendations with respect to discount rates and the use of an inflation factor in

the evaluation of government-funded projects. An inflation rate of 2%o is applied in

this study, which is an average of the Conference Board of Canada's projected

Consumer Price Index from 2004 to 2020 (Hales et aL.2002). For the fiscal effects,

the Treasury Board's recoÍrmends using a discount rate of 10% applied to real dollars

(constant, inflation-adjusted dollars). This rate encompasses a broad social point of

view of government according to the Treasury Board document. It is applied to future

costs, such as social welfare payments: income assistance, housing subsidies, foster

care placements for children, plus funre medical costs, counseling and expenditures

for addictions treatment.

Weitzer (2000, 1999) argues that most of the research in the area of

prostitution relies on "convenience samples". These are non-random and non-

4.5 Methodological Limitations
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representative samples of the population of sex trade workers, since they are apt to be

composed of individuals who have contact with community services agencies. The

most victimized or the poorest individuals may self-select into the study causing a

sample bias. However, it is well documented in the literature that the world of

prostitution is not very accessible to outside researchers, thus making random

sampling virtually impossible. There are many barriers including ethical

considerations that limit the extent to which researchers can draw on this population.

Indeed, large samples are also rare (i.e. those exceeding 200 respondents). Similar

barriers to access were encountered in gathering data for the current study. For these

reasons, the findings and conclusions are qualifìed in terms of representing the wide

array of experiences within the population of sex trade workers in Winnipeg. The

conclusions drawn may not be generalizable to reflect the economic reality of all

prostitutes in the region, though the data in Tables 1-4 show similarities to several

other Canadian research efforts.

Secondly, the methodology of using personal interviews implies that the

reliability of the data depends on the subjective judgments of the participants. Since

the recollection of past events is a significant issue, a vanety of tools managed this

problem. First, a minimum of three sessions (around 1.5 hours each) were held with

each case study informant, which allowed for fuller recall and checking back on

personal records. The participants had access to the interview instruments in advance

of the sessions. Second, the health cost estimates are reported based on the

respondents' utilization of services for major health crises only, such as

hospitalizations for life-threatening infections or, conversely, where reasonably
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consistent behavior was expected, such as bi-annual checkups for sexually

transmitted infections. For the year 2003, several participants checked back on their

personal calendars to confirm their appointments with medical practitioners.

Third, to estimate the contacts with other social services, the cost calculations

take account ofthe use ofservices that were accessed by the respondents on a routine

basis only and where reasonable recall is the expectation, such as weekly counselling

sessions. Services that were accessed sporadically are excluded. Fourth, the

participants signed a consent form giving permission for a review of their file at

TERF, which served as a cross-checking technique on some reported events. The

conduct of these reviews provided supporting documentation of the respondents'

involvement with the justice system and other social services, such as income

assistance, housing subsidies and contacts with child protection services. Finally, to

further enhance recollection, the participants reviewed an extensive checklist of the

social services available in Winnipeg. This process helped them to remember some of

their one-time contacts, such as participating in a learning assessment or a parenting

course. Certain other contacts were memorable in terms of recalling their experiences,

such as the number of times the participant stayed in a detox facility or a 30-day

addictions treatment program. A stay in these facilities is generally for a preset

number of days.

While all methodological approaches have a variety of shortcomings, the main

pu{pose of this research is to capture a snapshot view of how cost effrcient and

effective Ndaawin program activities could be if they help only a few individuals,

although expectations are that many youth will receive lifelong benefits from the
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program initiatives. Hence, this was the rationale for the chosen conceptual

framework, which involved interviews with transitioned sex trade workers. This line

of enquiry had the best chance of providing evidence of the demand on society's

institutions in the event that a youth is sexually exploited through prostitution. By no

means will the study capture the full realm of costs. This research does manage to

capture the typical costs, which may be an underestimate of the true costs, especially

when broader societal effects are taken into consideration.

Tables 1-3 list the demographics for the current study's full sample (n:62)

with separate figures reported for the eight case study participants. Most of the

prostitution research captures primarily qualitative data on family background, abuse,

age of entry and years involved in the sex trade. Mclntyre (2002) conducted a

longitudinal study of the process of leaving prostitution. However, the analyst

provides no statistical data on the education, training or employment status of the

study's participants, and neither was data captured on the role of health issues in their

reintegration into the mainstream.

Though it is diffrcult to assess whether the current study's sample is

representative of the population of sex trade workers in Canada, a comparative

analysis with the recent Benoit and Millar (2001) survey and other available sources

provides evidence that there are not huge variations in some of the influencing

characteristics that lead to a high demand on public resources.

4.6 An Overview of the Demographics
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TABLE 1:
Participants'
Characteristics
Age

Age range
(in years)

Mean
n:8

Aboriginal

32.75

o/o

n:8

Years of elementary
and hish school

26- 46

Mean
n:62

Completed high
school or Grade 12

Equivalency Diploma
(GED)

30. I

o/o

n:62

18 - 46

Received vocational
or specific on-the-job
trainins

Comparisons with other studies in the
prostitution literature and the Survey of
Labour and Income Dvnamics ISLID)

87.5

8.75

Received some
universitv or a desree

Benoit & Millar (2001): 32 years; Cler-
Cunningham & Christensen (2001): 25.9 vears

Those not currently
working for a wage
(not attributed to a
permanent disabilitv)

Benoit & Millar (2001): 17 - 60 years; Busby
et al. (2002): l8 - 36 years; Cler-Cunningham
& Christensen (2001): 15 - 51 (n:183 female
oarticioants)

90.3

37.5

Respondents with a

long-term chronic
health problem

8.7

Benoit & Millar (2001): 14.9%; Busby et al.
(2002): 7 ÙYo ltboriginal in Manitoba;
Mclnty'e 2002: (Alberta) -- 26% Aboriginal;
Cler-Cunningham & Christensen (2001):
3 l. l% (Vancouver. British Columbia)

Respondents with
work limitations**
(excluding those with
a long-term chronic

50.0

Benoit & Millar (2001): median Grade l0;
SLID Aborisinal women: l1 vears

2s.8

health

0.0

SLID Aboriginal women - 57.2%; Benoit &
Millar (2001):37.7Yo of exited prostitutes;
33o/o of Aboriginal respondents; Cler-
Cunningham & Christensen (2001): 37.6%
(BC); Shaver 1996:43%;o not completed high
school (Montreal 199 I ):

Currently employed
nrob

50.0

Mean wages

þaid in jobs after
exiting the sex
trade)*

lem

2s.8

)

25.0

6.5

For comparative purposes, the demographics for the case study participants (n:8) are listed separately from the sample
of former sex trade workers who participated in the labour market interviews (n=62).
*Hourly wages (converted into 2003 dollars) a¡e based on an average over a six-year panel from 1998-2003.
The author calculated the SLID figures. Since the Suwey of Labour and Income Dynamics public use files do not
identif the Aboriginal observations, special permission was obtained to use the intemal files at the Statistics Canada:
Winnipeg Research Data Centre.
** A work limitation may occur if the respondent has a sex trade related health issue, which, in her estimation, is
preventing full participation in the labour ma¡ket for a temporary period only.

SLID Aboriginal women: 10.6% (vocational)

SLID Aboriginal women: 31.1%

s0.1

50.0

Benoit & Millar (2001): 57.4Yo of exited sex
trade workers are not presently working at a
paid job. Mclntyre (2002): no figures
provided -- few respondents were employed

s9.79/
hour

22.5

2s.0

Not available in other Canadian studies

34.0

s8.77/
hou¡

Not available in other Canadian studies

27.4 Benoit & Millar (2001): 40.9% female;
SLID:75o/o of Aboriginal women
Benoit & Millar (2001): median $11,446 per
annuln, which is 54.4%0 of earnings in the
general female population;
SLID Aborieinal women - mean $11.77lhour
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Former sex trade workers have low education and employability, thus a higher

probability of accessing social assistance, irrespective of their family heritage. For

instance, though the current study's sample consists of mainly Aboriginal women,

these individuals' labour market characteristics are similar to those participants in the

Benoit and Millar (2001) study whose sample consists of only 14.9% Aboriginal

respondents.

TABLE 2:
History of
Involvement in
the Sex Trade

Age of entry into
the sex trade

Mean
n:8

Number of years
involved

Number of years
since
transitioning into
mainstream
societv

Mean
n:62

15.8

Comparisons with other studies in the
prostitution literature and the Survey of Labour
and Income Dynamics (SLID)

11.25

r6.2

Benoit & Millar (2001): Aboriginal -- median age is
l7; McCarthy (1995) - 16.3 years; Mclntyre 2002:
age l5; Manitoba Child and Youth Secretariat (1996)

- 13 to l5 years; Badgley (198a): 50% -- < 15 yrs;
Busbv et al. Q002\: 7 5% -- <16 years old.

5.7

Moreover, a comparison with Aboriginal women only in the Survey of Labour

and Income Dynamics (SLID) from the provinces of Manitoba and Saskatchewan

reveals that the SLID respondents are likely to have higher levels of schooling, with

57.2% having received a high school diploma and 75%o participating in the labour

market. The evidence suggests that the extent of the respondents' dependence on

social assistance may be due to the social and economic marginalization brought on

by their sex trade background, in contrast to their Aboriginal heritage.

10.1

Benoit & Millar (2001): 62.5% 5+ yrs; Mclntyre
(2002):6 years; Busby et al. (2002):22.2% 6-10
years;34.7%o > I I years; TERF program: 12 yrs
lSocial Plannine Council of Winnipes 2002)

3.8 N/A
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TABLE 3:
Family Status

Marital Status:
- single, separated, divorced,

no children in household
- married or common-in-law

children in household
no children in household

- lone oarent
Number of children born to
respondents*
(mean in oarenthesis)

Total
n:8

Number of dependent
children currently living
with resoondents

o//o

n:8

Number of children born to
respondents and currently in
other care arrangements

Total
n:62

s0.0

0.0
0.0

50.0

o/o

n:62

Comparisons with other studies in
the prostitution literature and the
Survey ofLabour and Income
Dvnamics (SLID)

t7
(2 .13

62.9

3.2
t4.5
19.4

)

Respondents that are
currently living with at least
one dependent child

J

SLID Aboriginal women only:
33.9%

29.4%
13.9%
22.8%

Respondents who were
involved in the child welfare
system as youth: foster care,
group homes or institutional
care arrangements

103
(1.66)

12

21

Mclntyre 2002:75o/o of exited sex
trade workers subsequently became
mothers.

Years received income
assistance in the past 6 years

79

N/A

Benoit & Millar (2001) study --their
respondents' children were at high
risk ofbeing placed in other care
arrangements (no figures provided);
Busby et al. (2002):33.3%had
children under age 18 and while
involved in the sex trade; 60% no
longer have custody ofthese
children.

37.5

*some children are currently over age 18, and they are no longer dependents.

Nevertheless, their disadvantaged histories involving sexual abuse and poor

social skills from family dysfunction may have resulted in substance misuse and the

high demand on social services irrespective of engaging in prostitution. Even under

these circumstances, however, a program such as Ndaawin offers a personal support

system that deals with these social situations. Benefits (or cost avoidance) may accrue
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62.5

22.6

62.3

Benoit & Millar (2001): 42.6%
exited sex trade workers.

Not
Avail
-able

Benoit & Millar (2001): 57.2Yo;

Aboriginal -- at age l0:46.7Yo
Gorkoff and Runner (2003): 63.0%;
Mclntyre (2002):60.0%

65.3
SLID Aboriginal women: 15.9%;
Mclntyre (2002) and Benoit & Millar
Q00l): no available fìgures, but the
analysts reported a significant
reliance on govenìment assistance for
those not supported by relatives.



even if there were a possibility that the youth would never have entered the sex trade

to begin with.

4.7 The Findings:
The Financial Impact of the I)emand on Fiscal Resources

The interview process revealed lower lifetime productivity and damage to

physical and mental health when a youth is entrenched in the lifestyle of a sex trade

worker. There is a significant probability that serious addictions will engulf their

lives, including intravenous drug use, which the participants attributed directly to this

lifestyle. To summarize the full sample (n:62), just over two-thirds (67.7%) had

either not used drugs or alcohol before the initial entry (14.5o/o) or they had been

casual users and self-identified as not being addicted in any significant way (53.2%).

Approximately one-third of the respondents had developed an addiction to alcohol or

drugs prior to their involvement in the sex trade. However, once engaged in

prostitution, the majority of the youth switched from alcohol and marijuana to more

harmful substances, such as smoking crack or rock cocaine, crystal meth

(methamphetamine) and injecting heroin or cocaine. Several respondents commented

that the nature of the work and the lifestyle perpetuated the increased use of

substances, as it became a coping strategy.

The remaining sections exempliff the fiscal impact of drug addiction among

other sex trade related afflictions. On aveÍage, the incremental public services

provided to the participants and correlated to this lifestyle exceed $0.4 million over

the individual's lifetime. The government recoups the net present value of the
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investment in the Ndaawin intervention strategy, totaling 5761,143, if fewer than two

youth are prevented from becoming involved in the sex trade86. Since there is

evidence from the outcomes evaluation that the risks of exploitation have been

reduced for some of the children who received the intervention, this means that they

will likely avoid the fiscal costs that are described in this section -- health costs,

criminal justice and the fiscal consequences of labour market losses (for example,

lifetime dependence on income assistance), as well as the personal pain and suffering

that ensues from this lifestyle.

In Figures 2 and 3, the expected financial values of service utilization is

calculated based on data gathered from the case study informants on their demand for

public services over two lifecycle periods. This series of fiscal estimates reveals that a

prevention strategy has the potential to create cost effrciencies in terms of a long-term

reduction in the demand for reactive programming. Key findings of the fiscal effects

include:

l. Fiscal expenditures related to violence and the criminal justice system

were incurred primarily during the period of involvement in the sex trade. The

demand on the justice system following the transition was only for the purposes of

clearing up legal matters related to the women's conflicts with the law in the earlier

period.

tu Although actual funding totaled g799,645, the estimated net present value of this support is
$761,143. Funding was granted for each of the following fîscal years: 2001-$70,391,2002-9169,602,
2003-$187,510,2004-5240,174,2005-$131,968. An inflation factor is applied to the past years'
allocations and the 2004 and 2005 funding is discounted to the 2003 present value, for a total of
5761,143. A more detailed financial accounting of the actual expenditures plus the in-kind
contributions is provided in Appendix C.4.3.
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2. A few case study respondents who had not sought treatment for addictions

while engaging in the sex trade, reported that they subsequently stopped using drugs

and/or alcohol on their own during the transition period. As shown in Figure 2, the

fiscal costs related to violent incidents were lower for these individuals. Likewise, the

incremental criminal justice, social services and medical expenditures were around

90%o of the expenditures incurred for those who had sought treatment for addictions.

3- Figure 3 reveals a clear pattern in the expenditures. The diagram

summarizes the lifelong incremental expenditures from having been involved in the

sex trade. Compared to those women for whom addictions treatment was not

required, the case study informants who had sought help for addictions had fourfold

higher medical costs and 1.6 times costlier access to social support services.

Similarly, there is a close correlation between addictions treatment and substantially

higher mental health expendituressT. As stated earlier, the high probability of

exacerbated addictions weighs heavily on the demand for public resources.

4. In sum, the incremental expenditures reported in Figures 2 and 3 total

$3.55 million, which is approximately $444,024 per case study informant. This is a

conservative estimate, as the methods used in this study likely underestimate the true

incremental costs resulting from sex trade activities.

tt Some respondents did not access treatment following the transition because they felt that it was not
required for their particular circumstances. These assumptions were derived from the discussions of
addictions treatment during the interviews. This does not mean that the women were not heavy users
while involved in the sex trade. All case study informants acknowledged the heavy use of alcohol
and/or substances. However, those individuals for whom addictions recovery did not involve access to
communify resources appear to have lower lifetime costs in all of the social services areas under study.
Arguably, however, those who seek help are likely to be referred to other support agencies and, hence,
higher expenditures are incurred.
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To these expenditures, the value of tax revenues lost to the govemment from

two sources are added:

a. Lost taxes over the period of sex trade activities: these taxes are valued at

approximately l0%o of potential earnings in the formal labour market, totaling

$95,121. Lost tax revenues are estimated from legitimate earnings in the labour

market, as opposed to illegitimate earnings from sex trade activities. This

underestimates lost tax revenues to the government.

b. Lost taxes from 65 years of productivity losses due to health issues, plus

an additional 39 years for which a weighted calculation of workdays lost due to

disability is estimated, totaling a net present value of $91,42988.

In the remaining sections, the specific findings for each of the fiscal cost

categories are described in more detail.

88 For this calculation, the net present value of future productivity losses is summed for each in-depth
interview respondent based on projected gross earnings ($839,441) and earnings net of taxes
(5748,012)- Tax rates varied depending on the respondent's taxable earnings. The difference ($839,441
minus $748,012) equals the net present value of lost taxes to the government. A random effects
regression model predicted the participants' future earnings (see the earlier Chapter 3 for a description
of the model).
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FIGURE 2: FISCAL COSTS DT]RING TIIE PERIOD OF II\¡-VOLVEMENT IN
TI{E SEX TRADE (average fiscal costs per respondent in parentheses)

no social/medical services - $00

access to social/medical services

no violence
$00

services for treating addictions: detox,

emergency room visits, a stay at a drug and

alcohol treatment facility - $34,678.

TOTAL COSTS

$1,064,273
($266,068)

costs incuned from violent incidents:

interventions - emergency room visits, tests,
surgeries; justice system costs - $44,550.

(3) conflicts with the law : police, courts,

incarcerations, probation, legal aid - $518,487.
(4) costs for medical interventions - $78,323,

mental health services - $49,513; outreach van
and drop-in facilities & costs involved in

transitioning attempts - $398,979; income
assistance - $388,760; involvement with child

protection services - $452,392; subsidized
housing - $16,800;

no msts incuned

to treat addictions:

50% -- $ 00

no criminaljustice

$oo

criminal justice

system

no social/medical services - $00

$6,535
n=3

$143,959
n=3

no social/medical services - $00

access to social/medical services

Total Column Ø\: $1.384.767.

servtces

no criminal justice

$00

criminal justice

system

$433,918
n=3

no violence

$oo

acess to social/medical services

$106,300
n=l

s584,412
($194,804)

access to soci

no criminal i

no social/medical services - $00

ï227,497
n=1

$00

access to social/medical

$333,797

no socral/medrcal servtces -

($333,797)

Total Fiscal Costs 91,982,482
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FIGURE 3: LIFELONG FISCAL COSTS FOLLOWING
THE TRANSITION INTO MAINSTREAM SOCIETY

(average fiscal costs per respondent ¡n parentheses)

(4)

(1)
costs for

addictions
treatment

(2)
lifelong

medical costs

5%: $115,35
n=6

(3)
mental health costs

$217,428
n=6

$251,002
n=6

no mental
health costs

$799,813
n=6

no access to social services

$00

mental health

$00

no access to social services

$00

no costs for

TOTAL COSTS

$1,383,594
($230,599)

25%: $00
n=2

$00

access to social services

lifelong
medical costs

(1) fìscal expenditures for detox, emergency
room visits, day programs or a stay at a drug

and alcohol treatment facility- $1 15,351
(2) incremental medical expenditures for

conditions related to sex trade activities and
addictions; regular doctor visits, tests and

treatments -9235,257
(3) ongoing therapy related to personal

development, past violence, etc. - 9251,002
(4) access to community support services

$162,7 92; child protection services $31 2,739;
housing subsidies $133,754; income

ass¡stance $358,660; justice g1 54;
Total column (a): $968,099

$17,829
n=2

$00

mental health costs

$00

$00

no mental
health costs

no access to social services

$00

access to social services

$00
no medical costs

$oo

mental health costs

$00

access to social services

$168,286 n=2

no mental
health costs

$00

no access to social services

$00

servrces

$186,115
($93,058)

$00

access to social services

$00

no access to social services

$00

TOTAL COSTS $1,569,709
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SUMMARY
Total incremental fiscal costs for the I particicipants,

including lost tax revenues, for each period of the
lifecycle. while the respondent was involved in the sex

trade and following the transition into mainstream
society -- $3,738,741 ($467,343 per in-depth

i nterview pa rtici pant)

Net present value of government funding allocated to
Ndaawin over 5 fiscal years $761 ,143

The investment is recouped if fewer than 2 youth are
prevented from becoming involved in prostitution (the

average is 1.6 youth).

4.7.1The Fiscal Costs Related to Violence in the Sex Trade:
$44'550 (n:8)

In several studies, the majority of sex trade workers have reported that

violence is a major occupational hazard, and the women view it as one of their

biggest health threats (Benoit and Millar 2001; Downe 2003,89; Gorkoff & Runner

2003,19). FurtherTnore, prostitutes are concerned about the possibility of contracting

sexually transmitted infections from the violence, including HIV/AIDS, though they

view it as being "part of the life" (Downe 2003; McKeganey and Barnard 1996;

Nixon and Tuffy 2003).

Based on the subsample of eight case studies, fiscal costs related to violent

acts occurred for 87.5% of respondents and 75Yo required hospitalization at least

oncese. The respondents conveyed accounts ofassault and battery from bad dates and

tn In Mclntyre's (2002) sudy,82%o of respondents reported violence while in contact with a customer.
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pimpse0, rape, being attacked by a gang or other street-involved individuals,

kidnapping, a gun held to the head, pulled hair, as well as being kicked, slapped and

punched in the face. Many physical injuries requiring medical attention were

sustained, such as fractured ribs, a dislocated jaw, major trauma to the head, a broken

wrist, ankle and toes, a dislocated finger, lacerations to an eyebrow or lips requiring

stitches, black eyes, patches of hair pulled from the head and countless bruises.

The frequency of violence while engaging in the sex trade and from other

street-involved persons, though not always requiring access to public services, ranged

from one incident for the entire period of involvement in the sex trade to an estimate

of three times per week on average. lndeed those who were street-involved met with

the majority of violent acts. The range of service utilization, representin g 68% of the

fiscal costs, included the medical system, such as treating wounds at a drop-in centre,

accessing a nurse practitioner, a psychiatrist, medications, hospitalization, emergency

services for stitches and a rape kit. Doctors' and surgeons' fees were paid out for day

surgery and to repair broken boneser. Other expenditures (32%) included police

interrogations, investigations, court hearings, trials and meetings with crown

attorneys. Some assaults relating to bad dates or violent pimps were investigated and

e0 The participants identifred a complex array of personal relationships with boyfriends that were drug
dealers and pimps but, essentially, the latter were knowingly living off the avails of prostitution. Thus,
in this report, these partners are referred to as pimps. Seven of the eight respondents reported daily
abuse, both physical and mental abuse from their partners, often over a period spanning several years.
er The costs for visits with medical professionals, such as general p.u"ìi". phyìicians or psychìatrists,
were obtained directly from the Manitoba Health Physician's Manual, which provides a list of the
billing tarifß.
(available online at: http://www.gov.mb.calhealth/documents/physmanual.pdf). The 1999 Cost List for
Manitoba Health Services provided a secondary sowce for estimating the costs of procedures, such as
day surgery (Jacobs et al. 1999). The respondents were admitted to three hospitals in Winnipeg: the
Health Sciences Centre, St. Boniface Hospital and Seven Oaks Hospital. The per diem rates for the
latter are $1,150, $1,060 and $685, respectively. These three hospitals'outpatient billing rate to
Manitoba Health is $153 per visit and day surgery is $400. This cost data was obtained from staffat
the Manitoba Health: Insured Benefits Program, which sets the rates for all health services in the
province.
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prosecutede2. The absolute minimum fiscal expenditures for the scenarios that the

case study participants could recall totaled $44,550.

For the majority of incidents, the youth simply returned to work immediately

after an assault, partly from a fear of apprehension by child protection authorities.

Many respondents reported that illicit drugs generally stultified the emotional pain

and suffering. Nevertheless, violence may account for the high prevalence rates of

depression, the intensification of anxiety and post-traumatic emotional distress, and

the ongoing battle with addictions reported in Table 4 below.

4.7.2 Health Care Costs

Costs incurred while
involved in the sex trade

Research on prostitution has traditionally focused on two major health issues

that have been associated with sex trade activities: HIV/AIDS and the Hepatitis C

virus (Downe 2003). From the labour market interviews, the full sample of sixty-two

study participants provided data on the role of health issues in the prostitute's

reintegration into mainstream society. The findings, as listed in Table 4, reveal that

the aforementioned conditions are only a few of a wide range of health-related issues

that are afflicted on former sex trade workers and, in particular, which prevents full

participation in mainstream society.

$78,323
(Figure2-Column4)

Costs incurred after
exiting the sex trade

s235,257
(Fieure3-Column2)

Total Costs
(n:8 case studies)

e2 The costs of penalties for the perpetrators of violence against the respondents are excluded. These
individuals may have also made use of the legal aid system. During the interview process, the issue of
violence was understandably a sensitive topic for some respondents, thus limiting the extent to which
the investigator could gather complete data in this area. Therefore, these costs are a minimal estimate.
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TABLE 4: The prevalence
rates ofvarious health
conditions reported by
former sex trade workers

Hepatitis C*

HIV/AIDSX

Current study:
Case study

subsample n:8
o//o

Depression*

Current study:
Full sample

n:62
Yo

50.0

Anxiety attacks and
emotional trauma*

Not available

Ongoing addictions issues
(related to persisting
struggles with alcohol and
illicit drugs)*

29.0

Prevalence rates in other
Canadian research on

prostitution

37.5

Benoit & Millar (2001): 35.2Yo of
exited workers; Downe (2003): no
prevalence figures reported, though
this was a significant health issue
for the resoondents.

4.8

Learning disabilities, due to
heavy use ofillicit druss*

Chronic fatigue*

Benoit & Millar (2001) - 3.l25Yo;
Health Canada (2001) - HIV
Incidence: 1%o in a Montreal youth
study to 36.8% in a Vancouver
study

62.s

35.5

Ever had an abortion
Ever had a sexually
transmitted infection

75.0

**Benoit & Millar (2001): 48.1%
of exited prostitutes; Aboriginal
30.7% (also includes those who are
still working in the sex trade);
Downe (2003): no reported figures,
but many accounts ofdepression
among the respondents.

Ever had Gonorrhea ***
Ever had Chlamydia ***

58. l

Ever had SvDhilis t"'*'
x Since the labour market interviews gathered data on the role of physical and mental health issues in the
former sex trade worker's reintegration into the mainstream labour market, this health information was
collected from the full sample of participants (n:62). A minority of participants has a health issue but did
not identify it (around l0%) and others may have reported more than one condition (53.2%). The figure of
58.1% for anxiety attacks/emotional trauma incurred by the sixty-two respondents is an estimate based on
discussions during the semi-structu¡ed interview sessions pertaining to the lack of participation in the
labour market.
** Statistics Canada (2000) reported that6zo of females had an incident of depression n 1996/97 (cited in
Benoit and Millar 2001, 68).
*xx In the general population, the prevalence of these sexually transmitted infections is below l%:
Gonorrhea (.068%), Chlamydia (.97%) and Syphilis (.0004%) (Statistics Canada 2000; also see Downe
2003).

75.8

12.5

Benoit & Millar (2001): 519% &.

53.7% respectively, exited workers

12.5

Benoit & Millar (2001): 30.8%
injected heroin in the last 6 mos;
20.8% exited used crack in the past
6 mos; l7o/o exited used heroin;
Downe (2003): no prevalence
figures reported, though many
respondents identified addictions
as a health issue.

50.0

50.0

4.8

37.5
50.0

6.5

Not available

37.5

N/A

Not available

Benoit & Millar (2001): 12.9%;
Downe (2003): approx.50% -
seneralized fatieue

Not ava

Not available
Not ava

Benoit & Millar (2001\:52.8%

lable

Benoit & Millar (2001): 54.2%o;

multiple infections -- 57.8%
MacDonald et al. (1994): 68.0%

lable

Benoit & Millar (2001): 33.8%
Benoit & Millar (2001): 36.3%
Benoit & Millar (2001): 22.9%
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The far right column shows comparisons with other recent literature. For

many conditions, which may involve a sustained demand on public resources, the

prevalence rates are similar to Benoit and Millar's (2001) study. There is little

controversy that the sex trade is a stressful occupational choice, and a consequent

hazard after transitioning is the high incidence of suffering from debilitating mental

health conditions over their remaining lives (Downe 2003; Gorkoff and Runner

2003). Several of the exited respondents of the Benoit and Millar (2001) study linked

their poor psychological health to having worked in the sex trade. Consistent with the

current study, over half had sought treatment for a psychological issue, and not

surprisingly, their poor sense of emotional well-being persists after an exit (p.70-72).

In the Girl Child study (a project of the Status of Women Canada), 47.5%o of

the respondents experienced extreme fatigue and sleep deprivation spanning several

years over their engagement in prostitution (Downe 2003). Though youth prostitutes

tend to avoid medical care while they are involved in the sex trade since they view

mariy practitioners as judgmental and stigmatizing (Benoit & Millar 2001; Nixon and

Tutly 2003), the current study's informants (n:8) reported accounts of medical

emergencies where contact with the health care system was unavoidable, totaling

578,323. Such instances for conditions related to sex trade involvement only

included:

o Regular visits to a clinic for sexually-transmitted infections (STI) testing and

treatments; abscesses on the arm from needle use; inflammation of the feet from

improper footwear; bladder and kidney infections;

t96



Hospitalization from life-threatening infections, due in large part to delays in

seeking medical attention; pneumonia from sharing pipes; abortions; biopsies for

cancerous cells on the cervix; oral thrush; tuberculosise3;

Hospitalization for suicide attempts, followed by visits with a psychiatrist;

Dentist costs for an abscessed tooth, repairs to teeth and gums from heavy cocaine

use and poor selÊcare, paid for by the government through an income

maintenance pro grameo ;

o Respondents utilized the

medicine, psychiatry,

practitioners.

Not surprisingly, women leave the sex trade with tremendous physical and

emotional health challenges. Moreover, the estimates of these challenges are

incremental costs, which are directly or indirectly related to the individuals'

engagement in the sex tradees. The respondents revealed that sex trade workers

typically get arthritis in the hands, fingers, feet and knees from standing in cold

weather for many hours, in particular, during the winter months. Years of wearing

improper footwear, such as high heels, caused orthopedic problems with their feet and

services of medical specialists in the fields of internal

orthopedic surgery, gastroenterology and nurse

e' The cost for treating an uncomplicated and non-drug-resistant case of tuberculosis in Canada is
$2,500 per treatment (1997 dollars), according to the Canadian Institute for Microbiology and
Infectious Diseases (CIMID). A drug resistant case totals $330,000. An inflation factor of 2%o per
annum is applied to adjust these amounts to the 2003 value (Hales et al.2002).
ea A dentist supplied estimates of the costs of the particular dent¿l treatments received by the
respondents. For instance, an abscessed tooth will most likely require a root canal and filling,
averaging around $640. Fillings for decayed teeth usually fall in the range of $80 - $200. These are
also the standard recommended fees by the Manitoba Dental Association.
es It made no sense to compare the women's usage of the health care system to the general population
and possibly even other Aboriginal citizens. Even if individuals had never entered the sex trade, the
disadvantages from their earlier lives may have resulted in greater use of the medical system and other
social services. Therefore, a more appropriate method was to ask the respondent to identif health care
usage, which was directly or indirectly correlated with sex trade activities.
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back pain. Poor nutrition, drug and alcohol misuse contributed to conditions such as

acid reflux and high blood pressure, as well as intensifring other familial types of

illnesses, such as asthma and diabetes. Some \ryomen were diagnosed with mental

health conditions, such as post-traumatic stress and coping reactions.

Following the final transition into mainstream life, the eight case study

informants accessed medical services totaling 5235,257, as follows:

o Ongoing follow-up visits to physicians for conditions, such as back problems,

arthritis symptoms in hands and knees, STI checkups, monitoring Hepatitis C and

liver assessments and monitor depression medication;

Respondents received free prescription drugs, paid by the government, for

conditions such as acid reflux, arthritis, depression, sleep disturbancese6;

Ongoing dental care to repair tooth decay from years of drug use;

Medical specialists in the fields of intemal medicine, psychiatry. orthopedic

surgery, chiropractic care, gastroenterology, physiotherapy, and nurse

practitionerseT;

o

o

o Participation in the Rebetron study for the treatment of Hepatitis C.

To preserve the anonymity of the eight case study participants, the findings

for the full sample (1162) only are reported, which is that 4.8%o of respondents are

HIV positive. An earlier literature review of the risk factors and prevalence of HIV in

e6 Estimating the market value of the prescription drugs required the expert advice of a pharmacist who
provided the typical costs of the more popular medications for a variety of conditions. For instance,
medication for acid reflux averages around $37.50 per month. Likewise, the popular medications for
d,epression cost around S33.00 per month. A prescription for penicillin is priced at an average of $20.
'' A community support agency supplied the hourly rate for a nurse practitioner's salary and benefits
(around $30.20lhow). A visit to a chiropractor costs Manitoba Health S9 (available online at the
Manitoba Chiropractors Association's website: mbchiro.org).
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female prostitutes in developed countries revealed somewhat mixed and contradictory

findingses. Some research emphasizes that HIV is largely an issue arising from

contaminated needle use and so the incidence in Canada is low even when there is

minimal condom useee. However, one 1998 winnipeg study found that 70%o of

females (of the 608 injection drug users) had been paid to have sex, and25%o did not

regularly use condoms with clients. Moreover, 36%o had more than 500 lifetime

sexual partners, a good indication that they were involved in the sex trade (City of

Winnipeg 2001; Health Canada 2004).

Nevertheless, AIDS involves a significant demand on health care costs. The

discounted lifetime direct costs for one episode of infection are estimated at $153,000

(Albert and Williams 1997). There is also the possibility (albeit low) that the sex

trade worker could transmit HIV to johns. For instance, public health authorities have

stated that, during 1998, in Vancouver, sexual contact with prostitutes may have

afflicted eight heterosexual men with the HIV infection (Aids Vancouver 2002: I3).

The Hepatitis C virus, contracted by 29% of this study's respondents (n:62),

is another alarming health threat of epidemic proportions. In the Benoit and Millar

nt There are disparities in HIV prevalence rates found in the studies of the Health Canada:2001 HIV
incidence report. The prevalence of HIV varies from 0.95% in a B.C. HIV testing clinic to 16.4%o in
an Ottawa progrÍrm. Both statistics apply to non-injection drug users (non-IDU). For the prostitution
cohort who also injects drugs, the prevalence of HIV was much higher: l%o in a Montreal street-youth
study to 36.8% in a Vancouver study. The Benoit and Millar (2001) study in British Columbia found
that 5 of the 160 female respondents (3.125%) were HIV positive. However, the researchers attributed
the contraction ofHIV to injection drug use (as opposed to sex trade activity). One respondent believes
that she had contracted HIV through heterosexual contact with a high-risk romantic partner and not the
sex trade (p.74). These conclusions are consistent with other studies, such as Jackson and Highcrest
(1996) (cited in Bittle 2002). Injection drug use, sharing needles and sexual contact with high-risk
boyfriends are the major transmitters of HIV (Downe 2003), although there is considerable overlap
between these variables and sex trade activities.

'n In some literature, emphasis is on the regular physical assaults afflicted on sex workers and not HIV
as the biggest health threat (McKeganey and Barnard 1996). Although, in the Girl Child Project, the
respondents associated the assaults with other health problems, such as HIV/AIDS, the hepatitis
viruses and their substance abuse (Downe 2003).
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(2001) study, approximately one-third of the respondents had contracted Hepatitis C.

However, this affliction (and the HIV virus) was attributed to injection drug use

ftr.81-82). But again, we must consider that several risk behaviors are interconnected

for women involved in prostitution and the overlap with injection drug use is often

part of the lifestyle. In the Cler-Cunningham and Christensen (2001) study, 80%o of

female injection drug users worked in the sex trade. Thus, a prevention measure,

which dissuades youth from engaging in prostitution, an activity that is co-

determinate with drug use, may be a cost effective strategy (see the earlier discussion

of the children's comments on what they learned at Ndaawin about drugs and

prostitution).

Approximately 85%o of Hepatitis C cases will become a chronic illness,

causing liver problems, such as cirrhosis, cancer and liver failure (Health Canada

1999, cited in Benoit and Millar 2001). Treating Hepatitis C with the Rebetron

medication may cost up to $30,000 for one individual. A liver transplant costs

$250,000 in total (Health Canada. Canada's Drug Strategy 2001), though it is

improbable that this would be an option for the participants in this study - or most

others.

Based on the HIV prevalence estimates in the current study and other

research, if a reasonable assumption is that 3%o of prostitutes are HIV positive, and

there are 500 street-based youth sex trade workers in Winnipeg, this illness could

eventually cost the local health care system approximately $2.3 million dollars in

direct expenditures. Savings in this area could potentially fund around 12 years of

Ndaawin operations or similar prevention activities. Likewise, for Hepatitis C,25%o
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of the case study respondents participated in the Rebetron study at an average cost of

$25,000 per person. An assumption that 30% of 500 youth sex trade workers in

Winnipeg are afflicted with Hepatitis C, with 25.0% requiring Rebetron or a similar

treatment, yields a total cost of 38 individuals times $25,000 : $950,000. This could

pay for five years of Ndaawin's operations.

Although the consequent health care utilization ought to concern

policymakers, the long-term ramifications of these illnesses are their potential for

displacing former sex trade workers away from the legitimate labour market. As these

conditions exacerbate fatigue and feelings of ill health, the current study's

participants experienced physical constraints and depression, which prevented them

from working at a job. Thus, these women are apt to depend on social assistance,

which is readily available to those who qualifr as having physical and mental health

limitations. For the full sample (n:62) in the current study, 22.5% of the participants

receive disability frrnding from welfare agencies primarily due to the hepatitis or

HIV/AIDS conditions. There is no requirement that they f,rnd a paid job in the labour

market. The net present value of the government assistance that will be funded to the

participants until age 65 totals $1,154,818 (based on 2003 rates)100. These individuals

will have lost 455 full-time equivalent years in the legitimate labour market from

chronic illness. These welfare funds would also cover around 6 years of funding to

Ndaawin or a similar prevention strategy.

t00 A2%, inflation factor (Hales etal.2002) and a social discount rate of l0% is projected (Canada:
Treasury Board 1998). The calculated value of $1,154,818 is not included in Figures 2 and 3, which
pertains to the eight case study informants only.
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4.7.3 The Policing, Justice and Corrections Systems

Cost Category

Police
Courts
Leeal Aid
Incarceration
Community Services
(ProbationÆarole)

Costs incurred while
involved in the sex

trade

Cost Recoveries

Total Costs

sr46.62s

A further gap in the research is the lack of prevalence and frequency data on

the sex trade worker's conflicts with the law and the fiscal processes in their

resolution. This part of the interview required detailed recollection of their

experiences during a period in which the women were often heavily addicted to

substances, though data recorded in the TERF files provided a secondary source of

confirmation for several convictions I 01.

The majority of the offences and charges occurred throughout the period of

engagement in the sex trade. The demand on the justice system following the

participants' transition into the mainstream was only for the purposes of clearing up

outstanding charges related to their conflicts with the law during the earlier period.

$29,483
$30.804

s292,329

Costs incurred
after exiting the

sex trade

srg.247

$518,487
Figure2 -
Column 3

$0
s632

Total Costs
n:8

participants

$0
$0

$0

st46.62s

-$478

$1s4
Figure 3 -
Column 4

$30"1 1s

s30.804
s292,328

s19,247
-$478

$518,641

tot The ideal methodology would have been to access the respondents' charges for offences through
justice sources. However, requests for consent to gain access to the participants' private information
resulted in none of the women expressing willingness to access personal information of this nature for
the purposes of this study (see the in-depth interview instrument for the method of requesting the
information).
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The eight case study informants' recollections plus the TERF files accounted for 132

charges for the following offences:

o communicating for the purposes of prostitution: 42 charges;

o possession ofstolen goods; shoplifting; theft under $1000: l0 charges;

o break & enter: 4 charges;

o uttering threats & public mischief, 2 charges;

o impersonation; fraud, including bad checks & stolen I.D: 6 charges;

o assault, including with a weapon; assaulting a peace ofFrcer: 7 charges;

o trafficking/possessionofnarcotics: I charge;

o failure to appear in court; failure to comply breaches; breach of probation:

55 charges;

o robbery, including with violence; armed robbery: 5 charges.

Only one of the eight case study participants, with a minor sunmary

conviction, was not involved with the justice system in any significant way. When

asked about the influence of sex trade activities on an individual's involvement in

non-prostitution related crimes, the other seven women reported an integral

connection between their other crimes and sex trade activities, as well being

addictions-relatedlO2. The women said that they would not have been involved with

the law had it not been for their entrenchment in the criminal economy, including

their relationships with pimps who were often drug dealers. Moreover, growing

addictions typically played a significant role in crimes such as shoplifting, break and

enter, as well as trafficking and possession of narcotics. One respondent reported that,

like prostitution, these activities were just another way to make money. This suggests

to' Any charges not related to the respondent's involvement in prostitution are excluded from the
analysis.
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that the consequent fiscal costs were avoidable. There is the potential for cost savings

in the area of justice by helping at risk or vulnerable children to avoid engaging in

drug use, gang activity and the sex trade.

Policy costs consist of five categories of direct expenditures: policing, courts,

legal aid, incarcerations and community supervision. First, there is the cost of arrest,

apprehension and formal investigation by police. The eight participants recalled being

processed through the policing system in 70 apprehensions. These yield a total cost of

$146,625. For the prostitution related offences, these expenditures are based on the

average costs for six staff members in the morals unit of the V/innipeg Police

Servicel03. A conservative allowance is included for overhead expenditures for

activities related to the prevention and monitoring of prostitution cases. There are

overhead costs for ongoing training of police officers in the sex crimes and morals

units in sensitivity and cross-cultural awareness. In recent years, substantial costs are

incurred in the criminal justice system for their efforts directed at pimps, businesses

that facilitate sex trade activities and individuals who buy sex from prostitutes. There

is also a cost to conducting regular s\ileeps of johns (Social Planning Council 2002:

1 1).

t03 The average staff salaries for the six police officers employed by the Winnipeg Police Service
Morals Unit, plus a conservative l|Yo overhead factor, totals $537,338 per annum. According to the
Treasury of Board Canada's: Benefit-Cost Analysis Guide, excluding overhead costs may understate
the true costs of an arrest. This figure divided by 205 arrests in the Morals Unit during 2003 equals an
average cost of 52,621 per communicating charge. Presumably, this figure is also the marginal cost,
since 205 arrests is close to the maximum capacity in a given year due to limited staffrng resources (for
example, in 2000, the unit made a comparable 23 I arrests suggesting that this encompasses the full use
of policing resources in the unit). Thus, if the respondent is arrested on a communicating charge, the
Morals Unit forgoes the possibility of making another arrest. An oppormnity cost is incurred. For any
other charges, the police service's total budget is divided by the number ofcharges for 2003 (average
cost: $ I 18,902,488/7 8,70 l: $ 1,5 I I per charge).
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These figures do not include the cost of vehicle seizure and impounding, when

used in sex trade related offenses. There are also the costs incurred for the

Prostitution Diversion Program. This is excluded from the analysis, since the

government is not responsible for paying these costs, because the johns are required

to pay a fee of $400 to attend the program. This fee also covers the expenditures for

the Prostitution Diversion Program, which is specifically directed at the sex trade

workers (Social Planning Council of V/innipeg2}}2:33; City of Winnipeg 2001: 18).

Participants made 70 court appearances mostly in the provincial court system.

Typically, a judge only heard the case in one hearing and there was usually an

immediate guilty plea. The estimated cost of a court session in the provincial division

of $218.75 involves the time of crown attorneys and judges, court clerks and sheriffs

officers. In only a few complex cases, such as robbery, a trial took place in the Court

of Queen's Bench. Witnesses appeared in court, including attendance by police

officers. The staff at Manitoba Justice has stated that court costs are incurred even

when an offender fails to appear in court to face their charges. There were 47

accounts ofthese occuffences. Court costs totaled $30,1 15.

Corrections and community supervision consist of the following cost

categories þer diem in parenthesestoo¡t

o Following an affest, there were direct costs of incarceration, usually between 1

night and 7 days in remand or a detention centre while awaiting a court

appearance. A stay in remand may occur if the individual cannot make bail or if

too The current per diem rates for the Portage Women's Correctional Facility, Winnipeg Remand
Centre and Manitoba Youth Cenfre were obtained from administrative staff at Manitoba Justice. The
daily cost of holding an offender in a federal prison is 5234.65. These figures are consistent with the
Adult Correctional Services in Canada 200212003 statistics (Canadian Centre for Justice 2004).
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the judge denies bail. The respondents were placed in remand 20 times ($135.96

per day);

o The costs are substantial for holding an inmate in the Portage Women's

Correctional Facility ($159.90 per day) or Manitoba Youth Centre ($252.71 per

day). The 42 convictions for charges of communicating for the purposes of

prostitution resulted in seven jail sentences (approximately 16.7%o), although there

were some ambiguities for a few incarcerations because they were imposed for a

combination of charges. The incarceration rate was lower than the 39%o reported

in Busby (2003) for women convicted of prostitution-related offences (p.103) and

closer to the Davis (1995) findings of l3.6Yo. Atchinson et al. (1998) also reported

that, in Vancouver between 1991 and 1995, 29%o of convicted prostitutes were

jailed (cited in Weitzer 1999).In the current study, ninety other charges led to

nine incarcerations in a women's correctional facility or a youth detention centre.

Since the case study respondents accounted for time spent incarcerated in

days, weeks or months, the fiscal costs are based on per diem rates, totaling 5292,328.

This figure comprises the sum of 177 days in remandlOs, 161 days at a youth

detention centre and 1,423 days in a women's correctional facility. Since the sex trade

worker is likely to return to the street, there is a cycle of arrest, court appearances,

incarceration, and parole or probation.

The costs of release involve the probation system. The women received

probation 18 times for a total of 26.33 years (documented in the TERF files). Total

costs equaled 519,247. Community supervision estimates approximate 5767 per year

t05 A few of the women served shorter sentences entirely in remand. Most of the incarcerations were
for lengthier periods, for example, two years for robbery or six months for breaches, etc., thus not
entailing an excessive demand on memory recall.
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for each case requiring minimal supervision (estimated at one contact per month),

which was the situation for the majority of respondentslO6. One child abuse report

calculated the supervision costs at $13,000lyear per person (Bowlus et al. 2002: 7l),

though this is likely too high a value for the respondents of the current study who

required minimal supervision.

The probability was high that a respondent accessed the services of a legal aid

lawyer. For 98 percent of the charges related to the above-noted offences, the

participants reported that they made use of the services of legal aid counsel, including

duty counsel at a court session. The Legal Aid Services Society of Manitoba

publishes an a¡nual report of detailed statistical information relating to service

statistics, total fees and disbursements by type of case, as well as the average cost per

case. Seven ofeight case study respondents used the services oflegal aid counsel 64

times for a total cost of $30,804 (average cost $481 per case).

There are further intangible societal and fiscal effects from the sex trade

worker's conflicts with the law, such as the costs borne by her children. There is a

possibility that a prostitute's children will be exposed to a crime culture, including

gang activity, which may also expose them to various forms of victimization

themselves, including becoming offenders. However, if the children move on to a life

of conflict with the law, there is a further inter-generational call upon social services

and the criminal justice system (the next section covers apprehensions by child

protection authorities). These costs, in turn, can be considerable. In the publication

"Jack's Troubled Career: The Costs to Society of a Young Person in Trouble",

'ou These costs were based on the average hourly wage and benefits of a probation officer, as well as
annual caseloads, which was obtained from management staff at the community supervision
department.
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Hepworth (2001) has attempted to capture the costs of these intergenerational efFects

on the criminal justice system and other social services, which may mn as high as

$511,500 per child. If abused, children have a higher probability of lower academic

achievements and school dropout. Repeating grades is 2.5 times more likely to occur

for abused than for non-abused children. They have low self-esteem, depression,

anxiety and later on, a higher likelihood of going through the juvenile justice system

(Bowlus et al. 2002: 26-30; 33-34). One Ontario report stated that, "victims of child

abuse are ten times more likely than other children to commit offences as

adolescents" (cited in Mallea 1999l. 17-18). In Manitoba, the correctional system

costs for youth are formidable at592,239 per year.

It is also important to keep in mind that prostitution is an economic exchange

- there is supply and demand. The current study emphasizes the costs related to the

supply side. However, there are also distributional issues within the families of those

who buy sex from prostitutes, as there is the possibility that scarce f,rnancial resources

of the family are drained on such activities. The value of the fiscal effects is

indeterminate.

Finally, the f,rscal costs for the eight case study respondents are offset slightly

by the value of fines that were imposed by the courts, totaling $1,675, of which

7I.5% was paid off by working 210 volunteer hours in the community ($1,197). The

volunteer work is of beneficial value to the community from a societal perspective

and not the fiscal viewpoint. The difference, which was paid directly to the courts,

reduces the fiscal costs by $478.
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4.7.4 The Community's Viewpoint:
The Fiscal Effects of the Demand on Community Social Services

This section examines the participants' involvement with social services

agencies, such as child protection services, the employment and income assistance

agencies, as well as publicly frrnded community support organizations. Appendix

C.4.2 lists the social service agencies contacted by the respondents within the

Province of Manitoba.

Over the past decade, many obstacles that had previously prevented women

from leaving the sex trade have been removed with the implementation a wide range

of supports to help individuals who are contemplating an exit from prostitution.

Recent program initiatives include transitioning programs, vocational training, 24-

hour drop-in centers and assistance in finding subsidized housing. Though these

services are often fragmented and poorly funded, a consensus is that the state must

finance them, since not doing so will simply exacerbate the revolving door in and out

of prostitution and thus the demand on public resources (Social Planning Council of

IVinnipeg 2002).

No prior research, however, has gathered data on the prevalence and

frequency of contact with the array of community services accessed by prostitutes.

Since the case study informants had been past TERF clients, their files revealed many

commonalities in the kinds of public services that sex trade workers access, such as

income assistance and addictions treatment facilitiest0T. I.r this section, a series of cost

r07 The respondents of Benoit and Millar's (2001) study also reported accessing similar types of
progrÍrms (p.84).
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estimates illustrates the range of expected fiscal expenditures under different

scenarios of service utilization, as informed by the eight case study informants.

Costs incurred while
involved in the sex trade

4.7.5 Child Protection Services: $765,131

The respondents had contact with this agency in one of two ways. As youth

themselves, a few individuals were apprehended by the police while working in the

sex trade. Two of the interview respondents (25%o) had contact with the Child and

Family Services (CFS) system in this way. There are costs of interviewing and

assessing the youth, placements in group homes, as well as follow-up monitoring of

the youth's well-beingl08.

Second, there are costs bome by the sex trade worker's family. Since former

prostitutes themselves may have lacked adequate parental role models and because

they are trying to parent in less than ideal circumstances, there is a distinct possibility

of some maltreatment of their own children, including emotional neglect though this

is not always the case. For some individuals, motherhood helps them to rethink their

life condition and choices, which leads to aftnal exit from this type of work (Busby et

aI.2002). Child protection services may be involved in her life, as efforts are made to

s452,392
(Figure2-Column4)

Costs incurred after
exitine the sex trade

s312,739
(Figure3-Column4)

Total Costs
ln:8 oarticinants)

s765,131

r08 Although such costs are not included in this study, five of the eight respond ents (62.5o/o)had contact
with the child welfare system as children before entry into the sex trade. The latter figure is consistent
with another study, which found that 60% of the interviewed sex trade workers, looking back on their
lives before entry in the sex trade, had contact with the child welfare system. Several youth had been
placed in foster homes or group residences (7'7.8% of those who had contact with the child welfare
system) (Tufry and Nixon 2003; Busby et aL.2002). Likewise, in the Benoit and Millar (2001) study,
57.2o/o of respondents had been in some type of institutionaVfoster care (çt.29).
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strengthen her parenting skills or in very difficult cases, to apprehend the children. In

the current study, some respondents accessed the services of parenting support

workers on a regular basis. Although it is an unintended consequence, the lifetime

negative effects of the experience of being in the sex trade (and all that led to it) can

be passed on to her children. This can be in the form of emotional strains or particular

difhculties in parenting or the after-effects of substance misuse. The latter is evident

in the high incidence of Fetal Alcohol and Narcotics Ef[ects/Syndrome (FAS/FNS) in

children born to women who are active drug or alcohol users during pregnancyt0e.

The findings reveal that 62.5%o of the respondents had contact with child

protections services agencies concerning their children, including child apprehension

and placements with relatives, while engaging in the sex trade. Similarly, the rate was

50% after transitioning into the mainstreamll0. Custodial issues may also

disproportionately affect the Aboriginal population. While T%o of non-Aboriginal

children (under age 16) are removed from their homes by child protection authorities

in response to accusations of abuse, 60/o of aboriginal children are in care for these

reasons (Kingsley and Mark 2000: 26). The cost of foster care and group home

affangements for a child is formidable (Hepworth 2001).

roe The lifetime economic costs for a child with fetal alcohol or narcotics syndrome (FAS/FNS) is well-
documented at $1.5 million (Manitoba Children and Youth Secretariat 1997; Oliver er al. 1998). The
costs for such drug and alcohol related birth effects were not included in the current study, as none of
the participants revealed that their children were born with these conditions, though some individuals
were heavy drug and alcohol users. Understandably, this is a very sensitive issue. There are no studies
that quote the percentage of sex trade workers who give birth to children with FAS or FNS, so that
estimates can be calculated based on probabilities. However, even if the respondents had never entered
the sex trade, their Aboriginal heritage and the disadvantages from their earlier lives may have resulted
in a higher probability of giving birth to children with FAS or FNS (Oliver et al. 1998). Nevertheless,
the exclusion ofsuch costs is expected to underestimate the fiscal effects.
tto For the enti¡e interview sample (n:62) and excluding the transgender respondents, the findings
revealed that 31 of 50 women (62%) gave birth to 99 children, who are at present under age 18, of
which 79 children are currently in other care arrangements.
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The Winnipeg Child and Family Services agency (WCFS) provided the per

diem rates for foster care, including special and kinship rates ($25.44; $47.19 and

526.94 respectively), the per diem for maintaining a child in a residential group home

($253.05), as well as emergency placements in a hotel ($348.44)11t. Unfortunately,

the WCFS agency staff was not able to provide the cost breakdown for staff and

administrative overhead involved in the apprehension of a child, the processing of an

adoption when a child is already a permanent ward of WCFS and court hearings that

deal with access and custodial issues. Nevertheless, for the eight respondents, the

costs total 760 days of residence in a group home, 1044 hows of services received by

V/CFS parenting support workers (consistent appointments for a specific period),

Il,l93 days in foster care, as well as 2 days in a hotel for emergency placementsl12.

4.7.6 Income Assistance and Housing Subsidies:
Were these Costs Avoidable?

Cost
Category

Income
Assistance
Housing
Subsidies

Costs incurred while
involved in the sex

trade

Data collected from the interviews confirmed that there is a considerable cost

for the provision of income maintenance to women in the sex trade and their families,

including the possibility of lifelong dependence on assistance after transitioning into

$388,760
(Figure2-Column4)

$16,800
(Figure2-Column4)

Costs incurred after
exiting the sex trade

ttt The per diem rates consist of all child maintenance budget costs, including some administrative
c_osts, but exclusive ofsalaries and operating expenditures.
rl2 To reiterate the concept of incrèmental coìts, the expenditures were included if the respondent
reported that contact with child protection authorities was directly or indirectly related to her
involvement in the sex trade. Reports of child placements were also for significant periods (e.g. years),
thus accounting for the large numbers of days in foster care and group homes.

2t2

$358,660
(Fieure3-Column4)

$133,754
(Fieure3-Column4)

Total Costs
(n:8

participants)

s747,420

$150,554



mainstream lifell3. For the eight respondents, the value of social assistance (in2003

dollars) totaled $388,760 while engaged in the sex trade and $358,660 following the

transition in mainstream life, including the net present value of expected fuhre costs

after 2003. Several sex trade workers supplemented social assistance with earnings

from prostitution, or they fluctuated between the two sources of income.

However, one unique aspect of this study examined the respondents' work

experiences in paid jobs before engaging in the sex trade, which was typically in the

adolescent years. A key finding is that, in spite of often-difficult childhood

circumstances, prior to engaging in the sex trade, there appeared to be a strong work

ethic among the youth during their early adolescent years.

For instance, as youth , 69.3yo of the full sample (n:62) had at least one part-

time job during the school year or a summer job before entering the sex trade

(excluding babysitting)tto. In addition to raising extra spending money and possibly

helping with the family finances, these accounts provide some evidence that many

youth were accumulating work experience potentially in anticipation of the future,

which is that they would fully integrate into the legitimate labour market as adultslls.

Indeed, a preventive program, such as Ndaawin, may have nurtured these significant

tt' Under the current rules, income assistance may be available only on a limited basis, for example, if
there are pre-school children in the home, if the recipient actively seeks work, or if she has a disability.
However, data from the labour market interviews in the complete study established that ongoing access
to income assistance was not uncommon. For each respondent (n:62), the number of years that she had
received social assistance is divided by -- current age minus 18 years -- in order to estimate the
percentage of her working life in which she accessed income assistance. On average, lhe 62
respondents received social assistance for 65.7% of their working years over age l8 or approximately
eight years.
rra Statistics Canada's publication: "Latest Release from the Labour Force Survey" (July g 2004)
reported that, in June2004,42.1% of youth students ages l5-19 worked at jobs in the labou¡ market.
"' It is true, however, that some respondents had a history of accessing social assistance in the family
of origin.

213



attachments to the labour market, as well as further encouraging the at risk youth to

stay connected to their schooling.

After rejoining mainstream society, there are dismal effects from having

engaged in prostitution. For instance, in Table 1, only 27.4% of participants are

currently working in the labour force (n:62),22.5yo have a sex trade related chronic

illness preventing future participation, and another 34.0% have current work

limitations precluding full participation. Some individuals revealed that they work

part-time or casually due to a post-traumatic stress disorder, related to the violence

that they sustained in the sex trade. Many of these individuals have few coping skills

to deal with holding down a legitimate job. What is also not controversial is that an

ongoing struggle with a drug or alcohol habit will likely thwart the individual's

efforts to enroll in vocational training and to participate in the legitimate labour force.

In the current study, around 75%o of the exited respondents (n:62) continue to battle

their drug and alcohol-related addictions. For these reasons, this study correlates the

fiscal expenditures for income assistance with the earlier sex trade activitiesl 16.

Overlapping the receipt of income assistance is the government's provision of

social housing services for low-income families. The eight case study informants

(62.5%) accessed housing subsidy benefits totaling $150,554, including the expected

future costs after 2003. The women may have access to subsidized housing if they are

in receipt of income assistance, or if they have a low-paying job and the market value

r16 Expanding the analysis to the full sample (r-62),the disbursements for social assistance paid out to
74.2% of these individuals and their families in 2003 totaled $290,316, which could pay for 1.5 years
of Ndaawin's operations. To date, the total cost of assistance to these individuals has exceeded $2.3
million. These totals are not shown on Figures 2 and 3, which is based on the eight case study
interviews only. However, as shown in Table 3, this is not an anomaly, since Mclntyre's (2002) study
in Alberta also found that most former sex trade workers were reliant on relatives or govemment
assistance for financial support.
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of the rental property exceeds around 25-30% of their earnings. The majority of

respondents meet the eligibility requirements for access to subsidized housing, since

in their youth they missed many opportunities to acquire attributes that are known to

enhance earnings in the labour market.

4.7.7 Other Government and Not-for-Profit Support Services

Cost Category

Addictions

Mental Health
Services

Other
Miscellaneous
Social Services*x

Costs incurred while
involved in the sex

trade

Total Costs
* includes expenditures, such as street vans, drop-in centers, parenting classes and *ortcshops,

fi34,678
Fisure2-Columnl

transitioning and life skills programs, women's shelters, psychological and learning assessments, etc.
A more detailed list is provided in the text.

$49,513
Fizure2-Column4

This section lists the case study respondents' utilization of community support

services. All eight women contacted a variety of community agencies throughout the

period of sex trade activities, during the exit period (in some cases, there were several

attempts to transition) and for ongoing support once in mainstream life. The line of

questioning was designed to capture the individual's access to social support

agencies, which in her own judgment, was a direct or indirect result of her

involvement in the sex trade. For instance, a direct cost was incurred if a woman

stayed at a shelter for abused women while attempting to leave a violent pimp. A

further example of an indirect cost relates to a stay at a detox facility. While access to

these services is not directly correlated with the sex trade, in most cases, the women

s398,979
Figure2-Column4

Costs incurred after
exiting the sex trade

$ 1 15,351
Fisure3-Columnl

$483,170

s25r,002
Fisure3-Column3

st62,792
Figure3-Column4

Total Costs
n:8

narticioants

$529,145

$150,029

$300,515

$561,771

$1.012.315
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reported that there u/as a significant overlap between the addictions and the lifestyle

of a prostitute, the former being perpetuated by the latterl17.

Keeping in mind that entry and exit into this lifestyle often involves a process

(sometimes lifelong) of many small steps forward, while engaging in prostitution and

during any attempts to exit, the eight case study respondents accessed the following

services for a total cost of $483,170

o Drug detox or stabilization services (58 days); drug and alcohol treatment

services, both residential care (264 days) and day treatment programs (56 days);

o Individual, group and crisis counseling services at community agencies (regular

ongoing visits), as well as help lines, were accessed 499 times;

o Parenting classes, including the provision of day care while attending;

o The participants stayed in shelters and a youth facility for a total of 24 days;

o Street outreach vans, drop-in centers and other services for street-involved

individuals were accessed 11,850 times (the estimate is based on regular daily or

weekly visits);

o Transitioning and job training programs were accessed during several attempts to

exit.

Around the time of the final transition into the mainstream, plus after this last exit, the

respondents accessed the following support services totaling 5529,145:

o Drug detox or stabilization services (4 days); drug and alcohol treatment services,

both residential care (635 days) and day treatment programs (110 days);

addictions counseling (780 sessions);

t" 
See the earlier discussion on drug use and addictions, as they pertain to the pre-prostitution period.
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o A variety of workshops, such as parenting and family violence courses; a stop-

shoplifting program; anger management; chemical dependency workshops;

o the services of Aboriginal Elders and traditional therapies, such as spirituality

ceremonies (healing circle, full moon, new moon and sweat lodge ceremonies);

o the women participated in transitioning/life skills prograrns, sometimes enrolling

for more than one year, in order to work on building healthier self-esteem,

problem-solving skills and conflict management; upgrading programs to work

towards Grade 12 or a Grade 12 Equivalency Diploma (GED);

o free day care services for children while attending courses and classes;

o educational, learning and psychological assessments;

o a stay at a facility that assists individuals in crisis and with suicidal tendencies

(10 days);

o individual and group counseling; help lines; some respondents and their family

members received sexual abuse counseling services and./or participated in family

therapy programs (3,569 regular weekly sessions often over years);

o the children of some respondents accessed psychotherapy services (318 sessions),

special resource teachersl ls and a residential progr¿rm for adolesc ents (274 days);

o 'Women's 
shelters (7days).

Muny of these agencies receive much or all of their funding from various

levels of government and thus reflect taxpayer involvement in this support. Each time

a respondent or her family members utilized any of the above-noted services, an

ttt A few of the respondents' chil&en received special education services such as tutoring for learning
disabilities and special schools to deal with behavioral problems (for instance, aggression or general
delinquency). Costing out these services proved difücult, however, other research has reported that the
Canadian per child cost of special education programs is S293lelementary; $217lsecondary school;
$1,5O2/behavioural special education (Bowlus et al. 2002: 86).
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incremental cost was incurred that would not have been expended had the individual

not been engaged in the sex trade. Furthermore, the majority of the agencies that

responded to a request for cost data reported that they generally operate at full

capacity and usually have waiting list. In other words, demand for their services

exceeds the available supply. This suggests that these organizations have oppornrnity

costs in terms of their resource reallocations. The provision of a service to one client

implies that there is another client on the waiting list who is not receiving help. Since

the agency holds another highly valued forgone altemative (for example, they may

have to turn away another client who is not involved in the sex trade), an incremental

cost of using the service is incurred.

Finally, from a fiscal perspective, some respondents will require ongoing

social supports in the future. Included in the above-noted hgures is the present

valuelle of future costs totaling S803,983, as follows:

for addictions: $220,024.

In closing this discussion, based on the findings of the current study, there is

evidence that reactive programming, while necessary, is often too little, too late.

Psychological and physical distress, leading to substantial economic costs, has

already occurred long before the stage of transitioning into mainstream society. For

tre As discussed earlier in this essay, the discount rate is l0% for fiscal expenditures.
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many youth, a lack of support in their early life experiences is likely to create

impediments to reaching their productive potential. This study has illustrated that the

process of trying to exit the sex trade may involve a far-reaching demand on

community resoÌrces. Moreover, if a sex trade worker makes a significant attempt at

exiting, it is a very costly process because, similar to partner abuse, she may return to

the sex trade several times before being able to leave for goodl20. There is little debate

that drug dependency also sustains the revolving door in and out of the sex trade,

which fuither exacerbates the extensive use of public resources (Tutty and Nixon

2003). social services may be available in the community, but they may be

inadequate to the enormity of the task. Thus, prevention programs that support at risk

children could potentially provide great value to society by reducing the supply of

prostitutes who may eventually place great demands on the system.

Generally, economists utilize risk analysis techniques in order to deal with

uncertainties, such as the probability that expenditures will be incurred in the future,

as well as with respect to the monetary value of the costs. There is one source

uncertainty in this study owing to the small sample size. There is no guarantee that

the distribution of the sample in the current study is in close proximity to the

distribution of the population of sex trade workers as an entire group. A deviating

value of significant variables for some of the respondents can have a major effect on

the average fiscal costs, though the comparative analysis with the recent Benoit and

4.8 Sensitivify and Risk Analysis

r20 Benoit and Millar (2001) reported similar results (p.63), and that over 50%o of respondents had tried
to exit at least three times, with a mean of 5.8 times (p.60). In Mclntyre Q002),60% of respondents
had greater than four attempts at leaving the sex trade.

219



Millar (2001) survey and other available sources provides evidence that there are not

huge variations in some of the influencing characteristics that lead to a high demand

on public resowces.

In this study, however, there was very little uncertainty in the data on future

values. For all of the fiscal variables, the respondents specified how long they

expected to access public services in the future. For example, a few respondents will

likely access social assistance and housing subsidies for the rest of their working lives

due to health conditions that were contracted while engaging in sex trade activities.

Since the variables are correlated, these women will most certainly incur lifetime

productivity losses in the labour market, as a result. The respondents generally had a

plan for the future, in terms of the period in which they expected their children to

remain in foster care ¿urangements, as well as the counseling and addictions services

that they needed for support. Therefore, the probability outcomes for the variables are

quite high and usage rates of public services are not expected to fluctuate. Most

parameter values are relatively certain and risk analysis is a tool that will not

necessarily benef,rt the study to any extent.

Going beyond the deterministic model, sensitivity analysis assesses the effects

of changes in the discount rate on the net present value of future fiscal expenditures.

For the conduct of sensitivity analysis, the discount rate ranges from 8 to I2o/o as

recommended by the Treasury Board of Canada. These calculations are listed in

Table 5. Although the costs are somewhat sensitive to such a change, this does not

alter the main results by a material dollar value relative to the total fiscal costs

estimated in the study.
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1. Net present value
of total fiscal costs

TABLE 5: SENSIT¡VITY ANALYSIS

Deterministic Maximum
Model NPV

1. Fiscal costs consist of social welfare payments for income assistance, housing subsidies and foster
care support payments, as well as health care costs and other general social support services.

4.9 Concluding Remarks

Discount
Rate

10%

803,981

Discounl
Rate

8%

This study examined the fiscal costs for individuals who, in past years, had

engaged in the sex trade. A methodology of personal interviews permitted the

collection of data on their access to public services. The interviews revealed that there

are certain consistencies such as the likelihood of drug use and running high risks of

violence, poor self-care and contracting a range of illnesses. By using the data

collected on the prevalence and frequency ofservices accessed by the respondents, a

range of fiscal costs of service utilization scenarios is estimated for an anay of life

situations in terms of conflicts with the law, usage of the medical system, and access

to income assistance and housing subsidies. These estimated costs are compared to

the annual fiscal investment in a prevention service.

The findings of the current study established that prevention strategies, such

as Ndaawin, have a good chance of leading to future savings in fiscal costs. Though

the program's long-term success in diverting children from prostitution is uncertain,

this study has shown that the program may yield a return on every dollar invested, in

883,479

Effect on
total costs
(+ adds to costs
- lowers costs)

Minimum
NPV

+79,498

Discount
Rate

12o/o

739,434

Effect on
total costs
(+ adds to costs
- lowers costs)

-64,547
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terms of cost avoidance for lifetime health care, justice and other reactive policy

costs. Besides the diversion from prostitution, an intervention program may spa\iln

multiple benefits for youth, such as how to avoid sexual abuse, how to stay away

from gangs and drugs, how to deal with inter-personal conflicts, and what are the

alternatives to prostitution. These types of interventions that build self-esteem may

well lead to improved lifetime productivity from higher education and earnings,

reduced conflicts with the law and feelings of well-being. Benefits mây accrue even if

there were a possibility that the youth would never have entered the sex trade to begin

with. lndeed, from the government's perspective, the resulting effects would be lower

costs for health care, the justice system and community support services.

For youth of Aboriginal descent, policy costs related to culturally appropriate

programming may be the best way to promote incremental transformation in their

communities (Currie 2001; Kingsley and Mark 2000). Ultimately, the objective is to

decrease the involvement of the state and facilitate a social climate of purposive

changes by individuals within the framework of a supportive cultural community.

The current study provides evidence that a lack of preventive programs eventually

places a heavier financial burden of unavoidable costs on institutions and poverty

assistance schemes, including social support services, the justice system and

corrections, subsidized housing and medical services, thus adding to an already

strained societal and fiscal infrastructure.
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Economic costs as opportunity costs: from an economic perspective, all of society's
resources may be used in other most highly valued alternative ways. When society makes a
choice about the uses of its scarce resources or its delivery of services, it also sacrifices the
positive benefits or opportunities obtained by using the resources in some other way. For
example, society's expenditures on police investigations and law enforcemenl including
human efforts in these activities, pulls resources away from public education about drinking
and driving, speeding or child exploitation. The latter alternatives may have resulted in other
valuable and gainful societal outcomes. This notion of giving up one thing to get something
else underlies economic cost analysis and, in economic terms, it is defined as an 'opportunity
cost' (Levin and McEwan 2001).

Direct costs: these costs are the explicit payments on goods and services. Examples include
the funds expended on health care services, law enforcement, the judicial system and the
child welfare system, etc. Direct costs consist of wages for workers, such as health and
adminishative employees, as well as equipment, buildings and supplies (Choi and Pak2002).

Indirect costs: these costs are mostly related to human resources, specifically, lost work time
or lost productivity from work absences attributed to physical and mental health issues and
premature death. When human beings do not reach their full potential in terms of lifetime
earnings power (due to abuse, for example), the consequent economic outcome is an indirect
productivity cost to the individual, as well as society (Choi and Pak2002).

Intangible costs: examples of these costs are the personal pain, suffering, loss of leisure time,
the value of lost community cohesion and the loss to society from a growing criminal
economy. Precise monetary values are more difficult to assign to these costs but there have
been attempts to calculate them by using the willingness-to-pay (WTP) approach (Choi and
Pak2002).

APPENDIX C.4.1: DEFINITIONS OF ECONOMIC TERMS

Inflation factor: this is an adjusting factor to economic cost analysis because the value of
money fluctuates over time due to increases (and sometimes decreases) in the general price
level of goods and services in the economy, as well as wages in the labour force. These
periodic adjustments to the value of money are referred to as nominal dollar changes (i.e.
costs unadjusted for inflation). An inflation adjustment removes the price level eflects by
converting economic values into real dollar units, in other words, constant purchasing power
over time. The costs of all future years are adjusted to the price level of a specif,rc base year.
The most widely used measure of inflation is the Consumer Price Index (CPf (Levin and
McEwan 2001).

Net Present Value (NPV): when comparing costs versus benefits over a period of time, a
dollar's worth of expenditures today is worth more than the value of a dollar at some future
date. This is because an invested dollar today will earn interest income. Put differently, any
deferred project costs to future years involves lower real resource costs to society. If the costs
and benefits extend over a number of years, the time value of money is adjusted together with
the inflation factor (constant purchasing power). A present value calculation accomplishes
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this task by using a discount rate. It converts the value ofprogram benefits and costs in the
future to a present value, in order to compare them to the current or present costs (Levin and
McEwan 2001; Choi and Pak 2002).

I)iscount rate: this is a type of interest rate that is used for the net present value calculation
and its value depends on the viewpoint under examination. For personal effects, a standard
approach is to use the market interest rate because it reflects a return to private savings or a
bank loan, in other words, the consumer's opportunity costs of consumption versus savings.
From the state's namow viewpoint, the cost of government borrowing is an appropriate
discount rate. Broader societal effects are adjusted using a social discount rate which, in
Canada, has been specified by the government's Treasury Board to be approximately I0%o, a
rate that reflects private frrms'opportunity costs of investment (Levin and McEwan 2001;
Canada: Treasury Board ofCanada 1998).

Sensitivity analysis: a researcher may want to use a range of discount rates in order to
check the sensitivity of the study results (NPV of social costs or benefits) to the choice of a
social discount rate or even other crucial assumptions that were made in the cost estimation
procedures. Sensitivity analysis is a tool of economic cost analysis, which determines
whether some basic assumptions in the study design are irrelevant to the key findings and
conclusions (Levin and McEwan 2001).
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LIST OF' COMMT]NITY CONTACTSI21
(in alphabetical order)

Social Services and Health Agencies

Aboriginal Health and Wellness Centre
AFM: Addictions Foundation of Manitoba

River House
Christie House

Alcoholics Anonymous
Anchorage Drug and Alcohol Residential Treatment centre (salvation Army)
Andrews Street Family Centre
Child Guidance Clinic
Circle of Life Thunderbird House
Cocaine Anonymous
Crisis Prevention Institute
Elizabeth Fry Society
Family Centre of Winnipeg
Fetal Alcohol Syndrome Program
I{arvest Food Bank
IIeaIth Sciences Centre
Kinew Housing
Klinic Community Health Centre
Knowles Centre
Laurel Centre
MacDonald Youth Services
Ma Mawi \ili Chi Itata Centre
Main Street Project
Manitoba Adolescent Treatment Centre
Manitoba Employment and Income Assistance
Manitoba Family Services
Manitoba llousing Authority
Manitoba Learning Centre
Manitoba Youth Centre
Marymound Group Home
Mount Karmel Clinic
Narcotics Anonymous
Native Addictions Council of Manitoba
Native Women's Transition Centre
Nelson Ilouse Medicine Lodge
New Directions: Families Affected by sexual Assault/Parent support program
New Directions: TERJ Program (Training and Employment Resources for
Females) Youth and Adult Programs
New Directions: Try Program

o
o

o
o
o
o
o
o
o

o
o
o

o
o

U

o
o

o
o

o
U

o

U

o
o

APPENDIXC.4.2

tlt fne participants accessed these services, though not all agencies co-operated with the requests for
f,tnancial and statistical information. A few ofthese organizations are no longer in operation.
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o Nine Circles Communig lfealth Centre
o North End Women's Resource Centre
o Operation Go lfome
o Osborne House Crisis Shelter
o Pritchard House
o SAGE l{ouse
o Sagkeeng Treatment Facility
o Salvation Army programs
o Prostitution Diversion Program
o Women's Services shelter on Henry Avenue
o Seven Oaks llospital
o St. Norbert Foundation (Behavioural Health Foundation)
o St. Boniface Hospital
o Street Connections
o Sunshine House
o Tamarack Rehab
o Villa Rosa
o Winnipeg Child and Family Seryices
o Winnipeg Regional Ilealth Authority
o Wolseley Family Place
o Y\ryCA Grief Counseling Services

o Aboriginal Community Campus
o Horizons Learning Center
o Manitoba Employment and Income Assistance (Cope Training Program)
o St. Norbert Learning Centre
o Songadeewin program
o Taking Charge
o Upward Bound
o Urban Circle Training Centre
o Winnipeg Adult Education Centre

Institutions Related to the Justice System

o Manitoba Justice Department
o Legal Aid Manitoba
o Portage Women's Correctional Institute
o Winnipeg Remand Centre
o Winnipeg Police Service

Educational Institutions
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NDAAWIN FINANCIAL REPORT.. FISCAL YEARS ENDING 2OOI-2005

Expenditure Category

Children's Club
Parent Support Grouo
Prevention Curriculum
Community
Develooment

APPENDIX C.4.3

Sublotal :.' . -

Program Exoenses

2000-
2001

ManagemenV
Administration

r8.725

2001-
2002

TotallNdaawin
Exnenditures*

7,008
3.764

27,369

Net Present Value (in
2003 $$) of Total
Exnenditures

34,078

56,866

2002-
2003

24-711
11.280
45,248

In-Kind Contributions

13,525

Children's Club

47.121

175,317

Parent Support Grouo

2003-
2004

$70,391

31.402

Prevention Curriculum

21.3s9

Community
Development

33,269

54,285

Management

s3,947

133,151

$73,235

sr69.602

:, TotalIn-Kind,,, ,,
Contributions**

2004-
2005

31,247
39.866
41,926

54,359

Net Present Value (in
2003 S$) of In-Kind
Contributions

s172,994

31.345

$187;510

166,986

TOTAL
2000-
2005

500

12,992

5.1 04

22.737

0

24,072

* The Government of Canada Justice Deparfment: National Crime Prevention Strategy çNCPS¡ funaed
these expenditures.

73,188

0

$ 185,216

sl87,510

500

9t,L46

5240;174

9.627

*x None of the in-kind contributions originated from government sources.

r7.500

107.360

915,23L,

Vo

99,006

of
budpet

0

171,884

40,822

0

s15,846

23.2v,

5,054

$218,340

33, I 83

ss63466

,$131;968

.ssu83

17.500

t3.4%
12.4%o

0

21.5%

1,512

236,179

s52,207

2.548

s109,064

33.010

70.5o/o

fi799,645

18,626

s57,076

r 5.61 I
3,068

29.5%

s57,076

s761,143

30.766

1.806

ß0.0o/o

6,586

s70,619

8.489
1,767

s64,199

s10.408

22.013

65.316

s40,661

24.100
6,347

s33,604

4.4Yo

t28,599

27.8%

s234,770

10.3%
2.7%

s222,932

54.8o/o

100.0o/o
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This dissertation set out to show that the real economic problems of women

must be understood in the context of their lived experiences of privilege and

disadvantage in the labour force. Such understandings are embedded in cultural

practices and racelethnicity; thus, a type of intersectional analysis of labour market

stratification based on gender, class and racelethnicity is needed to gain knowledge of

women's economic outcomes. The three essays of this dissertation work toward

informing economics by examining a diversity of women's economic situations

conceming their activities or lack of participation in the Canadian labour market.

What unites the essays in this volume is the idea that, as economists, we may

benefit from posing questions about non-market relationships, which are so readily

embraced by other disciplines. ln this work, I utilized standard tools of economics to

conduct empirical work on Statistics Canada micro survey data and a unique data set

collected on the workforce activities of former prostitutes. Consequently, the findings

show that it is possible to merge human capital categories with institutional analysis

in order to gain insights into women's positioning in the economy.

The first essay, Compensating Dffirentials or Discrimination? Revisiting the

Gender Earnings Gap, relied on observed overtime hours to build a model of the

processes that decide pay and which take into account gender-based earnings

discrimination. No other economic accounts investigate female resistance to

excessive hours in demanding jobs as a potential contributor to the wage gap. To

conduct this analysis, specific occupational categories were examined in which men

and woman typically share comparable productivity attributes in the higher echelons

Chapter 5: Conclusion
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of the Canadian labour market, but they work different hours above the fi.rll-time

standard workweek. The occupational categories of management and professional

jobs in business and finance were selected to accomplish this task. The Statistics

Canada Worþlace and Employee Survey $fES) provided the micro data for testing

gender earnings disparities in these occupations. Econometric tools added rigor to the

analysis.

This essay set out to answer four questions:

1. Are the majority of men and women in a separating equilibrium in the

labow market for management jobs and professional occupations in business

and finance?

2. How does the presence of children influence the choice of hours?

3. V/hat proportion of men and women find themselves in a rat race

allocation of inefficiently excessive hours?

4. Does the residual portion of the gender earnings gap decline in the number

of hours worked above the full-time standard weekly hours?

The findings relating to Questions #1 and #2 reveal that approximately three-

quarters of men and women find themselves in a separating equilibrium, with women

working fewer hours for lower pay. There is a lower overall prevalence of pre-school

children in women's lives compared to males. However, the presence of pre-school

children raises the opportunity costs of working more hours, causing the female

survey respondents to command higher pay. Concerning the last two questions, this

research shows how institutional factors may create exclusionary processes that

influence women's preferences. In contrast, a choice theoretic approach would
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normally advance a knowledge claim that women are to be blamed for their lower

earnings relative to males, simply because of fewer work hours (a human capital

category).

In answering Question #3 and to strengthen these mainstream notions, I

consider that there may be cultural practices and values that influence the female

agents' decisions. When approximately l5o/o of women do compete with men in this

stratum of the labour market, they are forced into a social welfare reducing rat race of

inefficiently excessive hours. The decomposition analysis, based on Horrace and

Oaxaca's (2001) approach, addresses the fourth question. It illustrates that work hours

above those of the standard workweek are negatively correlated with the unexplained

earnings gap, even though females still encounter discrimination in the form of a

different pay structure than males within all pay-hours mixes.

However, among those workers where overtime becomes excessive, women

work progressively higher numbers of hours for less pay than do males. ln this

competitive allocation, the unexplained earnings disparity increases. Women are apt

to be aware of this form of rising pay discrimination, which requires them to offer

more effort. They opt out of rat race situations, as it is counterproductive to quality of

life considerations. Consequently, a separating equilibrium generally characterizes the

gender earnings-hours mix in this segment of the labour market, which accounts for

differences in hours above the full-time workweek.

The challenge for Canadian policymakers is to formulate innovative labour

market policy in the for-profit private sector, which has long been a tournament of

workers engaged in individualistically-centered contractual exchange derived from
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competitive behavior. Uniform policies relating to flex hours, adequate availability of

day care and possibly the Maximum Hours Rule could potentially shift job related

preferences that more equitably suit women's unique circumstances.

In the introductory chapter, I elaborated on how further research is needed in

the form of gathering qualitative data from this occupational cohort. This could

advance a deeper understanding of the social contexts that lead to inequities in the

distribution of the pay-hours mix. Such analysis could easily supplement micro data,

which is captured in Statistics Canada labour market surveys.

The introductory chapter also points out that gender is only one form of

socially-constructed hierarchy in the labour market. The professional female cohort of

the first essay constitutes a privileged segment of the labour market. While the

struggles of this gtoup ought to be considered important, the next two essays make

obvious the fact that policies, programs and services needs to focus substantial efforts

on the most disadvantaged women in the labour force.

By introducing key considerations described in a sociological literature, the

two essays on prostitution illustrate that we must consider the participants' childhood

experiences in order to advance our knowledge about their current labour market

outcomes. This thinking process led to the collection of a unique data set from former

prostitutes, consisting of both quantitative and qualitative information. Such data

gathering also directed the empirical applications in which I calculated how such

phenomena matenalize into productivity outcomes.

The second essay, The Private Costs for Youth Engaged in the Sex Trade: An

Empirical Examination of the Lifelong Employment, Earnings and Health Effects, set
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out to investigate the lifelong employment and earnings scars after sixty-two females

of primarily Aboriginal descent have spent a period in the sex trade during their

youth. As stated in the introductory chapter, this research is unprecedented in both the

prostitution and economics literatures, thus making a significant contribution to the

body of empirical work in labour economics.

The main question posed is: To what extent does the individual incur a private

cost as it pertains to employment-related productivity after rejoining mainstream

society? A random-and-fixed effects empirical methodology estimated human capital

and other supply-side variables, as well as key demand side categories. An

application of econometric analysis accomplished the task of showing that these

individuals are even more disadvantaged in the labour force than similar Aboriginal

women who are already known to be marginalized members of society.

The first significant finding is that many women leave the sex trade with

chronic health issues, which has a prolonged negative impact on their participation in

the labour market. A random effects model applied to panel data estimated the net

present value of the lifelong productivity effects for the sixty-two participants to be in

excess of $5 million. The former sex trade workers have lost a total of 844.1 full-time

equivalent years in the formal labour market from negative health impacts alone. One

particular policy conclusion is obvious: Preventing entry into the sex trade is crucial.

The second signif,rcant finding is derived from the tools of decomposition

analysis, which compares the pay structures of Aboriginal women in the Survey of

Labour and Income Dynamics to the former sex trade workers. The former are known
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to be among the most marginalized in the labour force. Even so, this analysis shows

that former prostitutes' wages are $2.50 less per hour than other Aboriginal women.

The good news is that, in some cases, there are social retums to supporting

and educating former sex trade workers that may also have a positive reversing

impact on the prior wage scarring effects. In the introductory chapter, I argued that

gender and racelethnicity provoke many reasons for taking a cautious approach to

policy, which is derived solely from the human capital method and its explanations. A

single-dimensional approach may be appropriate for the professional or managerial

employee, but not the Aboriginal sex trade worker whose lived experiences are rooted

in family dysfunction, poverfy, abuse, addictions and low self-esteem. Human capital

approaches must be broadened to address factors, such as life skills training, personal

development and addictions counseling 122.

In terms of policy measures derived from these conclusions, if former sex

trade workers do enter the legitimate labour market, the focus must be re-directed

away from the stigma of their past private behavior and towards an anti-poverty and

community development agenda. These women must be able to earn a family wage

that enables them to adequately support themselves and, when applicable, their

families. This includes appropriate access to child care services. Surprisingly, the

econometric results show that the access to social assistance support during the

transition period actually helps former sex trade workers in a positive way in terms of

their future wage returns. Such policy measures can satisfr both efficiency and equity

goals.

ttt In this volume, I refer to micro factors that influence the many disadvantages of former sex trade
workers, when in fact such variables overlap with the wider systemic macro-structural issues faced by
Aboriginal peoples. Intergenerational poverfy is one example.
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Moreover, this issue extends well beyond single dimensional solutions, such

as the raising of minimum wage. The second essay refers to a potential policy option

of state subsidies to the not-for-profit sector, which would create the much needed

outreach jobs in the area of prevention and intervention. A key advantage of the

story-telling methodology is that, during the interview process, several former sex

trade workers expressed an interest in participating in work that is grounded in their

own diffrcult life experiences, such as that which contributes to the eradication of the

sexual exploitation of children. The participants' perspectives offer a major

contribution to solid policy driven solutions. Few participants spoke of an interest in

working in the private sector.

We must also bear in mind that there are a significant number of women who

will never work in the labour force in future due to chronic health issues. Their

disadvantage is deeply rooted in the fact that prevention was lacking to begin with in

the earlier period of their lives. Though these individuals do take advantage of

opportunities to contribute to society in purposeful and productive ways (for example,

through volunteer work), the final essay elucidates the fact that it is now society's

responsibility to continue to support them financially for the rest of their lives.

Providing community services to those who are contemplating an exit from

prostitution is absolutely essential and an unavoidable cost to society. The third essay

entitled An Examination of the Fiscal Impact from Youth Involvement in the Sex

Trade: The Case for Evaluating Priorities in Prevention set out to combine the

standard tools of economic cost analysis with a story-telling descriptive methodology

to evaluate the demand on public resources when youth do engage in the sex trade.
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Interviews with eight case study informants were conducted with the objective of

collecting data on their utilization of health and social services, contacts with the

justice system and violent incidents when engaging in the sex trade. The cost

estimates of an array of service utilization scenarios were compared to the a¡nual

fiscal investment in a prevention service called Ndaawin.

The research demonstrates the value of government funding to social

programs that address the needs of at risk children requiring early life interventions

due to family dysfunction and other childhood disadvantages. For instance, the

interview process revealed lower lifetime productivity and damage to physical and

mental health when a youth is entrenched in the lifestyle of a sex trade worker. There

is a significant probability that serious addictions will engulf their lives, which the

case study informants attributed directly to the lifestyle of prostitution.

Furthermore, I calculated that the govemment recoups the net present value of

the investment in an intervention strategy, such as Ndaawin, if fewer than two youth

are even prevented from becoming involved in the Winnipeg sex trade. The essay

provides several calculations of how the govemment can avoid fiscal expenditures by

preventing health problems afflicted on sex trade workers, such as HIV/AIDS and

Hepatitis C. There are apt to be fiscal savings in the area of social assistance and

housing subsidies by preventing women's detachments from the formal labour

market, as well. This analysis makes a key contribution to knowledge in the area of

economic policy by illustrating the high cost of failing to invest in early life

prevention and intervention.
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Overall, the contribution of this work to a feminist economics concerning the

enhancement of women's economic condition is twofold. Before the first essay was

advanced, we did not know that the gender pay gap for management and professional

women was partly attributed to work hours above the full-time workweek. Following

the conduct of this research, we now know that such work hours explain pay

disparities, but that it also does not fully explain the entire pay gap for this cohort.

There is still an unexplained element, referred to as discrimination.

Secondly, in the freld of economics, our existing literature informs us that

prostitutes are rational and self-interested economic agents engaging in lucrative

market exchanges. In fact, prior research proposed that they capitalize on monopoly

profits. After conducting the economic cost study in this dissertation, I argue against a

neoclassical view of prostitution. This volume advances a knowledge claim that the

issue may be a very complex one of childhood exploitation and abuse, and is

inextricably tied to a youth's ethnic and class background. We also now know that

participation in prostitution creates lifelong impediments to work force mobility, and

it also has overwhelming effects on the access to public resources. Therefore, we can

only conclude that policy driven solutions must take a holistic bottom-up approach to

addressing women's diverse economic prospects.

Economists must extend their analysis beyond a namow focus on market

exchanges to the structural factors that account for women's positioning in the labour

market. Concerning policy solutions, this work also raises questions of paramount

importance about which groups in society need access to public resources in order to

counteract their social and economic disadvantages.
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My final comment is in the spirit of Brewer et al.'s Q002) quote that

introduced this volume (Chapter 1) concerning the progress of feminist economics

toward a scholarship with a diverse research agenda. This dissertation takes one more

step forward in breaking new ground toward reconceptualizing the production of

knowledge in economics. The three essays show that a feminist methodological

approach to economics illuminates a range of inequities faced by women in the labour

market and in society generally. This approach provides the best chance for

redressing redistributive issues with appropriate policies from both a woman-centered

and diversity-centered agenda.
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APPENDIX D.5.1
Informed consent for the examination of the participant's file in the TERF

Program at New Directions for Children, Youth, Adults and Families

Purpose of the study: We are asking for your help with one part of the evaluation of
the Ndaawin Project that is being carried out by RESOLVE at the University of
Manitoba. Yow file at the TERF Program, as well as your interview responses will
help us to gather data about the education and work experiences of youth who have
been sexually exploited through prostitution. We want to make cost estimations of
those experiences and compare them to that of other Canadian \ryomen. With your
input, we hope to find out how helpful the Ndaawin program has been for women,
young girls and society in general.

Researchers: This part of the study is being conducted by Linda DeRiviere, a Ph.D.
student from the Department of Economics at the University of Manitoba under the
direct supervision of Dr. John Loxley. Further questions about the research may be
directed to Dr. Jocelyn Proulx from RESOLVE at 474-7410. The research has been
approved by the Joint-Faculty Research Ethics Board at the University of Manitoba.
If you have any concerns or complaints about this research study, they can be
reported to the Human Ethics Secretariat at 474-7122.

What you are giving consent to: Yow signature on this consent form indicates that
you are giving the New Directions agency permission to release your client file in the
TERF Program to Linda DeRiviere. She will gather information about your year of
birth; ethnic origin; the area where you lived in your youth; age atentry in the TERF
program; age that you became involved in the sex trade and whether you had children
while involved; how you became involved in the sex trade; the grade that you
dropped out of school if this applies to you; whether you obtained a grade 12
equivalency certificate or any other training program while participating in the TERF
program; your involvement in vohurteer work; whether you struggled with addictions;
the types of substance abuse if applicable; whether you experiencéd physical or
sexual abuse as a youth; if you held any other jobs in the mainstream job market
from the time that you became involved in the sex trade until your last exit; your job
aspirations and ambitions if they are documented in your file; any employment
referrals by case workers; your identified usage of community social service
agencies; some of your medical issues or addictions that may have caused difficulties
for you to get job and keep it. These and other information which may be useful for
calculating workforce data will be gathered by Ms. DeRiviere.

once this file review has been completed, you will be asked to participate in an
interview. Your participation is voluntary so you do not have to consent to the file
review or the interview. If you do decide to participate, your identity will be kept
completely confidential and no one else will have access to your file information.
Your name will not appear on file review materials or written notes. Following the
preparation of the final report, the materials will be shredded. There is no chance that
you can be identified in the final report.
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Final report: A summary of the final report will be made available to participants.
You may contact Ms. Jane Runner at New Directions (786-7051: extension 260) or
Dr. Jocelyn Proulx at RESOLVE (telephone# 474-7410) in order to obtain a copy of
the summarized results.

Thank you for participating in this part of the study, which is expected to make a
significant contribution to the Ndaawin Project evaluation. Your signature on this
form indicates that you have understood to your satisfaction the information
regarding the file review component to your participation in the research project and
you agree to participate as a subject.

Please leave a number where I can contact you to a:range for an interview

Linda DeRiviere

(participant' s signature)

(researcher' s signature)

(date)

(date)
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APPENDIX D.5.2
Informed consent for labour market interview participants

Purpose of the study: We are asking for your help with one part of the evaluation of
the Ndaawin Project that is being carried out by RESOLVE at the University of
Manitoba. Your interview responses will help us to gather data about the education
and work experiences of youth who have been sexually exploited through
prostitution. We want to make cost estimations of those experiences and compare
them to that of other Canadian women. Even if you have not been in the workforce
since your exit from the sex trade, you still qualify to participate in this interview.
With your input, we hope to find out how helpful the Ndaawin program has been for
women, young girls and society in general.

Researchers: This part of the study is being conducted by Linda DeRiviere, a Ph.D.
student from the Department of Economics at the University of Manitoba under the
direct supervision of Dr. John Loxley. Further questions about the research may be
directed to Dr. Jocelyn Proulx from RESOLVE at 474-7410. The research has been
approved by the Joint-Faculty Research Ethics Board at the University of Manitoba.
If you have any concerns or complaints about this research study, they can be

reported to the Human Ethics Secretariat at 474-7122. If you would like to have more
information about the research, or anything mentioned below, please feel free to ask
Linda DeRiviere to explain it to you. Linda will go through the questions on the
interview questionnaire that was given to you before the interview date and she will
record your responses in as much detail as possible.

Time commitment and honorarium: Your participation will involve a total
commitment of approximately 2 hours for which you will be paid a cash honorarium
of $25 in order to cover the costs of your time. Funding for the honorarium payment
is provided by Dr. John Loxley. You will have to sign a form stating that you have
received the cash honorarium.

Withdrawal from the study: Please note that you are free to withdraw from the
study at any time without affecting your relationship with any of the staff or board at
the New Directions agency. You are free not to answer questions that you prefer to
leave out.

Interview location: All in-person interview sessions will take place at the New
Directions offices on the 5th Floor, 491Portage Avenue.

Confidentialify: While you will not be asked detailed questions about abuse, please
note that we are required by law to report cunent or past unreported cases of child
abuse or situations dangerous to children to the legal authorities. The interview will
not be tape-recorded or video-taped. Linda DeRiviere will take handwritten notes
based on your responses, which will be kept in a locked cabinet at the University of
Manitoba. Your identity will be kept completely confidential through a number
coding system and no one else will have access to yow answers. Yow name will not
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appear on any interview forms or in Linda's notes. Following the preparation of the
final report, your interview responses will be shredded. There is no chance that you
can be identified in the final report.

Final Report: A summary of the final report will be made available to participants.
You may contact Ms. Jane Runner at New Directions (786-705I: extension 260) or
Dr. Jocelyn Proulx at RESOLVE (telephone# 474-7410) in order to obtain a copy of
the summarized results.

Thank you for participating in this study, which is expected to make a significant
contribution to the Ndaawin Project Evaluation. Your signature on this form
indicates that you have understood to your satisfaction the information regarding
participation in the research project and agree to participate as a subject. Please feel
free to ask for clarification or ne\¡/ information throughout your participation.

Linda DeRiviere

þarticipant' s signature)

(researcher' s signature)

(date)

(date)
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Purpose of the study: We are asking for your help with one part of the evaluation of
the Ndaawin Project that is being carried out by RESOLVE at the University of
Manitoba. Your interview responses as well as your file at the TERF Program will
help us to gather data about the typical life of a youth who is sexually exploited
through prostitution, so that we can estimate the personal and social effects of your
life experiences. V/ith your input, we hope to find out how helpful the Ndaawin
program has been for women, yomg girls and society in general.

Researchers: This part of the study is being conducted by Linda DeRiviere, a Ph.D.
student from the Department of Economics at the University of Manitoba under the
direct supervision of Dr. John Loxley. Further questions about the research may be
directed to Dr. Jocelyn Proulx from RESOLVE at 474-7410. The research has been
approved by the Joint-Faculty Research Ethics Board at the University of Manitoba.
If you have any concerns or complaints about this research study, they can be
reported to the Human Ethics Secretariat at474-7122. If you would like to have more
information about the research, or anything mentioned below, please feel free to ask
Linda DeRiviere to explain it to you. Linda will go through the questions on the
interview questionnaire that was given to you before the interview date and she will
record your responses in as much detail as possible.

Time commitment and honorarium: Your participation will involve a total
commitment of approximately 5 hours for which you will be paid a cash honorarium
of $50 in order to cover the costs of your time. Funding for the honorarium payment
is provided by Dr. John Loxley. You will have to sign a form stating that you have
received the cash honorarium.

Interview location: All interview sessions will take place at the New Directions
offices on the 5'h Floor, 49I Portage Avenue.

Withdrawal from the study: Please note that you are free to withdraw from the
study at any time without affecting your relationship with any of the staff or board at
the New Directions agency. You are free not to answer questions that you prefer to
leave out. If you become upset during the interview, there will be counseling services
immediately available to you.

Confidentiality: While you will not be asked detailed questions about abuse, please
note that we are required by law to report current or past unreported cases of child
abuse or situations dangerous to children to the legal authorities. However, the
interviewer guarantees that you will not be reported to the authorities if you reveal
any illegal activities, such as your current use of illegal drugs and money spent on
them. There is one limit to this guarantee of confidentiality. If the interviewer were
subpoenaed to be a witness in a criminal court proceeding, then this would be an
exception as she would have to comply with the court's requirements.

APPENDIX D.5.3
Informed consent for in-depth interview participants
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The interview will not be tape-recorded or video-taped. Linda DeRiviere will take
handwritten notes based on your responses, which will be kept in a locked cabinet at
the University of Manitoba. Your identity will be kept completely conf,rdential and
no one else will have access to your ans\ryers. Your name will not appear on any
interview forms or in Linda's notes as she will use a number coding system.
Following the preparation of the f,rnal report, yow interview responses will be
shredded. There is no chance that you can be identified in the final report.

Final report: A summary of the f,rnal report will be made available to participants.
You may contact Ms. Jane Runner at New Directions (786-7051: extension 260) or
Dr. Jocelyn Proulx at RESOLVE (telephone# 474-7410) in order to obtain a copy of
the summarized results.

Thank you for participating in this study, which is expected to make a significant
contribution to the Ndaawin Project Evaluation. Your signature on this form
indicates that you have understood to your satisfaction the information regarding
participation in the research project and agree to participate as a subject. Please feel
free to ask for clarification or new information throughout your participation.

Linda DeRiviere

(participant' s si gnature)

(researcher' s si gnature)

(date)

(date)
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APPENDIX D.5.4
LABOUR MARKET INTERVIEW QUESTIONNAIRE

Basic demographic information

1. In what area do you currently reside? For example, state whether you live in a
small town or a larger city and the approximate population, if known. If you live
in Winnipeg, give the area in the city.

What ffe your current living arrangements:
a. living with parents or other relatives and friends
b. you live alone and you are not responsible for supporting dependent

children or a partner; this category also includes widowed and separated or
divorced

c. you are married or living common-law, with no children living in your
home

d. you are married or living common-law, with children living in your home
e. you are a lone-parent who is responsible for the financial support of

children
f. describe any other type of living affangement if not listed in (a) to (e)

a
J. V/e would like to have information about your current household size. This means

that you should list the number of children or other individuals living with you
and being financially supported by you, as well as their ages. You should also list
your children in foster care, in other care arrangements or no longer living with
you.

Are you currently the major income earner in the household? Note: the major
income earner in the household is the person with the highest income from all
sources, for example, earnings from a job or income assistance.

What are your curcent sources of financial support? If you wish, you can give the
interviewer with a copy of yotr2}l2lncome Tax Return

a. employment income and.ior self-employed earnings (state your earnings)
b. income assistance, employment insurance, CPP disability, workers'

compensation, child tax benef,rts, GST credit or any other govemment
financial assistance program þlease speciff and state the amount you
receive each month);

4.

5.

c.
d.
e.

support payments from a former spouse (state the amount)
supported partially or entirely by a boyfriend or parents and other relatives
other (please specify):

6. Have you ever received social assistance, employment insurance, workers'
compensation, CPP disability payments or any other government assistance in the
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past? speciff how many times and for how long you received any source of
income support.

Education and Employment

7. When you were around Il-I2 years old (or before entry into the sex trade), what
was the dream job that you wanted when you got older? Also, what kind of
education did you hope to eventually obtain? When you were exiting from your
involvement in the sex trade, what kind of education and job did you hope to
eventually get? Did you reach these goals or are you still working on achieving
these goals? (explain) If you feel that you did not reach these goals, explain what
factors you think prevented you from reaching your goals.

8. We would like to gather information about your current level of education. Have
you participated in a special training program or improving your formal education
(example: grade 12 equivalency diploma) in any way in the past or currently?
Describe the programs or courses and the approximate dates. Your answer should
include job placement programs where you received on-the-job training.

9. Have you ever done any volunteer work or taken part in a volunteer training
program? Give as much detail as possible (dates, amount of time you volunteered,
etc.). If you answered yes, do you feel that it helped with getting a job afterwards?

10. Provide a sunma.ry of yow job experience before, during and after exiting the sex
trade, including your current job, as follows:

a. the company or agency name
b. the type of industry (for example: social services, health industry)
c. the type of occupation that you work at (for example: an outreach worker);

did you have any supervisory responsibilities in the job?
d. how did you get the job? (examples: referral from TERF staffor an

employment agency; friends or relatives; an ad in the paper)
e. what is the approximate length of time that you worked in the job; provide

the approximate date that you started working in the job and the date you
left

f. provide the reason for leaving the job
g. specifr how many hours you worked each week for which you were paid
h. specifu whether you were considered to be a full-time, part-time, part-year

or a casual worker (example: was this a summer job?)
i.
j.
k.
L

speciff your hourly or annual pay (for example: minimum wage + 0.25)
was the job unionized or covered by a union contract?
did your employer provide you with a pension plan? medical benefits?
estimate how many workers are employed at this place of work
(approximate numbers will suffice; for example, were there less thart2}
employees or over 100 at your place of work?).
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11. In your current job, if you work part-time (less than 30 hours per week), but you
would like to work more hours, state the reason why this is not possible. V/e
provide some examples below.

a. caring for own children
b. caring for elder relative(s)
c. going to school
d. could only find part-time work
e. did not want full-time work
f. Other (please speciff): _

12.To the best of your knowledge, is your pay competitive within the industry and
the type ofjob in which you work? For example, if you work as a volunteer
coordinator/group facilitator, do you think that your pay is similar to the pay
scales of other agencies that employ volunteer coordinators/group facilitators?
Have you ever compared the pay scales of different orgartizations in your
industry? You only need to explain if you know the answer to this question.

13. Did you have to pay back a student loan for any training or other educational
program participation? If yes, how much? An approximate figure will be good
enough (for example: round it off to the nearest thousand dollars: $2,000 or
$10,000, if you are not sure of the exact amount).

Work absences øfter exiting the sex trade

Note: For questions #14-#19, the interviewer will ask questions about your work
absences due to health-related illnesses or addictions. We want to gather
information about work absences only, and so you do not have to reveal the
nature of your health condition(s).

14. If you work at a paid job, on avenage, how many days per month do you miss
work for conditions such as physical illness, depression, stress, ongoing
addictions related issues or any other condition? Do you attribute any current
missed work time to your past involvement in the sex trade? Explain. (Note: if
you attend school or a training program full-time or part-time, answer the
question on that basis. Otherwise, if not employed or in an education progrcm,
answer the question on the basis of your last job).

15. Does your employer deduct pay and benefits as a result of missed work time?
Provide details of your employer's sick day policy.

16. After exiting the sex trade, did you experience any medical conditions that you
think are related to your involvement in the sex trade, which slowed down or
prevented the completion of an educational or training program (for example, a
GED), or seeking a job and fully participating in the job market? Just answer yes
or no. If yes, describe the training or educational program or the job situation.

254



Did this situation last for a very short period of time or did it last for a long time?
Explain. You do not have to tell the interviewer any details of your medical
condition. We only want to examine the role of illness and addictions in your
work force participation patterns. We provide a list of examples below for you to
refer to-

a.

b.
c.
d.

e.

f.

hepatitis viruses
HIV/Aids
any learning disabilities, possibly from prior excessive drug use
depression and related mental health issues
chronic fatigue
ongoing addictions-related issues

17. Answer this question if you work at a job and if you have an illness or health
condition related to your work in the sex trade. Do you think that it has negatively
affected how you perform your on-the-job activities? Explain how. Estimate how
much you are prevented from performing your daily tasks at your job on a scale
of I to 5, with 1 meaning that you have very minor restrictions in everyday paid
work activities (1: excellent health; 2; very good health; 3: good health) and 5
indicates more severe restrictions in everyday paid work activities (4: fair and 5:
poor health). (If you go to school, answer the question on that basis; otherwise,
you can answer the question on the basis of your last job held).

18. Estimate how many hours in the day that you are currently prevented from
working at a paid job due to physical or mental health issues and/or substance
abuse/alcoholism? Put differently, do you only work part-time, casually or not
participate in the work force due to these ongoing issues?

19. If you work at a job less than fuIl-time due to ongoing physical or mental health
issues, how long do you think this situation will last? Specifu the period of time
and explain (examples: six months, one year, for a very long period of time).

Answer one final question #20:

20. Think about the period of time before you became involved in the sex trade and
also around the time that you entered it. Did you ever come across any
information about alternatives to sex work? Use the following list as a guide and
specify if it applies to you, and give details.

a. a school awareness or presentation program or any materials in your
school about the health risks and dangers in the sex trade

b. a non-judgmental school counseling program that you had easy access to
and which dealt with abuse, family conflicts and issues related to running
away from home

c. a poster in a bus shelter or posted in a public area, listing contact
information on available community support services to get off the streets
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and reasonable alternatives to sex work, including help with job searching
or financial help
a resource pamphlet indicating contact information on available
community support services to get offthe streets and reasonable
alternatives to sex work, including help with job search or financial help
a help-line or 24-hour distress line directed at street-based sex trade
workers and posted in a public place such as a bus shelter
approached by an outreach worker offering information on community
support agencies or resources or outreach counseling services
other þlease speciff):

d.

e.

Thank-you very much for your participation!!!!!

oÞ'
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Additional questions for labour interview participants who are not TERF clients.
(For participants who are TERF clients, the following information is usually
obtained from the file reviews, however, the TERF participants are asked these
questions if the information is not available in the file)

1. What is your year of birth (and montþ?

2. Are you an immigrant, visible minority or of Aboriginal descent? Transgender?

3. In what area(s) did you reside during your youth? State how long in each area,
whether rural (a small town) or urban (a larger city). If you were raised in
Winnipeg, in which area(s) did you reside when you were growing up?

4. How old were you when you became involved in the sex trade? This is the age at
which you first exchanged sex for cash or food, drugs, aplay to stay, etc., and so
it may not necessarily be the time when you first started working on the streets or
indoors.

5. In your opinion, why did you become involved? Examples are provided below:
a. homelessness due to an early departure from your family or foster home,

b.
c.
d.

or any other care arrangement
financial need
could not find a job in the formal job market
could not find a decent paying job in the formal job market in order to
support yourself

e. financing drugs
f. other þlease specifu):

6. Was entry into the sex trade encouraged or forced by another individual(s)?
Examples are provided below:

a. Boyfriend
b. Gang
c. Pimp
d. Relative(s)
e. Friend

7. At what age did you exit the sex trade for the last time?

f. Other(please specifu):

8. If this is applicable to you, did you struggle with addictions as a youth and while
in the sex trade? Explain how frequently and how much you used alcohol or
drugs. Did your usage of illegal drugs and./or alcohol increase after you started
working in the sex trade? Explain by how much, the substances used, etc.
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IN-DEPTH INTERVIE w euE srrot\NATRE (s emi-stru crured fo rmat)

Note: when estimating your earnings, expenditures and the numbers of contacts
with agencies or service providers, you may estimate the figures on an hourly,
daily, weekly, monthly, or yearly basis, whichever is more convenient. The
interviewer will then cost out the data accordingly.

If your usage of the health care system has been quite extensive in the past, the
interviewer may discuss the option of obtaining your Manitoba Health meáical
records so that you can trace your health care usage and tests over a period of time. A
similar request may be submitted to Manitoba Jusiice in order to obtàin your charges
and court records, Legal Aid Manitoba (their fees) and the Winnipeg poiice Service
(arrest records), as well as Child and Family Services. This is maàe-possible through
Manitoba's Freedom of Information and Protection of Privacy act 1Ènfn) and the
Personal Health Information Act (PHIA). However, you are-under'no oblígationto
access any of your records or to share the information with the intervie*"rl h ¡,
completely up to you.If you wish to access some of your records, the interviewer will
help you to complete the forms and they will be sent at no personal expense to you.
All mailing charges etc. will be covered by the interviewer.

You may also refuse to answer any questions below that cause you any personal
distress or that you prefer to omit.

SECTION 1: GENERAL DEMOGRAPHICS

Prior to this interwiew and based on your written consent, the interviewer will
have conducted an examination of your file in the TERF,program at New
Directions. She will already have obtained some general infoimation about you
from the file review. For questions #1-16 and some of the work related questions
(#28'39)' the interviewer may just confirm the data retrieved from you. fil" o.
she may ask some questions if the information was not documented in your file.

l. What is your year of birth? (File review)

APPENDIX D.5.5

2. Are you an immigrant, visible minority or of Aboriginal descent? (File review)
(The file review reveals if the participant is transgender)

In what area(s) did you reside during your youth? State how long in each area,
whether rural (a small town) or urban (a larger city) and the appróximately
population, if known. If you were raised in winnipeg, in whióú area(s) diå you
reside when you were growing up? (File review)

a
J.
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4. In what area do you currently reside? State whether you live in a rural or urban
area and the approximate population, if known. If you live in Winnipeg, in which
area of the city do you reside?

5. What are your current living arrangements?
a. living with parents or other relatives and friends;
b. living alone and you are not responsible for supporting dependent children

or a partner; this category also includes widowed and separated or
divorced;

c. you are married or living common-in-law, with no children living in your
home;

d. you are married or living common-in-law, with children living in your
home;

e. you are a lone-parent responsible for the financial support of children;
f. describe any other type of living amangement if not listed in (a) to (e)

above:

6. Describe your household size at three points in your life. This means that you
should list the number of children or other individuals living with you and being
financially supported by you, as well as their ages. You should also list your
children in foster care, in other care arrangements or no longer living with you.

a.

b.
c.

7.

at the point of entry into sex trade
at the point of the final exit from sex trade work (File review)
your current household size

Are you currently the major income earner in the household? Note: the major
income earner in the household is the person with the highest income from all
sources, for example: earnings from a job or income assistance.

what are your current sources of financial support? If you wish, you may provide
the interviewer with a copy of your 2002 Tl Income Tax Return.

a. employment income and/or selÊemployed earnings (state your earnings)
b. income assistance, employment insurance, CPP disability, workers'

compensation, child tax benefits, GST credit, or any other government
financial assistance program (please specifu and state the amount you
receive each month);

c. support payments from a former spouse (specify the amount)
d. supported partially or entirely by a boyfriend or parents and other relatives
e. other þlease specifu):

8.

9. Have you ever received income assistance, employment insurance, workers'
compensation, or cPP disability? specifu how mariy times and for how long you
received any source of income support.
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10. As a youth and before entry into the sex trade, did you experience any type of
abuse? (File review)

a. Physical
b. Sexual
c. No abuse

1 1. How old were you when you became involved in the sex trade? This is the age at
which you first exchanged sex for cash or food, drugs, aplay to stay, etc., and so it
may not necessarily be the time when you first started working on the streets or in
other venues.

12. In your opinion, why did you become involved? Examples are provided below.
a. homelessness due to an early departure from your family or foster home,

b.

c.
d.

or any other care arrangement
financial need
could not find a job in the formal job market
could not find a decent paying job in the formal job market in order to
support yourself and./or your family

13. Was entry into the sex trade encouraged or forced by another individual(s)? Examples
are provided below. (File review)

a. Boyfriend
b. Gang
c. Pimp
d. Relative(s)
e. Friend

e. financing drugs
f. other (please specify):

14. Explain how were you involved in the sex trade? Examples: as a street worker or the
indoor sex trade or some overlap of both? Provide details. (File review)

15. State the number of years that you were involved in the sex fiade, including the
period in which you may have exchanged sex for food, drugs etc. but were not yet
working on the streets or in other venues. List the approximate dates of any attempted
exits that lasted longer than three months. (File review)

16. At what age did you exit the sex trade for the last time? (File review)

f. Other (please specify):

SECTION 2: INCOME, EARNINGS, EDUCATION & EMPLOYMENT
ACTIVITIES

Estimated earnings while involved in the sex trade
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17 . On average, how many dates per week did you have contact with and what were your
estimated earnings? You may estimate on a daily, weekly or yearly basis.

18. Did your earnings and the number of dates each week vary over the period of time
that you were involved in the sex trade? Provide details.

19. List in order the more commonly demanded sex acts requested by johns. Estimate in
terms of percentage of time specific sex acts were requested.

20. What was your typical fee structure for different types of sex act? Were fees were
mostly negotiated with each customer?

2T.In your opinion, was this a standard fee structure for other sex trade workers in your
immediate social circle at the time?

22.In your estimation, did most sex trade workers in your immediate social circle also
have these average earnings and charge similar fees or did it vary with each
individual? Explain.

23.Did you ever receive any payments of food, clothing, a place to stay, illegal drugs and
alcohol or cigarettes from dates instead of cash? If yes, estimate how much, how
often and for how long? What was the estimated dollar value?

24. During any period that you were involved in sex trade work, did you ever share your
earnings with a boyfriend, pimp, trick pad or escort agency owner or any other
individual? If yes, estimate how often and how much? Specifr for approximately how
long. Was it ever in exchange for drugs, alcohol, shelter, food, clothing and
childcare? Also estimate your personal expenditures on clothing required to conduct
business in the sex trade.

25. If you answered yes to sharing your earnings with a pa.rtner (whether it was a
boyfriend or pimp) in Question #24, do you feel that you gained in retum a personal
benef,tt, such as a sense of belonging, love or even personal safety? Give details of
any personal gain or a threat that you may have felt which would have caused you to
share your earnings.

26.Did you ever receive social assistance, employment insurance, CPP disability or any
other government financial assistance, at arty time while involved in the sex trade?
Give details.

27.Were you ever robbed while working in the sex trade? Specifr approximately how
many times or how often, and estimate your lost earnings per week/month/year from
being robbed?

Education and job market activities: general questions (#28 to #31)
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28. As of the date of the interview, give details about your level of education or years of
formal schooling, including any training programs.

29. If you did not complete grade 12 through the regular schooling system, did you obtain
the GED (high school equivalency) certificate? If yes, was this before or after exiting
the sex trade? (File review)

30. What was your highest level of education when you became involved in the sex
trade? (File review)

31. Did you drop out of school before or after you became involved in the sex trade?
Give details if this applies to you. (File review)

Education and employment whíle ínvolved in the sex trade

Answer the following questions #32 to #39: At any time beþre and during the
period of your involvement in the sex trade:

32.List the types ofjobs that you held, including any casual or occasional work. (File
review and see the list of requirements in question 42)

33. What was the longest period of time that you ever worked for a company or
organization? (File review)

34. Estimate your years of full-time job experience in the work force at all your jobs
combined. Full-time is defined as 30 hours per week or more for at least six months
in any year. Q'{ote: this information may have been documented in your TERF file
and so the interviewer will calculate it)

35. Estimate your part-time job experience in the work force at all your jobs combined.
Part-time is def,rned as less than 30 hours per week for at least six months of the year.

Qttrote: this information may have been documented in your TERF file and so the
interviewer will probably just need to confirm it)

36. Estimate your weeks, months or years of experience as a volunteer worker.

37.Did you take a training progr¿ìm or improve your education in any way while you
were still involved in the sex trade? If yes, describe the program(s) and daJes.

38. V/hen you were around Il-12 years old or before your involvement in the sex trade,
what was the dream job that you wanted when you got older? Also, what kind of
education did you hope to eventually obtain? When you were exiting from your
involvement in the sex trade, what kind of education and job did you eventually hope
to get? Did you reach these goals or are you still working at it? Explain. If you feel
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that you did not reach these goals, explain what factors you think prevented you from
reaching your goals.

39. Do you feel that you gave up educational opportunities and the ability to earn a
decent income in your life as a result of having been involved in the sex trade? If yes,
what do you feel that you gave up? Explain in detail.

Education and employment øfter exítíng the sex trade

Answer the following questions #40 to #462 At any time øfter exiting the sex
trade:

40. Have you participated in a special training program or improving your formal
education in any way? Describe the program(s) or courses and the dates after exit.
This includes job placement training.

41. Have you ever done any volunteer work or taken part in a volunteer training program
since your exit? Give as much detail as possible (dates, amount of time, etc.). If you
answered yes, do you feel that it helped with geuing a job afterwards?

42.Provide a sunma.ry of your job experience after exiting the sex trade, including your
current job, as follows: (your resume may help here, if you have one)

a. the company or agency name
b. the type of industry (for example: social services, health industry)
c. the type of occupation that you work at (for example: an outreach worker);

did you have any supervisory responsibilities in the job?
d. how did you get the job? (example: referral from TERF staffor an

employment agency)
e. the length of time that you worked in the job; provide the date that you

started working at the job and the date you left
f. provide the reason for leaving the job
g. specify how many hours you worked per week for which you were paid
h. specifu whether you were considered to be a full-time, part-time, part-year

or casual worker
l.
j.
k.

l. estimate how many employees worked at this agency or company
(approximate numbers will suffice; for example, were there less than2}
employees or over 100 workers?)

43.In your current job, if you work part-time (less than 30 hours per week), but you
would like to work more hours, state the reason why this is not possible. We provide
some examples below (circle if applicable).

a. caring for own children

specify yow hourly or annual pay
was the job unionized or covered by a union contract?
did your employer provide you with a pension plan and/or medical
benefits?
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b.
c.
d.
e.

f.

caring for elder relative(s)
going to school

44.To the best of your knowledge, is your pay competitive within the industry and the
type ofjob in which you work? For example, if you work as a volunteer
coordinator/group facilitator, do you think that your pay scale is similar to the pay
scales of other agencies that employ volunteer coordinators/group facilitators? Have
you ever compared the pay scales of different organizations in your industry? You
only need to explain if you know the answer to this question.

45. Did you have to pay back a student loan for any training course or other educational
program participation? State the approximate amount.

46. Did you ever receive social assistance, employment insurance or any other
government assistance, at arry time after exiting the sex trade? Give details.

Work absences after exitìng the sex trade

47. OnaveÍage, how many days per month are you absent from work for conditions such
as the examples listed below in (a) to (d). (Circle if applicable and speciff the
number of days) Do you attribute any current missed work time to your past
involvement in the sex trade? Explain. (Note: if you attend school or a training
program full-time or part-time, answer the question on that basis; otherwise, if not
employed or in an education program, answer the question on the basis of your last
job).

a. physical illness
b. depression
c. stress

d. ongoing addictions-relatedissues
e. other (please specifu):

could only find part-time work
did not want full-time work
Other (please specifu): _

48. Does your employer deduct pay and benefits as a result of missed work time? Provide
details of your company's sick day policy.

49. After exiting the sex trade, did you experience any medical conditions which slowed
down or prevented the completion of an educational or training program (for
example, the GED certificate), or finding a job and fully participating in the work
force? If yes, did this situation last for a short period of time or did it last for a long
time? Give details.

Examples of medical issues: (Note: we want to examine the role of illness
and addictions in your work force participation patterns)
a. hepatitis viruses
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b. HIV/Aids
c. any learning disabilities
d. depression and related mental health issues
e. chronic fatigue
f. ongoing addictions-related issues
g. Other (please speciff):

50. Answer this question if you work at a job and if you have an illness or condition
related to yow work in the sex trade. Do you think that it has negatively affected how
you perform your on-the-job activities? Explain how. Estimate how much you are
prevented from performing your daily tasks at your job on a scale of 1 to 5, with 1

meaning that you have very minor restrictions in everyday paid work activities (1:
excellent, 2: very good and 3: good health) and 5 indicates more severe restrictions in
everyday paid work activities (4: fair and 5: poor health). (If you go to school, answer
the question on that basis; otherwise, you can answer the question on the basis of your
lastjob held).

51. Estimate how many hows in the day that you are prevented from working at a paid
job due to any conditions stated in Question #49? For example, do you only work
part-time, casually or not participate in the job market due to ongoing physical or
mental health issues, or substance abuse/alcoholism? If you attend school, do you
only attend it part-time for these same reasons?

52. If you work in the formal job market fewer than eight hours per day due to any
conditions in Question #49,how long do you think this situation will last? Specifl'the
period of time (examples: six months, one year, for a very long period of time).

SECTION 3: VIOLENCE

During the períod ìn which you were involved in the sex trade: (Questions 53-58)

53. Have you ever been exposed to violence from a bad date, a pimp/boyfriend or other
street-based workers (or anyone else)? Speciff.

54. Approximately how many times did this occur when you were involved in the sex
trade? Specifu the types of violence directed at you, the approximate number of times
(1>r/wk; lx/month, etc.), and list the nature of the injuries that you sustained
(examples: head injuries, infections from cuts and scrapes, burns, broken bones).

55. If applicable, following these violent incidents, did you ever access the following
services which were provided at no charge to you through the public health care
system:

a.

b.
medical care by a health practitioner
hospital-based medical services, including emergency services
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c. counseling services
d. crisis intervention, for example, at a community support agency
e. other (please speciff)
Give details of the medical tests, treatments and therapies provided through
the health care system. Specifu the numbers of visits, nature of the visits and
how long the treatment lasted.

56. Estimate your approximate personal expenses on the following as a result of violence:

a.

b.
c.

personal health supplies or medications for physical injuries
counseling costs for mental health injuries
lost earnings from missed work due to injuries (how many days did you
miss work?)

57. Was the perpetrator ever charged by the police and did hisÆler case go to court? If
yes, estimate your personal expenses, including lost earnings, as a result of having to
testifu at a trial. Possible expenditures include transportation, staying at a hotel and
legal costs.

58. Did you ever pursue a legal case (civil case) against a perpetrator? If yes, estimate
your personal expenses, including lost eamings during the trial process, legal costs,
transportation, staying at a hotel if you lived out of town, and the dollar value of any
money awarded to you by a Victim Compensation Board.

SECTION 4: JUDICIAL SYSTEM

59. Have you ever been arrested and involved with any aspect of the police and judicial
system? (Examples: arrested and charged with an offence; a hearing; a court trial;
incarceration, such as being held in a detention center). If yes, answer questions #60,
#61 8¿ #62: (a) to (v). If the answer is no, then go to Section 5: Use of Illegal Drugs
and Alcohol, Question #63.

60. During the period that you worked in the sex trade, how many times were you
arrested? List in detail your arrests and charges.

61. After you exited the sex trade, how many times were you arrested? List in detail your
arrests and charges. Ifyou have never been arrested, then go to Question 63.

62. Start by answering questions (a) to (u) for your prostitution related charges only (e.g.
communicating for the purposes of prostitution). Provide details about your
involvement with the police and justice systems. State whether the procedures were
very similar from one arrest to the next. Then do the same for your other 'types' of
arrests. Note: we think that the arrest and judicial procedures may be somewhat
similar for each 'type' of arrest (example: theft, dealing drugs, failure to appear in

d. other expenditures þlease speci$):
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court are each considered to be a'type' of arrest). Therefore, if this is true, you only
have to report the number of arrests and the basic legal procedures that you went
through involving the police and justice systems for each type of arrest. The
interviewer will help you to sort out the required information.

a. Was there an interrogation at the police station at the point of arrest and
were you charged with an ofFence? Approximately how long were you
held at the police station?

b. Were you held in custody for any length of time while awaitinga court
appearance? For example, were you held in a detention centre or remand?
If yes, estimate the length of time that they kept you in custody.

c. Did you get a lawyer? If yes, what was the dollar amount of the fees paid
to a private lawyer? State the total dollar amount of your legal costs.

d. Were you appointed a lawyer from legal aid services?
e. If this applies, were you charged a processing fee by legal aid? If yes,

state the amount.
f. If you got a lawyer from legal aid, were you provided with a list of

expenditures incurred by legal aid? This includes your lawyer's fees and
other charges, such as filing court documents, courier, telephone charges,
photocopying. Specify the amount.

g. Did you have to pay back any amount of money to Legal Aid or any other
private lawyer once you got a job or other income sources?

h. Describe the legal procedures if the case went to a court hearing or to trial.
How many separate hearings did you attend? How long did they last
(example: one hour/one dayltwo weeks)?

i. If your case went to a trial, who testified at your trial? (examples: police
officers, social workers or psychologists) Was your trial conducted by
judge only, or a judge and jury?

j. Did you have contact with any agencies that helped you with
understanding your legal rights, for example, Elizabeth Fry Society?
Explain.

k. Did any convictions result in a jail sentence? If yes, for how long and in
what institution (example: Portage Women's Correctional Facilþ)?

l. Did any convictions result in a probationary sentence? If yes, for how long
and how often did you meet with a probation officer?

m. Was there an appeal and any re-trial procedures? If yes, list the number of
hearings and how long they lasted; also list the numbers of police officers,
social workers or psychologists who testified at your re-trial.

n. Was Child and Family Services involved in any way? Give details. (e.g.
status of children re: legal guardianship)

o. Did you ever attend the Prostitution Diversion Program?
p. For each type of arrest, what were your approximate lost earnings during

court sessions and while held in custody? For instance, estimate how many
days of lost income were incurred during the legal procedures? Examples:
court appearances, meetings with lawyers and probation offrcers, child
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protection services, lost earnings from being held in custody or attending
the Prostitution Diversion Program.

q. What were your estimated personal costs for clothing, childcare,
transportation, staying at a hotel and fines imposed by the courts?

r. If the penalty enforced by the court was community volunteer work, how
many hours of service were required?

s. Was there a court ordered treatment program? What did it involve? Give
details of the name(s) of agencies involved in your treatment program, as
well as the services provided, number of times and for how long.

t. Estimate your lost earnings due to missed work from participating in court
ordered treatment programs.

u. Repeat the above questions (a) to (t) for all other types of arrests.
v. If this applies, do you feel that your involvement in non-prostitution

crimes, for example: theft, robbery or drug dealing, was influenced by
your involvement in prostitution and./or your addictions? Explain.

Many of following questions will help us to estimate your own personal costs. Other
questions are related to your general use of the public health care system and social
services, which will help us to determine some of the social effects. We would like to
know which social service agencies that you contacted, for what services, an
estimation of how many times or how often, and also how long in days, weeks,
months or years. Examples include the number of weekly or monthly visits to
outreach services or drop-in centers; contact with help or crisis lines; stays at group
homes or safe houses; your use of food banks and church programs.

SECTION 5: USE OF ILLEGAL DRUGS AND ALCOHOL

Answer questions 63-71which are related to the period of work in the sex trade:

63. Did you struggle with addictions as a youth and while in the sex trade? List your
usage of illegal drugs andlor alcohol before entry into the sex trade and also when
you first started working in the sex trade, and how often they were used (example:
how many ounces of alcohol per day; we want to estimate if there was an
increase/decrease in the use of alcohol/substances after getting involved in the sex
trade). State how long this lasted in months or years.

64. When you were first working in the sex trade, on average, how much money per day
(or week, or montþ did you spend on drugs, alcohol or other illegal substances? If it
is easier, you can estimate your usage and costs in terms of percentage of eamings (an
example: 50Yo of daily earnings were spent on crack-cocaine).

65. Was there an increase or decrease in your drug and/or alcohol habit over the period
of time that you worked in the sex trade? Explain when and how it increased or
decreased over that time period. Give details.
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66. During your involvement in the sex trade, ifthere was an increase or decrease in the
use of alcohol and/or illegal drugs, estimate how much your costs increased or
decreased per day, week or month (you can base it your percentage of earnings).
Speciff the time period that applies to the changes in money spent on these
substances.

67. At any time, were your earnings used to supply another person's drug or alcohol
habit? Give details on the approximate number of times, how much and for how long.

68. During the period of work in the sex trade, were you ever hospitalized or did you take
part in a treatment program related to substance abuse or alcoholism? If yes, give
details of the program, the services you received and for how long? Speci$'the
number of times you participated in treatment programs.

69. Did you access other community services such as AA or other day treatrnent centers?
If yes, give details about the services, how many times and for how long you received
the services.

70. While in the sex trade, had you ever stopped and gone back to using drugs or alcohol?
If yes, how many times and for how long? What did it involve in terms of access to
community resources? (examples: accessing community agencies or hospitals, day
programs, help-lines, crisis centers, shelters)

71. For questions 68-70, estimate how much work time was missed and your lost
eamings from sex work or any other job, as a direct result of substance abuse or
participating in treatment such as detox, rehab, day programs, emergency services and
hospitalization.

Answer questions 72-77 which are related to the períod after your jinøl exit from
the sex trade:

72. After your final exit from the sex trade, have you ever been hospitalized or taken part
in a treatment program related to substance abuse or alcoholism? If yes, give details
of the program, the services you received and for how long? Specifu the number of
times you took part in treatment programs. Are you intending to participate in any
treatment programs in future? If yes, give details.

73.Did you contact other community services such as AA or other day treatment centers?
If yes, give details about the services, how many times and for how long you received
the services. Are you intending to access these programs in the future? If yes, give
details.

74. After your final exit from the sex trade, have you ever stopped and gone back to using
drugs or alcohol? If yes, how many times and for how long? What did it involve in
terms of contacting community resources? (examples: accessing community agencies
or hospitals, day programs, helpJines, crisis centers, shelters etc.).
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75. For questions 72-74, estimate how much work time was missed and your lost
earnings from any job, as a direct result of alcohol or substance abuse or taking part
in treatment programs, such as detox, rehab, day programs, emergency services and
hospitalization.

76. Estimate your cunent personal arurual out-of-pocket costs of addictions, such as
alcohol and illegal drugs, if this applies to you. Remember: you will not be reported
to the authorities for revealing your current drug use. For approximately how long in
the future do you expect to incur these personal expenditures (1 more year, 5 years,
etc.)?

77.Have you joined any recovery/rehab programs where you \¡/ere responsible for paying
the direct costs yourself? If yes, state how many times and how long you
participated? Also estimate your lost earnings due to attending the program.

SECTION 6: HEALTH COSTS

We are interested in getting information about your health care usage and costs
related directly or indirectly to work in the sex trade. We have already covered
some of your medical history related to addictions if this applies to you, but keep
in mind that there may be other indirect health costs for conditions related to
alcohol or drug use.

Questions 78-83 are related to health usage duríng the period that you were
involved in the sex trade.

78. In your opinion, in what ways did you use the medical system as a direct or indirect
result of your involvement in the sex trade? Note: A 'direct' result may include more
regular gynecological examinations, pap smears, regular testing for sexually
transmitted diseases at a community health center. An 'indirect' result may include
more regular visits to free counseling services provided by a community health center
because you a"re depressed about your situation.

79. On the other hand, would you say that you avoided the medical system and had lower
usage of it during your involvement in the sex trade? Explain.

80. While involved in the sex trade, what physical and mental health problems and
conditions did you experience that were directly or indirectly due to your involvement
in the sex trade, and which increased your use of the health care system? List them.
Examples: contracting sexually transmitted diseases, HIV/Aids or the hepatitis
viruses. The indirect or related health efflects that require medical attention may
include conditions such as pelvic inflammatory disease. You may also include mental
health conditions such as severe depression and subsequent care. Hospitalization for

270



broken bones after a violent episode was covered in Section 3: Violence, but if you
did not discuss it then, you can add it here.

81. For each health problem or condition, estimate the number of visits to a health
practitioner, emergency centre, or hospitalization. Give details about the agencies or
organizations contacted. Speci$ the services and treatments received, as well as types
of medications prescribed (and costs if you remember them). If hospitalized,
approximately how long was the hospital stay? What tests were conducted?

82. Did you access any other community health agencies or other health practitioners,
such as physiotherapists, chiropractors, dentists and nurse practitioners? Were any
extra medical tests ordered or medications prescribed? Explain. An example is
chiropractic care for a neck-spine injury from being battered by a john. The
chiropractor may also prescribe special ice packs.

83. Did you incur personal medical expenses paid to any physical or mental health
practitioners and treatments or medications, not covered by Manitoba Health? Please
speciff. If you did not pay the costs of your treatment, who paid for them?

a. private inswance
b. füends or relatives
c. a government income assistance program
d. other þlease specifu):

Questions 84-90 are related to health utilization after exítíng the sex trade. These
questions are related to your lifelong health care system usage that may be due
directly or indirectly to your earlier work in the sex trade.

84. In your opinion, what health problems have you experienced after your final exit from
the sex trade that have led to increased use of the health care system? Give details of
the diagnosis, treatment and costs of medications received. Examples include the long
term medical usage from contracting sexually transmitted diseases such as HIV or
Hepatitis C or pre-cancerous cervical or uterine growths that require regular
monitoring by a doctor.

85. For each health problem or condition in #84, estimate the number of visits to an
emergency centre or hospital. Give details about the institutions contacted. Speciff
the services and treatments received, as well as types of medications prescribed (and
costs if you recall). If hospitalized, how long was the hospital stay? What tests were
conducted?
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86. How often do you visit medical professionals on an annual basis for sex-trade related
conditions or check-ups? Speciff your number of visits to the following practitioners
and specifu the services and treatments received, as well as costs of medications
prescribed:

a. family doctor
b. dentist
c. nurse practitioner
d. psychiatrist
e. chiropractor
f. physiotherapist
g. specialists
h. other (please specify):

For approximately how long in the future do you expect to visit medical professionals
for sex-trade related conditions or check-ups (1 more year, 5 years, etc.)?

87. Who pays the cost of their services?
a. out ofyour own pocket
b. insurance company
c. relative or friend
d. free service through the public health care system (give details about the

agency that provides these services)
e. a government income assistance program
f. other þlease specify):

88. Do you have mental health issues that are sex-trade related for which you visit health
service providers such as counselors, psychologists, etc? If yes, who pays these
costs?

a. out ofyour own pocket
b. insurance company
c. relative or friend
d. free service through the public health care system (give details about the

agency that provides these services)
e. a government income assistance program
f. other (please specifu):

For approximately how long in the future do you expect to visit mental health
caregivers for sex-trade related conditions or check-ups (1 more year, 5 years, etc.)?

89. If this applies to you, estimate the current personal annual out-of-pocket costs of any
addictive habits that you would prefer not to be doing. Examples may include
cigarette smoking or excessive gambling. For approximately how long in the future
do you expect to incur these personal expenditures (1 more year, 5 years, etc.)?
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90. Estimate your personal costs for prescription drugs and self-help materials (books,
tapes); traditional and alternative therapies; nutritional supplements. For
approximately how long in the future do you expect to incur these personal
expenditures (1 more year,5 years, etc.)?

SECTION 7: SOCIAL AND COMMTINITY SERVICES

We are interested in obtaining information about your access to social service
agencies and other communify resources. In order to help you recollect your
usage of social serices, we have provided a list of agencies in the Winnipeg area
at the end of this questionnaire. You should begin this section by checking off
the types of community services and government agencies that you have
contacted. Indicate whether contact was made during the period in which you
were involved in the sex trade or after your fïnal exit or both periods of time.
Also think about whether you contacted the âgency as a result of your
involvement in the sex trade, either directly or indirectly.

If the agency name only is listed below, you should also tell us the name of the
program in which you participated at that agency. Estimate the number of times
that you used the program and for how long. You may also add to the list at the
end of the interview questionnaire any other agencies that you have contacted,
which do not âppear on the list. \ile apologize for any overlap between the
following questions and the earlier interview questions.

After you have reviewed the list of agencies, âns\ryer questions # 9l-99.

During the períod thøt you were ínvolved in the sex trade:

91. While working in the sex trade, did you ever access any of the following services as a
direct or indirect result of your involvement in the sex trade? Speciff how many
times, how often and for what services.

a. outreach van providing condoms, needle exchange, crisis intervention,
safety information such as a street newsletter

b. drop-in centre providing services such as a shower, counseling, recreation,
meals and clothing

c. crisis or help line
d. sexual assault crisis centre
e. counseling at a community agency
f. outreach counseling services
g. services related to addictions (e.g. detox)
h. a safe house or shelter
i. a group home or transitional housing project
j. a church progam or drop-in centre
k. an exiting or transition program (an example is TERF)
l. cultural services
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92. During your attempt(s) to exit the sex trade, describe the involvement of community
agencies? List the agencies contacted, the type of services, estimate the numbers of
visits (for example, 2xper week) and for how long a period of time.

93. After you entered the sex trade and before your final exit, did you ever have contact
with Child and Family Services? If yes, state the services provided. Do not give any
specific details. For example, was the contact related to foster care or group home
placement for yourself or your children (legal guardianship status)? You should also
speciff the total length of time that you or any of yow children lived in a group home,
foster care or were placed with relatives.

94. If your children were placed in foster care or with relatives do you think this was due
to the nature of your work in the sex trade and/or addictions? Just answer/¿s or no fo
each one. Do not give any specific details.

95. Think about the period of time before you became involved in the sex trade and also
around the time that you entered the sex trade. Did you ever come across any
information about alternatives to sex work? Use the following list as a guide and
give details.

a. a school awareness or presentation program or any materials in your
school about the health risks and dangers in the sex trade

b. a non-judgmental school counseling program that you had easy access to
and which dealt with abuse, family conflicts and issues related to running
away from home

c. a poster in a bus shelter or posted in a public area, listing contact
information on available community support resources to get off the
streets and reasonable alternatives to sex work, including help with job
searching or financial help

d. a resource pamphlet indicating contact information on available
community support resources to get off the streets and reasonable
alternatives to sex work, including help with job searching or financial
help

e. a help-line or 24 hour distress line directed at street workers and posted in
a public place such as a bus shelter

f. approached by an outreach worker offering information on community
support agencies or resources or outreach counseling services

g. other (please speciff):

m. other þlease specify):
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We are interested in capturing information about your long term usage and
access to social services. During the period øfter theJinal exít from the sex
trade:

96. Did you continue to contact community programs for yourself or on behalf of your
children? Would you say that these contacts were related to your previous
involvement in the sex trade? If yes, for what services, how many times and how
long?

ongoing support groups
cultural support programs
agencies that helped you to obtain subsidized housing
recreation activities
food banks
emergency food/fi nancial relief
support at churches
help/crisis lines
drop in centers
income assistance (welfare aid)
youth counseling programs
parenting or parent/teen conflict classes
Big BrothersÆig Sisters Association
other (please speciff):

Estimate approximately how long in the future you expect to access any of these
services which are directly or indirectly related to your previous sex trade activities (1
more year, 5 years, etc.)?

97. After your final exit from the sex trade, did you ever have contact with Child and
Family Services? If yes, describe the services provided. For example, the contact may
have been related to getting your children back from foster care arrangements or
parenting support. You do not have to provide any specffic details, just the types of
services accessed.
If your children are currently in care with CFS, estimate approximately how long in
the future you expect them to remain in foster care or other guardianship
arrangements (l more year, 5 years, etc.)? (assess legal guardianship)

98. Do any of your children have learning disabilities, fetal alcohol or narcotics syndrome
(FAS/FNS), which you consider to be related to involvement in the sex trade (for
example, due to addictions that increased as a result of sex trade activities)?

99. Have you ever accessed any special education services or tutoring for your children
due to learning disabilities or behavioral problems? Provide some details about
agencies contacted and services provided, and for how long.
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OTHER LIFELONG COSTS

100. Have you ever incurred any of the following personal expenses as a direct result
of your previous involvement in the sex trade? Speciff the number of times?

a. relocation costs (moving to a new city or area)
b. an unlisted telephone number
c. a home security system
d. self-defense classes
e. other þlease specifu):

CHECKLIST OF COMMT]}üTY SUPPORT AGENCIES

Programs at the Aboriginal Centre of Winnipeg
o Anishnaabe Oway-Ishi Inc. (training/employment)
o Aboriginal Health and Wellness Centre
o Original Women's Network
o Aboriginal Council of Winnipeg
o Aboriginal Literacy Foundation

Aboriginal Family Support Services
AFM: Addictions Foundation of Manitoba programs

o River House
o Christie House

Alcoholics Anonymous
Andrews Street Family Centre
Anokiiwin Training Institute
Big Brothers Big Sisters of \ilinnipeg
Child and Family Services of Winnipeg
Circle of Life Thunderbird llouse: support groups
Elizabeth Fry Society
Family Violence Program
Ilarvest Food Bank
Ikwe-Widdjiitiwin (a shelter)
Indian and Metis tr'riendship Centre
Klinic Communify Health Centre: WinnÍpeg Sexual Assault Crisis line
Klinic Community Health Centre: Dream Catchers; Teen Talk; Evolve
MacDonald Youth Services programs

o Youth Mobilization/Crisis Unit (at Marymound or Project Neecheewam)
Ma Mawi \ryi Chi ftata Centre
Manitoba Adolescent Treatment Centre
Manitoba llousing Authority
Manitoba Learning Centre
Manitoba Metis Federation
Marymound Group Home
Narcotics Anonymous
Native Addictions Council of Manitoba
Native \ilomenos Transition Centre
New Directions: Families affected by sexual assault
New Directions: TERF Program (Training and Employment Resources for

o
o

o
o
o
o
o

o
o

o
o

o
o

U

o
o
U

o

o
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o

o
a)

o

o

Females) - Youth and Adult Programs
New Directions: Try Program
Nine Circles Community Health Centre
North End Woments Resource Centre
Osborne House Crisis Shelter
Operation Go Home
Pritchard House
Project Neecheewam
River House (Addictions Foundation of Manitoba)
Rossbrook House
SAGE llouse (a program of Mount Carmel Ctinic) or the mobile van
Salvation Army programs

o Prostitution Diversion Program
o Women's Services Shelter on Henry Avenue

Seven Oaks Youth Center
St. Norbert Foundation @ehavioural Health Foundation)
Street Connections (needle exchange; meals; drop-in environment)
Taking Charge (iob search, training)
Teen Touch (24 hour distress line)

o

U

o Urban Circle Training Centre: Adult Education and Employment Program
o \ilinnipeg Adult Education Centre
o Winnipeg Boys and Girls Club
o Winnipeg Native Alliance
o Winnipeg Transition Centre
o Wolseley Family Place
o \ilomen's Empowerment Project

List any other community organizations:

o Church organizations
o Aboriginal service providers
o A program at a community health centre
o A group housing facitity
o Pregnancy counseling serr¡ices
o Support groups
o A safe house or shelter
o Any organization that helped you with independent living arrangements
o Any organization that helped you with financial assistance
o Any organization that helped you with preparing a resume or finding a job
o A helpJine
o A drug or alcohol rehabilitation centre
o A food bankorsoup kitchen
o A training or education program
o A drop-in center

o LIST OTIIER ORGANIZATIONS:

Thank-you very much for your participation!!!!!
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Please be advised that your above-referenced protocol has received human ethics
approval by the Joint-Faculty Research Ethics Board, which is organized and operates
according to the Tri-Council Policy Statement. This approval is valid for one year only.

Any significant changes of the protocol and/or informed consent form should be reported
to the Human Ethics Secretariat in advance of implementation of such changes.
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