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• So far, we have looked at various sources of heterogeneity in 
the wage structure: 
– By characteristics of the job 
– By workers’ levels of skills (human capital) 

• But there are also differences by basic demographic 
characteristics: gender, race, ethnicity. 

• What are the sources of these differences? 

• Differences important, because the labor market is rapidly 
changing, and women and minorities represent an increasing 
share of the labor force.



Table 12.1: Shares of the Civilian Labor Force for Major 
Demographic Groups: 1984, 1994, 2004, 2014



By gender: large differences in participation rates and earnings, even for full-time, full-
year. 

By race/ethnicity: large differences in schooling, participation  rates, unemployment 
rates and earnings. 



• Part of the differences accounted by differences in the amount 
of human capital. 

• But part of the differences are unexplained: discrimination? 

• General framework for thinking about the wage gap between 
groups 1 and 2: 
– Differences in skills 
– Differences in returns to skills (discrimination?)



• But we need to be careful… 

• What may appear as an unexplained difference, may actually 
be because of differences in unobserved skills. 

– If workers 1 and 2 are apparently identical, but worker 1 is paid more, is 
it because worker 2 is discriminated against, or is it because he/she is 
less productive in unobservable ways? 

– Motivation, leadership, cooperativeness, confidence, etc. 
 



• On the other hand, differences in the amount of skill may also 
be the result of discrimination:  

– Pre-market discrimination: perhaps blacks have lower educational 
attainment because they are discriminated against in the housing 
market, and don’t have access to high-quality schools. 

– Expected labor market discrimination also affects the accumulation of 
human capital: perhaps women don’t go to engineering school because 
they expect to be discriminated against in the labor market, lower 
return on their investment.



• Very rapid closing of the gender gap between 1979 and 1990, then 
      additional gains made by women, but at a slower pace.

Gender differences



The gap in hourly wages is smaller than the gap in yearly earnings (women work 
shorter hours).



• Closing of the gap is because male median wages have stagnated, 
female median wages have continued to grow.



Table 12.2: Female Earnings as a Percentage of Male 
Earnings, by Age and Education, Full-Time Workers, 2005

Gap larger for older workers (aging or cohort effect?), and for highly educated (except 
young workers).



• Simple controls for schooling and (potential) experience may 
overstate the extent of gender discrimination. 

• Schooling: large differences in choice of major, especially for 
older cohorts. 
– Total years of education may not adequately control for “quality” of 

schooling for women. 

• Potential experience (age – educ – 6) not the same as actual 
experience, especially for women. 
– Career interruptions 
– More part-time work 
– Lower hours of work, even conditional on full-time work



Table 9.3: Percentages of Women among College and University 
Graduates, by Degree and Field of Study, 1971 and 2004



Table 9.2: Labor Force Participation Rates, Part-Time 
Employment Status, and Hours of Work in the United States, by 

Gender (2005)



Occupational segregation



Bertrand, Goldin and Katz: “Dynamics of the Gender Gap for Young 
Professionals in the Financial and Corporate Sectors” (AEJ Applied, 2010)

Sample: MBAs who graduated from Booth School of Business (U Chicago) 
between 1990 and 2006.



Gender gap falls from 28.7 to 6.4 log points with the inclusion of: MBA GPA, finance 
classes, actual experience, and weekly hours worked.



• Interpretation: large costs to taking time off, career 
interruptions, lower hours and more flexible hours in 
corporate and financial sector. 

• Comparison to physicians, lawyers and PhDs:  
– MBAs had lower labor force participation (especially for women with 

children), and shorter spells of non-employment. 
– Earnings penalty for career interruptions larger for MBAs. 

• Flexible hours (more than short hours) matter a lot.  
“The economic benefits of re-organizing work to reduce the productivity costs of career 
interruptions, and more flexible work options, may be greater in professions where 
there is  a larger share (or critical mass) of women in the talent pool. A tipping point 
may have been reached in fields where women have become a majority (or nearly the 
majority) of the young talent (such as medicine, veterinary medicine, optometry, 
pharmacy, and accounting , but not yet for MBAs  and the business and financial 
sectors.”                               

See also Azmat and Ferrer (2017)



• Neal and Johnson (1996): most discrimination against blacks is 
pre-market. 

• Once you control for AFQT, almost no racial gap at all.

Racial Differences



• Fryer and Levitt (RESTAT 2004): large test score gaps at 
kindergarten entry, but can be almost entirely explained by 
differences in socioeconomic status. 

• But after two years, the racial gap reappears, even if you 
control for SES. 

• See also Heckman et al. (2013)








