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Guryan and Charles (2008): Prejudice and Wages

Becker model predicated on the assumption that some whites are
prejudiced, suffer disutility from interacting with blacks.

Model has very stark predictions on how the distribution of prejudice
affects equilibrium wage differential.

But these predictions have never been tested.
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Predictions:
1 Equilibrium wage differential depends on the extent of prejudice of the

marginal employer, not the average employer.
2 Right tail of the distribution of prejudice does not matter for wage

differential.
3 The larger the fraction of blacks in the workforce, the larger the wage

differential.

Test these predictions using data on attitudes from the General Social
Survey, and data on wages from CPS.
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Measuring prejudice

General Social Survey (GSS)

Repeated cross section of US households
Conducted every year since 1972
Many questions on racial attitudes
Also: happiness, political attitudes, role of women, etc.
Representative at the national level (not at the state level!), but
sample not very large.
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Questions asked vary year to year.

Four questions asked more or less every year:

Do you think there should be laws against marriages between blacks
and whites?
If your party nominated a black for president, would you vote for him if
he were qualified for the job?
Agree? White people have the right to keep black people out of their
neighborhoods and blacks should respect that right.
Aggregation of three questions about whether you would object to
sending your kids to a school that had few/half/most black students.

Measuring prejudice: simple average of standardized responses to all
questions asked for a given respondent.

Exclude questions that are more about government role.
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Trends in prejudice

Source: Lang and Lehmann (2012)
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But Becker model is not about average level of prejudice.

Must instead calculate the extent of prejudice of the marginal
discriminator.

If all employers hire exactly one worker (more generally, if all firms are
equal size), then the marginal discriminator is the individual at the
pth percentile of the prejudice distribution, where p is the fraction of
blacks in the workforce.
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Distribution of prejudice across regions
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Empirical Test

Two step procedure.
1 Estimate Mincer wage regression (CPS May/MORG data, 1979-2002),

controlling for education, potential experience, year effects, state
effects, black dummy interacted with state effects.

2 Regress estimated residual wage gap in every state on measures of
prejudice and fraction black (WLS, weights are precision of first step
estimates).
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Strong support for all predictions of the theory.

Lorenzo Neri Labor & Personnel Economics a.y. 2025/26 12 / 29



Average prejudice has no effect (when no other controls).

Marginal prejudice strongly negatively correlated with wage gap, even
when controlling for average prejudice and fraction black.

Fraction black strongly negatively correlated with wage gap.

Median and 90th percentile prejudice don’t matter, 10th percentile
does (despite there being less variation in 10th percentile).

Back of the envelope calculation: prejudice can explain about 25% of
wage gap.

Large, but it means that an even larger difference in the wage gap
must be attributed to other factors.
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Wage discrimination

Employer taste-based discrimination should vanish with competition.

Black and Strahan: look at bank deregulation in the 1970s.

Bank regulations prevented banks from entering new markets:
restrictions to competition.
States gradually lifted these restrictions between 1975 and 2000.

Prediction of the model: lifting of bank regulations should reduce
discriminatory practices.

Evidence: female wages fell less relative to men, female share in
managerial positions increased.

Diff in diff to separate effects from secular trends in female wages and
occupational choice.
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Drop in wages for both men and women, but larger for men.
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Levine, Levkov and Rubinstein (NBER WP 2008): similar analysis for
black-white race gap.

But they look at the effect of banking deregulation on non-financial
firms.

Bank deregulation facilitated access to credit, spurred entry of new
firms.

Both racial wage gap and racial segregation in the workplace were
reduced following deregulation.
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Discrimination in hiring

Goldin and Rouse (AER 2000): the impact of blind auditions on
hiring of female musicians.

Symphony orchestras: new hires must go through a lengthy process of
auditions.

Music directors almost exclusively male, some known to be prejudiced.

Claims abound in the world of music that ”women have smaller
techniques than men,” ”are more temperamental and more likely
to demand special attention or treatment,” and that ”the more
women [in an orchestra], the poorer the sound.”

Zubin Mehta: ”I just don’t think women should be in an or-
chestra”

Starting in 1970s, many orchestras started introducing screens,
making the auditions ”blind.”
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Pretty stark trend break in the proportion female, starting in 1970s.
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...and in the female share of new hires
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No trend break in females graduating from (one) top music school.
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Audit/Correspondence Studies

Audit study: hire pairs of RA/actors, one minority, one nonminority,
have them apply to jobs (apartment rentals, loans, etc.) and test for
discrimination.

Advantages: apparently ”clean” evidence of discrimination.

Disadvantages:

small samples
differences between auditors other than race/gender/etc.
Auditors know that the study is about discrimination, may affect their
demeanor.

Alternative: correspondence studies. Send identical resumes to firms,
varying only one characteristic (race or gender)
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Bertrand and Mullainathan (AER 2004)

“Are Emily and Greg More Employable than Lakisha and Jamal? A
Field Experiment on Labor Market Discrimination.”

Title says it all...

First names can be very clear indicators of race. The phenomenon of
distinctively black names increased since the 1960s.

Sent many almost identical resumes in response to ads in Boston
Globe and Chicago Tribune.

Some resumes had distinctively black names.
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Blacks have substantially lower callback rates.
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Lower returns to resume quality for blacks
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