Economics of Discrimination

Maitreesh Ghatak (Weeks 1-5)
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Course Description: This course will cover the economics of discrimination guided by
economic theory and evidence. In the first part of the course, we will look at some broad
stylized facts relating to discrimination in the labour market (both racial and gender) and
then cover some of the leading economic theories of the causes and consequences of
discrimination, why it tends to persist despite the economic inefficiencies involved, the
role for corrective policies, and to the extent the negative effects of discrimination can get
transmitted inter-generationally. The second part of the course includes the empirical
measurement of discrimination, an overview of the economic consequences of racial and
gender discrimination, which policies have been implemented to promote equality for
underrepresented groups, and what is the relationship between economic inequality and
intergenerational mobility. The second part will also cover econometric methods that have
been used in the literature on the economics of discrimination. Both parts will have some
overlaps in terms of topics, and in some cases, papers. However, they are designed to
be complementary, with the first part posing stylized facts and questions, and then trying
to interpret them using some simple theoretical models, while the second part, will
examine the empirical implications of the theory and will focus on issues of measurement
and causal identification.

Prerequisites: This course combines theory and empirics and requires a good
understanding of microeconomic theory and econometrics.

Readings: The material consists of academic papers, newspaper or online articles, and
podcasts. Papers marked with one star (*) and with two stars (**) are required to be read
before the lecture.

Assessments: There will be a combination of problem sets and short written reports as
part of your formative coursework. The problem sets will cover both theoretical and
empirical topics covered in the lectures. The written reports should be 1 page. They
should summarize a (**) paper that will be discussed in class and provide two major
comments on the assigned paper. Examples of comments can be suggestions for future
research, questions relevant to the paper that it does not address, major concerns related
to the analysis and suggestions for investigating them, and alternative interpretations of



the evidence that the authors did not consider. The goal of these written reports is to get
you to think actively and critically about the topics we will discuss. The written
assignments (problem sets or written reports) will be discussed in the classes.

The summative part of assessment will be an essay which takes up a specific question
related to the topics covered in the course and provides a critical assessment of the
literature, both policy and academic, discussing both what we know, and the gaps in our
knowledge or understanding of the processes and mechanisms at work.

PART I:

The starred readings are required but students are only required to read the relevant parts
of these papers that will be covered in the lecture.

Lecture 1: Race and Gender Discrimination — Introduction and Some Stylized Facts
In this lecture we will overview some broad stylized facts concerning racial/ethnic and
gender discrimination in the labour market and outline the key questions that the
theoretical models of discrimination try to address.

(*) Lang, Kevin and Jee-Yeon K. Lehmann (2012); “Racial Discrimination in the Labor
Market: Theory and Empirics”, Journal of Economic Literature, Vol. 50, No. 4, pp. 959-
1006.

(*) Blau, Francine D. and Lawrence M. Kahn (2017): “The Gender Wage Gap: Extent,
Trends, and Explanations,” Journal of Economic Literature 2017, 55(3), 789-865.

(*) Jayachandran, Seema (2015): “The Roots of Gender Inequality in Developing
Countries,” Annual Review Economics, 7:63-88.

Bertrand, Marianne (2018): “The Glass Ceiling,” Economica (2018) 85, 205-231.
Albanesi, Stefania, Claudia Olivetti, and Barbara Petrongolo (2022): “Families, labor

markets and Policy”, Centre for Economic Performance Discussion Paper No. 1887,
November 2022

Lecture 2: Models of Taste and Statistical Discrimination



In this lecture we will cover theories of why discrimination exists in the economic sphere
and its consequences covering two of the canonical models of discrimination that
economists use, namely, taste-discrimination and statistical discrimination.

(*) Charles, Kerwin Kofi and Jonathan Guryan (2008): “Prejudice and Wages: An
Empirical Assessment of Becker's The Economics of Discrimination,” Journal of Political
Economy, 2008, vol. 116, no. 5, pp 773-809.

(*) Altoniji, Joeseph G. and Rebecca M. Blank (1999): “Race and gender in the labor
market”, Chapter 48 in the Handbook of Labor Economics, Volume 3, Part C, 1999,
Pages 3143-3259.

(*) Altoniji, Joeseph G. and Charles R. Pierret (2001): “Employer Learning and Statistical
Discrimination”, The Quarterly Journal of Economics, Vol. 116, No. 1 (Feb., 2001), pp.
313-350.

Lang, Kevin and Jee-Yeon K. Lehmann (2012); “Racial Discrimination in the Labor
Market: Theory and Empirics”, Journal of Economic Literature, Vol. 50, No. 4, pp. 959-
1006.

Lecture 3: What causes discrimination to persist?

In this lecture we will address the question as to why economic forces do not tend to
eliminate discrimination to the extent they lead to inefficient economic outcomes, and to
the extent the effects of discrimination can transmit intergenerationally.

(*) Ghatak, Maitreesh and Zaki Wahhaj (2022): “Can Discriminatory Behaviour Persist in
Competitive Labour Markets?”, Working Paper, London School of Economics.

(*) Akerlof, George (1976): “The Economics of Caste and of the Rat Race and Other
Woeful Tales”, The Quarterly Journal of Economics, Nov., 1976, Vol. 90, No. 4 (Nov.,
1976), pp. 599-617

(*) Bowles, Samuel, Rajiv Sethi and Glenn C. Loury (2014): “Group Inequality,” Journal
of the European Economic Association, February 2014, Vol. 12, No. 1 (February 2014),
pp. 129-152.



Ghatak, Maitreesh (2015): “Theories of Poverty Traps and Anti-Poverty Policies”, World
Bank Economic Review, Papers and Proceedings of the ABCDE, Vol 29 (Supplement
1): S77-S105.

Lang, Kevin and Jee-Yeon K. Lehmann (2012); “Racial Discrimination in the Labor
Market: Theory and Empirics”, Journal of Economic Literature, Vol. 50, No. 4, pp. 959-
1006.

Lecture 4: Economics of the Family and Gender Discrimination

While some of the models of discrimination and its persistence applies to all
disadvantaged social groups, including race and gender, family and household-related
factors such as marriage and fertility, put women at an additional disadvantage. In this
lecture we will look at some theoretical models that capture some of the issues.

(*) Doepke, Matthias and Fabian Kindermann (2019): “Bargaining over Babies: Theory,
Evidence, and Policy Implications”, American Economic Review 2019, 109(9): 3264—
3306.

(*) Albanesi, Stefania, Claudia Olivetti, and Barbara Petrongolo (2022): “Families, labor
markets and Policy”, Centre for Economic Performance Discussion Paper No. 1887,
November 2022

Cortés, Patricia and Jessica Pan (2023): “Children and the Remaining Gender
Gaps in the Labor Market,” Journal of Economic Literature 2023, 61(4), 1359-1409.

Nobel Prize Committee (2023): “History helps us understand gender differences in the
labour market”, Citation of Claudia Goldin’s contribution.

Lecture 5: Affirmative Action Policies

In this final lecture of the first half of the course, we will look at affirmative action policies
and their pros and cons in terms of dealing with root causes as well as the consequences

of discrimination.

(*) Coate, Stephen, and Glenn C. Loury. "Will Affirmative-Action Policies Eliminate
Negative Stereotypes?." American Economic Review (1993): 1220-1240.



(*) Fang, Hanming and Andrea Moro (2011): “Theories of Statistical Discrimination and
Affirmative Action: A Survey,” Chapter 5, Handbook of Social Economics, North-Holland,
Volume 1, Pages 133-200,

Chung, Kim-Sau (2000): “Role Models and Arguments for Affirmative Action,” The
American Economic Review , Jun., 2000, Vol. 90, No. 3 (Jun., 2000), pp. 640-648.

Holzer, Harry and David Neumark (2000): “Assessing Affirmative Action,” Journal of
Economic Literature , Sep., 2000, Vol. 38, No. 3 (Sep., 2000), pp. 483- 568.

Loury, Glenn C. (2022): “Relations before Transactions: On Persistent Racial Inequality
in the United States,” The Morishima Lecture, London School of Economics, May 31,
2022.

Fryer Jr., Roland G. and Glenn C. Loury (2005): “Affirmative Action and Its Mythology,”
Journal of Economic Perspectives, Volume 19, Number 3, pp 147-162.

Affirmative Action - Stanford Encyclopedia of Philosophy
(https://plato.stanford.edu/entries/affirmative-action/)

PART II:
Lecture 6: Racial inequality

- How do we measure discrimination? What are the economic consequences
of racial discrimination? Which policies have been successful in reducing
racial inequality?

- Methods: Potential outcomes, treatment effects, and randomized
experiments.

(*) Bertrand, Marianne, and Sendhil Mullainathan. "Are Emily and Greg More Employable
than Lakisha and Jamal? A Field Experiment on Labor Market Discrimination." American
Economic Review 94, no. 4 (2004): 991-1013.

Charles, Kerwin Kofi, and Jonathan Guryan. "Studying Discrimination: Fundamental
Challenges and Recent Progress." Annual Review of Economics 3, no. 1 (2011): 479-
511.


https://plato.stanford.edu/entries/affirmative-action/

Coate, Stephen, and Glenn C. Loury. "Will Affirmative-Action Policies Eliminate Negative
Stereotypes?." American Economic Review (1993): 1220-1240.

Miller, Conrad. "The Persistent Effect of Temporary Affirmative Action." American
Economic Journal: Applied Economics 9, no. 3 (2017): 152-190.

(**) Schindler, David, and Mark Westcott. "Shocking Racial Attitudes: Black Gls in
Europe." The Review of Economic Studies 88, no. 1 (2021): 489-520.

(*) Video: https://www.youtube.com/watch?v=rnboQY 1Dy8I&t=2s

(*) Murphy, Kevin. “How Gary Becker Saw the Scourge of Discrimination.” Chicago Booth
Review, University of Chicago, 15 June 2015. Link available here:
https://www.chicagobooth.edu/review/how-gary-becker-saw-the-scourge-of-
discrimination

Lecture 7: Gender inequality

-  Why do women earn less than men? Why is the pay gap much larger among
college graduates than those without a college degree? Which policies have
been successful in mitigating gender inequality around the world?

- Methods: Instrumental variables.

(*) Goldin, Claudia. "The Quiet Revolution that Transformed Women's Employment,
Education, and Family." American Economic Review 96, no. 2 (2006): 1-21.

Goldin, Claudia. Career and Family: Women’s Century-Long Journey Toward Equity.
Princeton University Press, 2021.

(**) Jayachandran, Seema. "Social Norms as a Barrier to Women’s Employment in
Developing Countries." IMF Economic Review 69, no. 3 (2021): 576-595.

Lundborg, Petter, Erik Plug, and Astrid Wurtz Rasmussen. "Can Women Have Children
and a Career? IV Evidence from IVF Treatments." American Economic Review 107, no.
6 (2017): 1611-1637.

Olivetti, Claudia, and Barbara Petrongolo. "The Economic Consequences of Family
Policies: Lessons from a Century of Legislation in High-Income Countries." Journal of
Economic Perspectives 31, no. 1 (2017): 205-230.


https://www.youtube.com/watch?v=rnboQY1Dy8I&t=2s
https://www.chicagobooth.edu/review/how-gary-becker-saw-the-scourge-of-discrimination
https://www.chicagobooth.edu/review/how-gary-becker-saw-the-scourge-of-discrimination

(*) Video: https://www.youtube.com/watch?v=A3Nwi1VsF30

(*) Podcast:
https://soundcloud.com/theworkgoesonpodcast/claudia-goldin-on-her-journey-from-the-
bronx-to-harvard/s-

T7HVYy4CON6r?si=0420b2473e454e3584b3c531e510e51e&utm source=clipboard&utm
medium=text&utm campaign=social sharing

Lecture 8: Inequality for other underrepresented groups

- We will revisit discrimination and policies targeting other underrepresented
groups, such as people with disabilities, immigrants, and LGBTQ+.

Aldén, Lina, Lena Edlund, Mats Hammarstedt, and Michael Mueller-Smith. "Effect of
Registered Partnership on Labor Earnings and Fertility for Same-Sex Couples: Evidence
from Swedish Register Data." Demography 52, no. 4 (2015): 1243-1268.

Ameri, Mason, Lisa Schur, Meera Adya, F. Scott Bentley, Patrick McKay, and Douglas
Kruse. "The Disability Employment Puzzle: A Field Experiment on Employer Hiring
Behavior." ILR Review 71, no. 2 (2018): 329-364.

(**) Anjali Adukia, Alex Eble, Emileigh Harrison, Hakizumwami Birali Runesha, Teodora
Szasz, What We Teach About Race and Gender: Representation in Images and Text of
Children’s Books, The Quarterly Journal of Economics 138, no. 4 (2023): 2225-2285.

(*) Moser, Petra, Alessandra Voena, and Fabian Waldinger. "German Jewish Emigrés
and US Invention." American Economic Review 104, no. 10 (2014): 3222-3255.

Moser, Petra, and Shmuel San. "Immigration, Science, and Invention: Evidence from the
1920s Quota Acts." Working Paper (2020).

(*) Podcast:
https://www.ted.com/talks/worklife with adam grant it s time to stop ignoring disabi

lity/transcript

Lecture 9: Intergenerational mobility


https://www.youtube.com/watch?v=A3Nwi1VsF3o
https://soundcloud.com/theworkgoesonpodcast/claudia-goldin-on-her-journey-from-the-bronx-to-harvard/s-T7HVy4C9N6r?si=0420b2473e454e3584b3c531e510e51e&utm_source=clipboard&utm_medium=text&utm_campaign=social_sharing
https://soundcloud.com/theworkgoesonpodcast/claudia-goldin-on-her-journey-from-the-bronx-to-harvard/s-T7HVy4C9N6r?si=0420b2473e454e3584b3c531e510e51e&utm_source=clipboard&utm_medium=text&utm_campaign=social_sharing
https://soundcloud.com/theworkgoesonpodcast/claudia-goldin-on-her-journey-from-the-bronx-to-harvard/s-T7HVy4C9N6r?si=0420b2473e454e3584b3c531e510e51e&utm_source=clipboard&utm_medium=text&utm_campaign=social_sharing
https://soundcloud.com/theworkgoesonpodcast/claudia-goldin-on-her-journey-from-the-bronx-to-harvard/s-T7HVy4C9N6r?si=0420b2473e454e3584b3c531e510e51e&utm_source=clipboard&utm_medium=text&utm_campaign=social_sharing
https://www.ted.com/talks/worklife_with_adam_grant_it_s_time_to_stop_ignoring_disability/transcript
https://www.ted.com/talks/worklife_with_adam_grant_it_s_time_to_stop_ignoring_disability/transcript

- How do we measure intergenerational mobility? What is the relationship
between economic inequality and mobility? Which mechanisms drive this
relationship?

- Methods: measurement errors.

Asher, Sam, Paul Novosad, and Charlie Rafkin. "Intergenerational Mobility in India: New
Measures and Estimates Across Time and Social Groups." American Economic Journal:
Applied Economics (2022).

Bell, Brian, Jack Blundell, and Stephen Machin. "Where is the Land of Hope and Glory?
The Geography of Intergenerational Mobility in England and Wales." The Scandinavian
Journal of Economics 125, no. 1 (2023): 73-106.

(*) Black, Sandra E., and Paul J. Devereux. "Recent Developments in Intergenerational
Mobility." Handbook of Labor Economics 4 (2011): 1487-1541.

Chetty, Raj, and Nathaniel Hendren. "The Impacts of Neighborhoods on Intergenerational
Mobility I: Childhood Exposure Effects." The Quarterly Journal of Economics 133, no. 3
(2018): 1107-1162.

(**) Jacome, Elisa, llyana Kuziemko, and Suresh Naidu. Mobility for All: Representative
Intergenerational Mobility Estimates over the 20th Century. No. w29289. National Bureau

of Economic Research, 2021.

(*) Video: https://www.youtube.com/watch?v=m05NeaG3d2A

Lecture 10: Open topic

In the first lecture, students will vote which of the following topics they would like
to cover:

(a) Political and workplace representation

- What is the importance of representation in the political arena for public
policies? We will discuss citizen candidate models and empirical examples
supporting these models.

- What is the importance of diversity at modern workplaces for the welfare of
firms and workers? How understanding hidden biases can increase equity
and performance at firms?


https://www.youtube.com/watch?v=m05NeaG3d2A

(*) Bertrand, Marianne, Sandra E. Black, Sissel Jensen, and Adriana Lleras-Muney.
"Breaking the Glass Ceiling? The Effect of Board Quotas on Female Labour Market
Outcomes in Norway." The Review of Economic Studies 86, no. 1 (2019): 191-239.

(*) Chattopadhyay, Raghabendra, and Esther Duflo. "Women as Policy Makers: Evidence
from a Randomized Policy Experiment in India." Econometrica 72, no. 5 (2004): 1409-
1443.

Clayton, Amanda, and Par Zetterberg. "Quota Shocks: Electoral Gender Quotas and
Government Spending Priorities Worldwide." The Journal of Politics 80, no. 3 (2018): 916-
932.

Corradini, Viola, Lorenzo Lagos, and Garima Sharma. "Collective Bargaining for Women:
How Unions Can Create Female-Friendly Jobs." Working Paper (2022).

Dobbin, Frank, and Alexandra Kalev. Getting to Diversity: What Works and What Doesn'’t.
Harvard University Press, 2022.

(**) Li, Danielle, Lindsey R. Raymond, and Peter Bergman. Hiring as Exploration. No.
w27736. National Bureau of Economic Research, 2020.

Pande, Rohini. "Can Mandated Political Representation Increase Policy Influence for
Disadvantaged Minorities? Theory and Evidence from India." American Economic Review
93, no. 4 (2003): 1132-1151.

(b) Diversity and health
- Why and how does diversity affect health?

Alsan, Marcella, Maya Durvasula, Harsh Gupta, Joshua Schwartzstein, and Heidi
Williams. "Representation and Extrapolation: Evidence from Clinical Trials." The
Quarterly Journal of Economics 139, no. 1 (2024): 575-635.

(*) Alsan, Marcella, Owen Garrick, and Grant Graziani. "Does Diversity Matter for Health?
Experimental Evidence from Oakland." American Economic Review 109, no. 12 (2019):
4071-4111.

(**) Alsan, Marcella, and Marianne Wanamaker. "Tuskegee and the Health of Black Men."
The Quarterly Journal of Economics 133, no. 1 (2018): 407-455.



Chan, Alex. "Discrimination Against Doctors: A Field Experiment." Working Paper (2022).

(*) Koning, Rembrand, Sampsa Samila, and John-Paul Ferguson. "Who Do We Invent
For? Patents by Women Focus More on Women’s Health, But Few Women Get to Invent."
Science 372, no. 6548 (2021): 1345-1348.

(*) Schwartz, Aaron L., Marcella Alsan, Alanna A. Morris, and Scott D. Halpern. "Why
Diverse Clinical Trial Participation Matters." New England Journal of Medicine 388, no.
14 (2023): 1252-1254.

(c) Affirmative action in higher education:

- What is affirmative action in higher education designed to do? What has it
achieved?

(**) Akhtari, Mitra, Natalie Bau, and Jean-William Laliberté. "Affirmative Action and Pre-
College Human Capital." American Economic Journal: Applied Economics 16, no. 1
(2024): 1-32.

(*) Bagde, Surendrakumar, Dennis Epple, and Lowell Taylor. "Does Affirmative Action
Work? Caste, Gender, College Quality, and Academic Success in India." American
Economic Review 106, no. 6 (2016): 1495-1521.

Bleemer, Zachary. "Affirmative Action, Mismatch, and Economic Mobility After California’s
Proposition 209." The Quarterly Journal of Economics 137, no. 1 (2022): 115-160.

Chan, Jimmy, and Erik Eyster. "Does Banning Affirmative Action Lower College Student
Quality?." American Economic Review 93, no. 3 (2003): 858-872.

Coate, Stephen, and Glenn C. Loury. "Will Affirmative-Action Policies Eliminate Negative
Stereotypes?." The American Economic Review (1993): 1220-1240.

(*) Lam, Andrew. "White Students’ Unfair Advantage in Admissions." The New York
Times 30 (2017).



