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Mepidnyn Awatprpiig

H Evpornaikn 'Evoon Baciletor otig apyés g ehevbepiog, g onpoxkpatiog,
tov oefacuod TV aviponivov Skaoudtov Kot Tov OgpueAowddv elevbepiov,
KaBmG Ko TOL KPATOLS dkaiov, apy€c o1 omoieg etvar KOWES Yo OAa ToL KPATN WEAT.
H Evponaikn ‘Evoon céfetal ta OepeAiddn dikoudpoto, O1Tme KOToyupaVOVToL e
TV €VPOTAIKY CLUPACN YO TNV TPOGTAGIO TOV AVOPOTIVEOV IIKOUOUATOV Kol TOV
OepeMmd®V  ehevBepldv KOl OTTOG TPOKVTTOUV OO TIC KOWES CULVTOYUOTIKES
TOPAOOCELS TOV KPOTOV UEADV, MG YEVIKES apyEG TOV KOWoTikoV dikaiov. Ta kpdtn
uéAn €xovv Beomicel vopobBecieg mov oamayopebhouvv Tig Olakpicelg o€ OAeG TIg
EKQPAVOELS TNG KOWW®VIKT CmNG, KOl £X0VV GLVLTOYPAYEL CLUPAGELS, EVOPUOVIGUEVES
vd Vv kabodnynon tov Hvopévov EBvav kot tov ZvuPoviiov g Evpanng,
kaBévo amd ta omoio amayopevel Tig Olokpioels. H 1c6mTa vmayopever v
SGPAAON TOV STKOUMUATOV Kol TOV EVKOUPIOV OA®V TV avOpOTOV Kot amoTeAel
wo koipto gyybdnon yoo v Tpaypdtmon g Kowovikng cvvoyng (Green Paper
[2004]).

H Ogopkn mpootacio twv moAtdv g Evponng katd tov dwkpicemv
wyvpomomOnke pe v vioBEmon Ko v eBvikny evoopdtmon 6vo Oonywv: Tng
Oodnyiog v v 2lodtnto éveko EOvikng Kataymyng? (Racial Equality Directives
[2000/43/EC]), epapuolovoc v apyn ¢ Tong Metayeipiong (Equal Treatment)
aveEapmrov ebvikotntog (ethnicity) kot uing (race), xar g Odnyiag yio v
2Jootnto. otnv  Amaoydéinon? (Employment Equality Directive [2000/78/EC)),
eykafwpvovtag Eva yevikd mAOIGIO Yy TNV 160TNTO OTNV OmAcYOANCT KOl GTO
embryyelua éveko uAeTiKNG N eBvotikng kataywyng (ethnicity and race), Opnokeiog
(religion) M memonocewv (beliefs), niwiag (age), avamnpiag (disability) «at
YEVETNHG10V TpoGavaToAGpov (Sexual orientation).

Molatadto Kot TOPd TIC GUVIOVIGUEVEG VOMIKEG EVEPYEIEG TO. ETNOLO
Evponaikd dedopévo amodeikvoovy 6tL KaBe ypoévo ot moAiteg mov Lovv otV
Evponm avtipetonilovv olaxpicelg e 6A0 T0 @AcHA TNG KOWWOVIKNG TOvg (oNg
(Makkonen [2007]). Ot diakpicelg vmovougvovy ta dkoidpate Tov Boudtov Kot
AmOTEAODV TIG TAEOV KOTOYEYPOUUEVEG HOPQES KOTATATNONG TOV avOpdmivev
dwaiopatov oty Evporaikny ‘Eveoon. Ev tovtoig Alya givon yvootd yio v @ovon,

TOVG AOYOVG, TNV €KTOOT, KOl TO OTOTEAEGUOTO TOV POLVOUEVOL TNG OLAKPIOTG.



2100¢ G mapovoasg owTpPng eivar mn ggétacmn TOL  POVOUEVOL TNG
dlakpiong otV ayopd epyaciag HES®  OTATIOTIKOV KOlU  OIKOVOUETPIK®V
eEedikevoewy, Kot 1 OepeMoon  KATAAANANG OIKOVOMIKNG  TOMTIKNG HECH
VROJEYUATOV Y TNV amoTipnon tev ovo Evpondikdv Odnyiwv. Ot dwkpicelg
AmOTEAODV £VO TOADTAOKO KOWVAOVIKO QOIVOUEVO OV UTOPEl va pedetnBet povo péow
™m¢ Kataypaeng tov. H edhenym tov olaxpicewv amoutel cmoTd GYEOCUEVES
TOMTIKEG KOt OAEC €YOLV L KOWT| apeTnpio: TNV VTOPEN EUTEPIKDOV OEOOUEVOV.
Daivetor eMOUEVOG TOC Ol GTATIOTIKES €EEIOIKEVOES €lvol amopoitnTeg Yoo TNV
kaBodnynon kot ywo TV xEpoEn MG  OWKOVOMIKNG  TMOMTIKNG, &VAO 1)
aroteleopoTikOTTo TG Paciletor oty opbn Beperimon Tov @atvopévov.

Me Ao Adyla, 0 o10Y0g TG Tapovcsag dTpPng eivarl d1ttoc. Na mapdacyet
QUEPOANTTA EUTEIPIKE GTOLXEID avaPOpIKA HE TAOES OKkpong otnv EAinvikn
ayopd epyaciag, kol vo OeleMOOEL TOC CLYKEKPWEVES OTPATNYIKEG OAKPIONG
umopov  vo  €mAVOOVV  AMOTEAEGUATIKE HEe TNV  OUEGOAAPNON  KOWOVIKOV
oxedwotdv vd ™V kobodnynon twv mopicpatwv v EBuvpomdikov Odnyuov.
2VYKEKPUEVO, 0 OKOTOG TNG OTPIPNG EIVOL 1) EUTELPIKT) LEAETT) TOL QPOIVOUEVOL TNG
dibxpiong otV ayopd epyaciog éveko eBvikng kotoywyng (ethnicity) kot yevernoiov
npooavatolopov (sexual orientation) kot 1 vmoderypartonoinon (Modeling) tov
eowopévov TG owkplion tov uicbov  (wage discrimination) ovdpeco  oe
TAEOVOTIKOVG KOl LEIOVOTIKOVG EPYATEG, VIO TO TPIGHA TOV SOTPAYLATEDGEMY TMOV
EPYOATIKOV COUATEIOV KOl TOV ETYEPNOEMV UE OMYOTOAOKO yopoktipa (Union —
oligopoly bargaining).

H xopra cuppoin g datpiig £yKettal 6To YeYovog 0Tl GUVAPEIS EUTEIPIKES
HEAETEG, KAVOVTOG ¥pNoT £dpamUEVOV TEpapatikdv pebodoroyimy (experimental
techniques, correspondence test), dev éyovv ekmovnOei moté ywoo v EAAGSa. Ot
TOPOVGES EUTMEPIKEG €e10KEVOELS GVUPAGALOVY o dVO TEPLOYEG OV OV EXOLV
ooy OANCEL-TPOPANUaTicEl TIG €BVIKEG ONUOCIES aPYES, TNV EPEVVA GYETIKA UE TIC
OloKpIicES OTNV AMOGYOANOT KO TNV TEPAUOTIKY] KATOYPAPT] SOKPITIKOV TAGEDV
gvexa €0VIKNG KOTOY®YNG KOl YEVETIGLOV TPOGOVOTOAIGLOVD.

[MoapdAinia, m Oeopnriky OepeMmon TOL  EUIVOREVOL  TNG  O1BKPIoNG
e€el0IKeVETOL PECH TOV OMPOYUOTEVCEDMV TOV EPYATIKOV COUOTEI®V KOl TOV
enyepnoemv mov PPMoypaeikd oev Exovv avoypnoiporombet yio v Oewpntikn
epunveia Tov eovopévov g dtdkpiong twv pichov. H mapovca vroderypotonoinon

anotelel TV PO Tpoomdhela YEPaENS OIKOVOUKNG TOMTIKNG VIO TO TPICUA T®V



dvo Evponaikdv Oonyiwv katd tov dokpicewv. Evd, n vrodetypatonoinon tov
OTKOVOUIKADV TOATIK®OV Y10 TV OVTILETOMTION TNG O1KPIoNs TV ebdv tapovstalet
emmpdcbeto evoloPépov, a@ov (eDYOG EVOAOKTIKOV TOMTIKOV eEetdlovion pe
YVOLOVO TNV TOTEAEGLOTIKY ETIAVGT TOL PUVOUEVOD (POPOL, EMOOTNOELS, TOAMTIKES
ETAPIKNG KOWMVIKNAG €uBbvNg), kol v ektiunon g METAfoAn TG KOWMVIKNG
evnuepiog (social welfare). H Oempntikny e€eidikevon otoyedel 610 Vo mapdcyEt
YPNO OTOTEAEGHOTA, KAOMG KOl VAL GKIOYPOPTCEL TOVS TPOTOVS UECH TMV OTOI®mV
LELOVOTIKEG OUAOES OEXOVTOL OIUKPITIKEG CUUTEPIPOPES OO TIC EMYEIPNOELS KOL TOL
EPYOTIKA couaTeior ONovpydvTag TV PAcn Yoo TepaITEP® HEAETN Ko eE€1dikevon
TOL (POLVOUEVOU.

H d1atp1pn dopeitan og e&ne:

21010¢ 1oV Ilpdtov Kepalaiov, eivar 1 mopovcioon tov emMKpATESTEPOV
BempNTIK®OV VTOdEYLATOV TOL £Y0ovV TTpoTadel Yoo TV Bepelimon Tov POVOUEVO TNG
dbxpiong otmv ayopd epyoociag (labour market discrimination). To (immua tev
dwkpicemv 61N ovyypovn otkovoukn Oewpio amoterel éva and to mo cofopd
TPOPANLATO KO EYEL OAMOGYOAGEL TOAAOVG OIKOVOLOADYOLS SPOPETIKAOV LYOADV
0KOVOUIKTG okéyng. H évvola tov dtukpicemv oty ayopd epyaciog tifeton g eENG:
[Mati ko wog pio opddo epyalopévov aviipetoniletar S10QOPETIKE amd 10 KOHPLo
oo TOV epyYalopévav Gg o avIOy®OVIGTIKN ayopd epyoaciog. XvyKekpipuéva, ot
dwkpicelg oty ayopd epyoaciog opilovion OTOV OHAOES €PYOTAOV HE KAVOTNTEG,
HOPPwoN Kot eumelpiec 16e¢ pe AAAEG OUAOES YOUPOLY MYOTEPO EVVOTKAOV ELKAIPLOV
oTNV TPOGANYN, OINV TPoaym®wyn kot otovg cbodg ot Pdon opopévev
TPOCHOTIKOV M/KOL SNUOYPAPIKOV YOPOKTNPIOTIKOV TAVIOTE U CLUVOPOV HE TO
eninedo mapaywywkdtntag tovg (D’ Amico [1987]).

H pedém tov dwkpicewv oty ayopd epyociog eivar oMUOEIMG TIg
televtaieg dekaetieg. Oumg, yio v avaivon Tov GovopeEVOL TG dldkpilong eival
TOAD GNUOVTIKN 1 KOTOVONGN TS QUONG NG OIKPIoNG KOl TOV EKPAVGEMY TTOV
ocvvenayetat. Ot Oempnrikég PAoelg yio TV KATavONo™ TOL PAIVOUEVOL avalnTovVTOL
omv Bewpia mpotipunong dwkpicewv (Tase discrimination theory, Becker [1957];
[1972]), kou otV ototiotikn Oempia dakpicewv (Statistical theory of discrimination,
Arrow [1972)]).

Youpwvo pe tov Becker (1957) ot mpotiufoeig yio didkpion opeilovial 6Tig
TPOKOTAANYELS KO GTNV OTOGTPOPN TMV EPYOS0TMV, TOV AOUTMV EPYUTAOV KOl TMV

TEMUTAOV TOV EMYEPNCEDV EVOVTIOV UEIOVOTIKOV EPYOTAV, VM 1 EKTACT TNG
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didxpiong e€aptatar omd tov Padud mpokatdAnyng tovc. O Becker avti va vrobéoet
OTL 01 gpy0doTeg a&toAoyohv UOVO TNV TOPOYOYIKOTNTO TOV EPYOTMOV, Kot OTL Ol
TEMATEG EVOL0PEPOVTAL LOVO YL TV TTOWOTNTO TOV OyoddV KOl TOV VINPECIDOV TOV
TapPEYOVV Ol  EMYEPNOEL, O ouvvieheotng odkpiong (discrimination factor)
emnpedleton amd v €BvikdTTA, TO PVAO, TOV YEVETNGLO TPOCAVATOAICUO Kol GALQ
INUOYPOPIKAE T)/KOL TPOCOTIKA YOUPAKTNPIOTIKA TOV EPYATOV.

H mapovoa Bewpia Baciletor omnv €vvola g pomng yia o1dkpion. H évvowa
0T OVCOTIKG HETAPPAlEL TV WEN NG TPOKATAANYNG OTN YAMGOH TV
owovoukav. ‘Etor Aowdv, av £€vog €pyodotng &eivol TPOKOTEMNUUEVOS e
HELOVOTIKOVG gpyalopevoug, tOte 1 TTpdoAnyn evog omd avtovg Bo peudosl v
oeéleln Tov. XOoueovo ue tov  Becker, gdv o gpyoddTng £xel mpoTNoES Yo
OlAKPIOT CUUTEPIPEPETOL GOV VO €fvar S10TEOEYEVOC VO TANPADOGEL KATL TAPATAV®,
€161 ®oTE Vo TPocAaUPavel opiopévoug epydrteg Evavtt GAAwv. Ot mAglovoTiKol
epyateg, He TV o€pd tovg, eivan dwtebepévol va Buotdoovv picbBovg yia va
ATOPVYOVV LEIOVOTIKOVG €PYATEG, KOl Ol KOTOVOAMTEG elval dwotedeuévor va
TANPOGOVV TEPIGGOTEPO Y10 VO, ATOPVYOVV GUVAAAAYES LE PEIOVOTIKOVG epydteg. O
Becker ypnoiponowdvtag avti v tpocéyyion mpoonobdel vo eEnynoet Tig d1apopég
otovg pobovg avapeoca oe VO opades epyalopévev mov evad eivor eEicov
TOPOYOYIKOL 01 EPYOOOTEC TPOTHOVV TNV it opdda amd v dAAN. Eved 1 opdoa mov
TPOTILATOL GUGTNUATIKE YOIPEL ELVOTKOTEPWOV OP®V EPYOGIOG.

O ovvteleotng 018KpIoNG SIVEL TNV TOGOCTIONN AVATIUNGT TOV KOGTOLG Yo
™V TPOGANYN VOGS LEOVOTIKOV £pYalOUEVOD, 1] OTTO10 OPEIAETOL GTNV TPOKATAANYT
oL £py0doTn. Oco peyodvtepn elval N TPOKATAANYN, TOGO HEYOADTEPT ivon Ko M)
OTOAEW OQEAEWG OO TNV TPOGANYN TOL UEWVOTIKOD £pyalopuévov Kot TOCO
ueyaAbtepog eivar o ocvvieleothg Oiakplong. Emopévog, n Oswpio tov Becker
vroAoyiletan og 6povg TOV TOGO AYOTEPO TANPDOVOLY Ol EPYOOOTEG T UEAT OLTMOV
TOV HEOVOTIKOV OUAO®V amd OTL TANPOVOLV TOVG GAAOVS £pYalOUEVOVS TTOL OEV
OVIIKOVV GE OVTEG.

Mo onpavtikny mpoéktoaon kKo Ogpedioon avoapopwkd pe v Bewpio g
npotiunong amotelel M otatiotiky Oswpia dwkpicemv tov Arrow (1972), n omnoia
Bacileton oty duvopikn TV otepeotimwv. H avdivon avt vrobétel 61t Ta motevm®
KO 1] TANPOPAOPNOT TOV EPYOO0TMV GYETIKA LLE TNV TOPAYOYIKOTNTA TOV HLELOVOTIKMOV
opddmv vBvvovtal yuo T SaKPITIKEG cLUTEPLPOPES. Edv o1 epyoddtec vmoBiTouy

OTL o1 peovoTikol gpydreg eivar Ayotepo mopaymykoi, kot n eEaxpifwon tov
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TPAYLATIKOD EMTEOOV TNG TOPAYOYIKOTNTOG TOV LUELOVOTIKMY, GUVETAYETOL ETTAEOV
KOOTOC Y10 TNV EMLXEIPNOT, 01 EpY0OATEG £ivar d1aTEDEEVOL VO YPNGYLOTOMGOVY TOL
OMUOYPOAPIKE KO TO TPOCOTIKE YOUPOKTNPICTIKA TWV EPYOTAOV Y10 VO Amopaviovv yia
10 eminedo mapayoywkoémrag Tovs. Ovolaotikd oto vrddsrypo tov Becker
nmpootifetal o moapdyoviag 2KOGTOG TANPOEOPNONG? Yy TNV SomicTOoN NG
mopoyOyKoTnTa ToV Kébe epyalopevov. Ouwmg, éveka Tov 0Tt 01 £py0ddTES EMBLIOVY
va S10TNPovV T0 KOGTOG TOV EMYEPNCEMV GE EAYIOTO EMinedo, Kpivouv opBoroyikd
va Pacilovtolr 6e o6TEPEOTLTIOL TOV APOPOVY TNV TOPOYOYIKOTNTO OTOUM®V 7OV
avNKOVV G€ Jpopeg TANOLGHOKEG OpddES. AOY® OVTOV TOV CTEPEOTOMOV 1
EMIAOYY] TOV EPYATAOV YIVETOL LECH TWV ONUOYPAPIKDOV YOPOUKTNPIOTIKOV TOVG.

AvoivTtikdtepa, o€ pio ayopd Pe ateAn mAnpoeopnon ot epyodotes Ppickovv
TPOG TO GULUQPEPOV TOLG VO YPNCLLOTOUCOVY ONUOYPAPIKE YOPOKTNPICTIKA, TT.X.
eBvikdONTA, YEVOC, YEVETNGIO TTPOCAVOTOMGUO Yol VO 0ELOAOYCOVV TOVG EPYATEC.
Edv o1 £pyoddteg moTELOLY OTL LIAPYEL CLUGTNUATIKY] TOPAYOYIKTY OLPOPE LETOED
Y. ™G €BvIKOTNTAG, AVTO TO YOPOKTNPIGTIKO OMOTEAEL KPITNPLO Yol TNV O1AKPIoT
TOV OpOV £PYAciag avl TV EPYOTOV. TNV TEPIMTOCN NG OTATIOTIKNG Oewpiag TV
dwkpicemv gv avtiBeon pe v Bewplia ™ mpotiunong dokpicemv, ot pYodOTEG
TPATTOVV O1AKPIOT) EVAVTIOV TOV LEWOVOTIKOV OHAO®MV Ol EVEKO OITOGTPOPNS, OAAYL
O10TL TeTEHOLY OTL O1 LELOVOTIKOL £fvat AMydTEPO TOPAYDYIKOL KOl KEPOOPHPOL.

Me v dwtimwon tev Beopidv ™¢ ddkpiong and tov Becker kot tov
Arrow, ot owkovopoAdyotl BspeMmoov TeXVIKEG Yoo va. EAEYEOVY OGOV TOV dVVOTO
apepoAnmta T vroféoelg g odkpiong. Xto Agdtepo Kepdiato, eicaydyovpe Ko
avoilvovpe TV mAEov evoedetypévn pebodoroyio mov €xer mpotabel yw TV
Kataypapn Swkprtikov tdcemv: To mepduato mediov (field experiments). Ta
TEPAROTA TEGIOV YPNGUYOTOI0VVTOL TAPATAVE® OO GOPAVTA €11 OO KOW®VIKOVG
emotuoveg ano Iavemotuia g Evpdnng, e Apepikng kot g Avotpaiiog yo
vV Kotavonomn g @UoNG TOL QUIVOUEVOL NG OKPIoNG Kol Yoo TV Yapoén
noltikng (Riach and Rich [2002]).

H peBodoroyior TG mEPOAUATIKNG TEYVIKNG CLUVETAYETAL TNV TPOCOUOI®mON 1
npoomoinon ¢ emkowmviag petald epyodotdv Kar gpyatdv (correspondence
tesing) katd to oTAd0 NG Ovevpeong epyociog. MebBodoAoyikd, ol ePELVNTEC
LETOVGIOVOVTIOL GE EPYATEG, UEIOVOTIKOVS KOl TAELOVOTIKOVG, KOl KOTAYPAPOLY TIG

TPAYLATIKEG CLVONKES TOV AVTILETOTILOVV 01 EPYATES KOTA TO GTAIO TNG TPOCANYNG
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(hiring step). H dwamiotmon téong yio. 614Kpion 610 6Tdd10 TG aveLPESNC EPYACing
elvan peyiotng onpaociag. H apepdnmm opmg extipmon tov peyéBovg g d1dkpiong
givor advvarn pe 11 ovpPartikég uebodoroyieg (epmtnuatordyin). Ta mepdpoto
eSOV TOPEYOVY TNV SVVOTOTNTO Y10, TNV EKTIUNOT TNG TAGEMS QLTIC.

‘Eva  tomkd  meipopo  ovviotator oty omoGToAn}  Ovo  Ploypopik®dv
ONUEIWUATOV, GOV TAPAYOYIKA £pyaT®V, oty idw emyeipnon. H povn dwpopd
AVAUESO OTIG OVO EMGTOAEG EYKEITOL GE KOTO10 ONUOYPOPIKO 1| GBALO UN TOPAYOYIKO
YOPOKTNPOTIKO .. €OVIKN Kataywyn. Ot epyoddteg e TNV GEPA TOVG £PYOVTOL GE
EMKOWOVIOL UE TOVG EVOLLPEPOLEVOVS Kot Ol gpydrtec/epevvntég mpoomabovy va
evnuepmBovv yio T mapoyxés tove. 'Eyxovtag otabuicer 6OAovg ekeivovg Ttovg
TOPAYOVTEG TOV GLVNYOPOUV GE TOPOYOYIKEG OCLUUETPIEG M dpopd OTIg
TNAEQOVIKEG OVTATOKPIGELS, 1 O1POPE OTIC TOPOYES 0V Umopel mapd va amodobel oe
pepoinyiec amd v pepld tov gpyodot®v. Ta mepduata mediov @aivetonr va
TOPEYOVY TOV TANPN EAEYYO AVAPOPIKA LE TNV KOTOYPOPT OKPITIK®OV TAGE®V,
KaB®OG EALOYLOGTOTOOVVTOL O1 TEPUTTAGELS EGPUAUEVNS SOTICTOONS LEPOANYiNG apoD
TOPOYOYIKES ACVLUUETPIEG LETOED TMV EPYOTAOV SEV VPIGTAVTAL.

Y10 Tpito Kepdrawo, eiodyovpe tig dvo Evpomaikéc Odnyiec. Xt106x0g TOV
KEPOAOIOV oVTOV elval M Katavonon g eVong Twv OdNydY, KaBdg o1 EUTEIPIKES
Kot o1 BewpnTikég peAéteg mov Emovtal eEE0IKEVOVTOL 6T BACT TV TOPIGUATOV TOV
Odnyudv. To 13° apbpo g ZvvOnkng Tov AUcTEPVION TOV GLUTEPIMAPONKE oTNnV
YovOnkng ™m¢ Evpomnaikng Kowommrag, Vv evouLvVAU®MGE VO OVTILETOTICEL TO
Qovopevo TG Owikpong. Amotédecuo g OANG dSdKaciog NTov 1 oUdG®VT
gykpion oamd 1o XvuPovio to 2000, dvo odnyiwv: Tng Odnyiag Yo v 2ledTTa
éveka EBvicne Katayoync? (Racial Equality Directives [2000/43/EC]) «ot tng
Odnyiog yio v 2ledtnto otmv Azmaocydéinon? (Employment Equality Directive
[2000/78/EC]), pe otoyx0 va dwoeoiiotel 0Tt 6Aol ot kdtowkol g Evpomaikig
‘Evoong umopodhv va yoipovv omoTEAECUATIKNG VOUIKNG TPOCTOCIOG domd  TIg
dlakpicels.

H mpdtn Odnyio amayopevel 11 dwokpicels éveka €BVIKNG KOl QUAETIKNG
Katoymyng ota medio g epyoaciog, TG oamacyOAnong, g exmaidgvuong, g
KOW®VIKNG TPOCTOGIOG, TNG TOPOoYNS ayafdv Kol vanpesidv, Kol g otéyaorn. H
devtepn Odnyio amayopedel Tig dlokpioelg Adym QUAETIKNG N €BVOTIKNG KaTay®yng,

Opnoxkeiog 1 memodnocewv, NAKiag, avarnpiog Kot YEVETGL0V TPOCAVATOMGHOVD.
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Ot dvo Odnyieg avéncav oNUOVTIKA TO EMIMESO TNG TPOOTAGING EVEKA TMV
dwkpicewv omv Evpornaikn Evoon. e moAtkd eninedo, o otOX0g TOL LYNAOL
TOCOCTOV €PYACiaG, M TPOo®ONGN NG KOWWVIKNG GLUVOYNG, Kot 1 onpovpyio
KMpotog acedielng, elevbepiog kot OKOOoUVNG €xouv Yivel oTOXOL TPMOTING
TPOTEPOOTNTOS. ZNUEPA 1| BEGIKT] SEGUEVLOT] GTOV AYDOVO KATA TOV Ol0KpioE®V Eivor
mo évtovog opa moté (Green Paper [2004]).

Y10 Térapro Kepdhoto, AapPavovtag vmoym v eBvikr] vioBétmon tov
Evponaikov Odnydv katd tov dwkpicewv (Apyn g Tong Metayeipiong
[2005/3304]), kou 0éhovtog vo eEetdoovpe T0 KATd OG0 01 BEMPNTIKEC TPOCEYYIOELS
OV Qawvopévoy g olakplong (Becker [1957], Arrow [1972]) emainbedovtar, T0
{nrovuevo mpog eE€taon ivan 1o kotd OG0 gBvikol epydrtec, cvykekpluévo AABavoi
HETOVAOTESG, amoAlapPavouy mANpn eievbepio kol apepdInmreg amoraPég Katd v
€16000 T0VG TNV Ayopd epyaciog. ZVYKEKPIUEVA, N avLTOPEio OIKOVOUIKAOV LEAETMV
Yo TV KoTOypaen OKpItkav tdoewv oty EAAnvikn ayopd epyaciog kor m
memoidnon pog Ott M SUVOUIKY] TV TOVETICTNUINK®OV TOVNUATOV Umopel va
ovuParrer oty évapén yovyov 010A0yov, poc ®dnce oty 01eaymyn EKTETOUEVIG
peAETNG VwoBETOVTAG TNV TAEOV OpUEPOANTTY peBodoroYia TV TEPAUATOV TESTIOV.

Ye oM ta Kpatn péAN ¢ Evpomng ot petavdorteg dwapoaptopovior 0Tl
VEIOTOVTAL POTGIOTIKEG GULUTEPLPOPES Kot eivar Bvpata dwokpicemv oty oyopd
epyaciog. Eva, ot dlaxpioelg oty ayopd epyacioc Oewpodvtal cav tnv TALov cuvhom
Katandtnon tov aviponvov dikauopdtov oty Evporn (Makkonen [2007]). Ot
petovaoteg vrootnpilovy 0Tl To EUIOdL KaTd TNV €600 TOLG GTNV ayopd epyacio
elvar tepdotio, Kot TapdAinAia ol dlokpicels oTovg HeBovg, 6TiG amoAUPES Kot OTIC
npoaywyég eivar moponave ord acbntéc (OECD [2007]). Kabe kowvovpyo kduo
petovaotav Bempeitar cav véa Tnyn eYKANUATIKOTNTOS, OTPOVONGIaG KOl €V OLUVALEL
kwovvov (EUAFR [2007]). Topdéra ovtd m pdyn kotd tov dwkpicemv gival
TEPAOTIOG ONpaciog Yo Toug Evporaiovg kovmvikovg oyedlaotéc, 101aitepa LETA TO
tého¢ tov Koppovviopov kot g évapéng g LeTavAGTELOTG.

Ymv EAAGOa, cvykekpyévo, ot dwakpicel éveka €BVikNG kotaymyng oev
arotelovoav peilmv Kovovikd TpdfAnua £mg 6TOL 1N YOPO UETATPATNKE GE YDPO
VTOOOYNG UETAVACT®V, Kuplopyovuevn oe amd AAPavodg petavaotes. o v
EMGda n mpdspatn otopia gixe onmpiovpynoet eofo yoo tovg AAPavodg tdéco yia
AOyoug eBvikng acedielog 660 Kot Yo Tov pOA0 Tovg otV EAANviKn moMtikm

(Baldwin-Edwards [2004]). Ouwg n EMnvikny ayopd epyaciog avalntoviag eonva
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EPYOTIKA YEpl, emETpeye otovg AAPavovg va Ppouvv  gpyacion  aveEapTNTOC
HopPTIKOV emmédov kat deloteyvidv (OECD [2007]).

210(0G TNG TOPOVCOS HEAETNG elvan 1 e€€taon ™G ayopdg epyaciag g VEag
vevidg tov AABovov, dniadn véov mov yopm oto 1990 Mpbav otnv EANGS,
telelwoav EAMANVIKA Gyolieia, Kot avalntovv epyacio 6to mapdv. Yiobetdvrog v
uebodoroyio Tov mEpapdtov tediov (correspondence test) n pelétn mpayuatdOnKe
a6 tov Mdawo tov 2006 péypt ko tov Tavovdpio tov 2007, kot anevbuvOnkaue oe
789 emyepnoelg oty AOMva ylo avedpeon epyaciog. Ty mapodoo Epgvuva PprKape
oKOTO Vo eMKEVIP®OOVUE GE éva amd T apyIKd GTASL TNG OVEVPECEWMS EPYTING,
KATOYPAPOVTAG AUEPOANTTA TIG OVTIOPAGELS KOl TIC CUUTEPIPOPES TV EMYEIPNCEDV
avaeoptkd pe v efvikdémto tov epyatdv. MebBodoroywd onpiovpynoape 0o
eloov mapaymywovg epyateg, 'EAlnveg koaw AABavovg, ot omoiot wpowBovsav ta
Broypagwcd tovg (curriculum vitaes) oe emyepnoeic. O AAPavoc  epydng
oNUATOO0TNONKE HEGM TOV YOPOUKTNPIOTIKOD TOL OVOUATOS KOl TNG EOVIKNG avapopds
0V oV avaypdeovioav oto Proypapko tov (Riach and Rich [2002]). v mapodoa
€PEVVaL EMIKEVTPOONKAUE GE VEOUG UM EOIKEVUEVOLS AVOPES ATOPOITOVS AVKEIOV,
&xovteg evvéa étn mpovmmpecia. H emioyn avt kpibnke amapaitnm 61611 cOpueova
ue to EvpoPapouetpo (2007/263), véor pn-e1dikevpévol €pyateg amoTeAoDV TNV
TAEOV EDAAMTY OLLAOX TTOV OEYETAL OIUKPICELS GTNV AYOpd EPYOGIOC.

XOoupova pe to amoteAécpata ot AAPavol artovvieg, mapott givor e&icov
napoywywkot pe tovg EAlnveg avryetonilovv 0.214 Aydtepeg mbavotnmteg va
e1loéABovy oV ayopd epyocioc. AVOALTIKOTEPO TO. CNUOVTIKOTEPO EUTHOLN E1IGOI0V
oLVAVTOVTAL OTIG d0VAElEG Ypapeiov, 6mov ot AAPavol outovvteg avtiueTtomilovy
0.375 Mydtepec mbavotteg va kKANBoOV Yy cuVEVTELEN KOl YVOPYUO HE TOV
gpyodo0tn oe oyxéon pe tovg EAdnves. Xtov KAGOO TtV mwAncewv ot AAPavoi
avtyetonilovy 0.246 Myodtepeg mbavotreg, ot Prounyavieg 0.161 Arydtepec
mOavOTNTES, Kot TEAOG ot eoTiotdpla-kapetépiec 0.124 hydtepec mbavotnteg o€
oyxéon pe tovg EAAnvec.

Enopévac, paiveton g ot nuedamoi epyoddteg otabuilovv pepoAnmrikd tovg
AABavovg epydrtec, emopévog 1M eBvik  katoyoyn Oadpopatilel  GTOTIOTIKA
ONUOVTIKO pOAO KaTA TNV €i60d0 TOVG otV ayopd epyaciog. Ot véeg yeviEg TV
AlBavav mpénel va KataBdAovy emmALov KOTO, VO OATUVIIGOVV TEPIGGATEPO YPOVO
Kol TOPOVS, GE OYE0T UE TOVg i60vg mapaywywkd EAAnveg. AKOun, mapd Tig YeEVIKEG

vopueg mov  mpootdlovv ot aAAOSAmOl  €PYATEC VO XAIPOVV  GLYKPITIKOV
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TAEOVEKTNUOTOG OTIG MUN €0KeLVUEvES Béoelg epyaciog T OMOTEAEGUOTO  LOG
ocvvnyopobv oto avtifero. Ov AABavoi ovte otig Prounyavieg ovte kol oTO
E0TLOTOPLO-KOPETEPLEG TPOTILOVVTAL GLUGTUATIKA.

YHETIKA LE TNV TOPOYN ACPAAONG Ol EKTIUNCELS pavep®VoLy 0Tl o1 AAPavol
aviyetonilovy 0.257 Aydtepeg mbavotnteg oe oyéon pe tovg ‘EAlnveg va
eyypagpovv auecsa oto IKA cav andppoa pog mbavoidc tpdoinyns. Avarvtikdtepa,
oT0 €0TINTOPLOL Kol oTIG KaPeTéplec ot AAPavol avtetonilovv 0.296 Aydtepeg
mBavoTNTES, OTIG dovAeieg ypapeiov 0.273 Aydtepeg mbavotnteg, 0TS Propnyavieg
0.228 Myotepeg mbBavotTES, KOl TEAOC 6TOV KAAd0 TV Ttoincemv 0.188 Aydtepec
mhavotteg o€ oyéon pe tovg EAAnvec.

Avoapopikd pe toug peBovg ot AAPavol avtipetomilovy punviaieg amodoyEg
0.110 yopnAotepeg amd exeivec Tov EAMvov cvvorikd. To ebvikd mpdotipo (ethnic
penalty) yio tovg AABavovg givarl ¢ taEems Tov 73€, 10 0moio amoTeAEl OTATIOTIKA
onuovtiky dwpopd. To vyniotepo ebvikd penalty eppaviletar otig dovAeieg
ypageiov ota 95€, 6mov cuvemdyetan 0.131 yapnAdtepeg amodoyéc o€ oyéorn e
ekeiveg tov EMMvov. Ztic Bounyavieg 1o €Bvikd penalty eivon 75€, oniadn 0.110
YOUMAOTEPES am0d0YES. XTOoV KAAS0 TV Towinocewv 10 eBvikd penalty sivor 57€,
onradn 0.090 yaunidtepeg amodoyés, evd ota eotiatdpla to ebvikd penalty eivoar
29€, dnaodn 0.050 yapnAdtepec amodoyés oe oyéon Ue eketveg tov EAMvov.

SOUTEPOAGUATIKE, OTNV TOPOVGO epyacio pag €060n n duvvatdotnta va
Katoypdyovpe aAnBvovg pyododteg omoTedNTOTE pepoinmInoay €15 fapog AAPavodv
atovvIOV epyaciog. Ommg ekToape ot Nuedamol yoipovv To TAEOVEKTHLOTO TNG
0€0om¢ TOVg EVA 01 HETOVAGTEG OEXOVTOL TIG TOIKIAOLOPPES EKPAVOELS TNG O1AKPIONC.
H moapovca epyoacio couPdirer ce dV0 mePoy€g mov dev £€YOVV ONMAGYOANCEL-
nmpoPAnuatiocet T1g €BviKEG ONUOGIEG APYES, TNV EPEVVA GYETIKA LE TIG OLOKPIGELS GTNV
OTOGYOANCT] KOU TNV TEPOAUATIKY] KATOYPAPT OOKPITIKOV TACEWV £vEKN £0VIKNG
KOTOY®OYNG.

H dvvopkn mg mapovcag dautpPrg £yKettal 6to yeYovog OTL KAveL ypnom
P0G TEPARATIKNG TEXVIKNG EQAPUOGHUEVS Y10 TNV KOTAYPOPT OOKPITIKOV TAGEDV
eEetdlovtog apepdAnmra v oxéon HeTaEy £pyoddTn Ko gpydrn. Kuprodektikd m
TOPOVGO LEAETN KATEYPOWE €T ALTOPOP® TIG EMYEPNCELS OTAV UEPOANTINGAV E1G
Bapog eBvikav petovottmv. Ot EKTUNGEIS VTOONADVOLY TNV avVAYKN Vo e€eTAoTEL N
enidpaon ¢ eBvikdTog 6TOVE OPOVG TPOGANYNG Kol gVPOTEPU GE OAEG TIC

EKQPAVOELS TNG KOWOVIKNG (ong TV eBvikav peiovot)tov otnv EALGSa.
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Y10 Iléumto Kepdiowo, mapovcidloope v pebodoroyio kol  ta
OTOTEAECUOTO TOL OEVTEPOVL EUMEIPIKOD TOVIUATOS OVAPOPIKA UE TIG Ol0KPIoELS
EVEKO YEVETNGLOV TPOCAVOTOMGHOV oty EAAnvikn ayopd epyacioc. Tnv tedevtaio
dekaetion mopatnpeiton moykoouiog pon Oeopikr] téomn yww TV O10GOAMON TOV
TOMTAOV L€ OUOPVAO YEVETNGLO TPOGUVATOACUO Ot TIG OKPIGEIS TOV LPICTAVTOL
010 emayyeluatikd toug mepiariov (Green Paper [2004]). Zvykekpuéva, avopeg pe
OUOPLAO YEVETNGIO TPOGUVATOAICUO ETOVEIAMUUEVO ETICUAIVOLY OTL OITOAVOVTOL,
dev mpochouPavovtal, 1 dgv TPOAyovTal 6TOV £pyactakd tovg ydpo (Mason and
Palmer [1996], Colvin [2004]) evd 0 YeEVETHG10G TPOGAVOTOAMGUOC TOVG EKTILATOL VO,
EMOPA  apVNTIKA ©T0 &€lo0dnué tovg (Badgett [1995], Carpenter [2005,2007],
Arabsheibani, Mani and Wadsworth [2004], Plug and Berkhout [2004]).

Opudpevolr amd v EAAEWYN OGYETIKOD EPELVNTIKOD TOVIUOTOS OO TNV
OKOTYL TNG OWKOVOUIKNG emMoTUNG otnv EAAGOw, de&dyope T0 TPOTO GLVOQES
nelipapo mediov, mov €xel ekmovnlel and Evpomaikd Ilavemotuo, pe otdéyo v
KaToypagn Kot HEAET TV Opwv mpdSPacng avopdv HE OUOPUVAO YEVETNGLO
TPocavatolMopnd oty EAAnvikn ayopd. H pedém deénydn and tov Agkéufpro tov
2006 péxpt kar tov ZemtéuPpro tov 2007, ko amevbovOnkope oe 1714 emyeipnoelg
otV ABnva, evd 1 ONUOYPOPIKN OHAdO TEPLOPIOTNKE CE UN-ELOTKEVUEVOVS VEOUG
avopec.

MeBodoroywkd, Omuovpyncape ovo  gficov  mopaywylkovg  EPYATEG,
otafuilovtog o Topay®YIKd TOVg YOPAKTNPIOTIKA. O dvopag e OLOPLAO YEVETNGLO
TPOGAVATOMGUO onuatodothdnke, HEow NG ava@Opds 6To Ploypapikd Tov, TOV
ékave Moyo yia maperfovoa e0elovTiKY epyacio 6 OpOPLAOPIAIKY Kotvotnto (Adam
[1981], Weichselbaumer [2003]). H pebodoroyioa vmootnpiler Ot M avoeopd
ONUOTOO0TEL OMOTEAEGUOTIKG TOV YEVETNOWO TPOCHVATOMGHO TOL  OUTOVVTO
(Makkonen [2007]).

Ymv mapovoa peAéTn 1o (nroduevo mpog eE€taom NTov TO KOTA OGO 1
onuatoddtnon avt) Oa odnynoer o€ PEPOMTTIKOTNTEG Omd TNV UEPE TV
gpyodotav. Kowvovikéc €pevvec @avepOVOLV OTL 0L AVOPES LE OUOPVAO YEVETNGLO
TPOGAVATOMGUO Tpoomafohv vo amo@Oyovy TIG Ol0KPIocEI otV ayopd epyaciog
Covtag duAfy (om (dua life) (Levine and Leonard [1984]). v gpyacia tovg
ONUOTOO0TOVVTAL MG ETEPOPLVAOPIAOL VD €KTOG €PYACIOKOV TEPPAALOVTOC ®C
opo@vAdeiot (Pharr [1988], Byrne [1993]).

17



SOUPOVE HE TO AMOTEAECUOTO TNG TOPOVGOG EPEVVOS O CNUATOSOTOVIEVOG
EPYATNC HE OMOPULAO YEVETNGLO TPOCAVATOAIGHS ovTipetomiler 0.261 Arydtepec
mhavotteg va KANOel yio cvuvévievén kol yvopuyio pe tov vrevbuvo omd 6Tl 0
ETEPOPLVAOPIAOG AITMOV. AVOAVLTIKOTEPD, GTIC OOVAEIES Ypapeiov 0 AvOPOC [LE OLOPLAO
veveTNo10 TPocavoToMopd oavipetonilel 0.304 Ayotepeg mbavotnTeg, 6TOV KAASO
tov ntoioewv 0.289 Aydtepeg mbavotmreg, ot Prounyovieg 0.248 Arydtepeg
mOovoTNTEC Kot TEAOC oTo eoTatoplo. Kot otig Koaeetépleg 0.211 Ayodtepeg
mOavOTNTEG Omd OTL 0 ETEPOPLAOPIAOG atdv va KANOel yio ocvvévtevén. Ola ta
OATOTEAECUOTO EIVOL GTATICTIKO CTUOVTIKA.

Avopopikd pe TIC OWKPIoES OTOVG MIGO0VE, Ol EKTIUNCELS (QOVEPDVOLY
HUEPOANTTIKES OALA GTATIGTIKA OLGT|LLOVTES O1POPES. XTO GUVOAO 1) d1dkplom ivat Tng
tewg tov 18€E. Ev OAlyolg, 0 oUt®V HE OUOPLAO YEVETNGLO TPOGOVUTOAMGUO
avTeTonilel péow webd 0.026 yauniodtepo oe oyéon He EKEIVO TOL OVTIUETOTILEL O
ETEPOPUVAOPIAOG. AVd KAAOO 01 d10POPES EIVOL GTATIOTIKA AT LAVTEG,.

[MapdAinia n peAéTn QoavEP®GE OTL TO VA0 TV £PYOS0TMV dadpapaTilet
ONUOVTIKO pOAO OTIG pepoAnyies. Av ol gpyoddteg €ivor AvOpes TOTE O CUTOV UE
OUOPVAO YEVETNOI0 TPOGAVOTOMGHO avTipeTonilel 0.350 Aydtepeg mbavotnTes va
K\nbel yio ocvvévievén. ‘Eva otatiotikd onpaviikd omotélecpo. AxkoOun ov ot
epyodoteg eivar Gvopeg TOTE O QUTOV HE OUOPUAO YEVETNGIO TPOCAVOUTOMGUO
avtetonilet 0.032 youniotepo webd and ekeivo 10V ETEPOPLAOPIAOV, EVD OV OL
gpy0doTeg eivan yuvaikee tote avtpetonilet 0.006 vymidtepo HicB6. EtoTIoTIKG
OCTLLOVTO OTTOTEAEGLOL KOl TOL 0V0. ZUUTEPACUATIKA, Ol EKTYUNGEIS POVEPDVOLV OTL OL
vopeg €pyodoteg eivar MO OGTOKTIKOL OTIC AVTIOPAGELS TOVG AVAPOPIKA UE TOV
YEVETNG10 TPOGAVATOAGUO TOV LIOYNPIMV EPYUTAOV.

H mapovoa otatiotikn] oToyevEl Vo TapAGYEL YOI OTOTEAEGHATO, KOODG
KOl VO OKLOLYPOPNGEL TOVS TPOTOVG UECH TMV OTOIMV UEOVOTIKEG OUAOES OEXOVTaL
OLOKPITIKEG CLUTEPLUPOPES amd TIG emyelpnoels. Ta amoteAéopato TG HEAETNG
TPOGPEPOVY TO EVALGLLOL Y10 TNV EVOPEN KOVMVIKOD KOl TOATIKOV TPOBANLOTIGHOV.

Yvveyilovtog, Kol €YOVTag GTO TPONYOVUEVO KEPAAOLO OVUAVGEL TIG TAEOV
edpatopéveg Bewpileg mov €povv mpotabel yioo v BegpeMmon Tov POVOUEVOL TNG
dlakpiong oty ayopd gpyocio, &xovrag eEetacel 11 Evpomaikég Odnyieg kotd tov
dlokpicemv, Kot £(0VTAG TAPOVGIAGEL TA ATOTEAEGLLOTO TOV EUTEIPIKAOV LEAETAV, GTO

enopeva Kepdioo Tapovasidlovpe v Bewpntikn copfoir g datpPnc.
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H Beopnrucm BepelMmoon tov garvopévou g dikpiong eEedkedeTon HEGH
TOV OOMPAYUATEVCEDY TOV EPYOTIKOV COUOTEIMV KOl TOV EMYEPNCEOV TOV
BPMoypapd dev €xovv EavaypnopomomBel v v Bewpnriky] epunveio tov
Qowvopévov g duwkpiong tov pwcobov. Eve, m mapovoa vmoderypotomoinon
arotelel TV TPOTN TPoomdhela YEPaENS OIKOVOUKNG TOMTIKNG VIO TO TPIGUA T®V
dvo Evporaik®v Odnyudv Katd tov S1aKpicemy.

Onwg eetdoape o1 OempnTiKéC TPOGEYYICELS TOV PAVOUEVOD TNG OAKPIONG
&xovv Tic pileg tovg omv Bewpia wpotiunong dakpicemv, KOL GTNV GTATIGTIKN
Bewpio tov dwkpicewv. 1o 'Exto Kepdiaio n vroderypatonoinon mov viobetovpe
dev gvotepvileton kapio amd T1g dVo mpoceyyicels. Ot epyoddteg oVTE EMBLUOVY Vi
EAOYIOTOTOU|COLVV TIG ENAPES TOVG LE TOVG UEWOVOTIKOVS EPYATES, 0VTE LEPOANTTOVV
0TV TPETEL VO YVOUOOOTHCOVV Y10 TO EMIMESO TAPAYMOYIKOTNTOS TOV HELOVOTIKMV
EPYOTAV. TNV TOPOHo PEAETN Ko KAT® 0md KAAL OPIGUEVES VTTOOEGEIC GYETIKA e
TIC GCLVOPTAGELS euMuepiog TV  gpyatikdv  copateiov  (union-oligopoly-
decentralized-bargaining) amodeikvbovpue 611 otV 1ooppomio. Swukpitikoi picboi
evavtiov pelovotikav epyalopévov Ba emieyfovv and ta epyotikd copateio Kot omd
Tic emyepnoels. [ 10 mopamdve amoTéAscpo  TEGoEPLS  VToBEcels  eivoan
amoPaiTNTEG:

[Ipwrov, ta gpyotikd copateio amoteAovvion and dvo e£iGov mPAYOYIKEG
opddeg epyat®v: Tovg TAEOVOTIKOVS KO 0O TOVS LEOVOTIKOVG,

Agbtepov, o1 gpydteg dtapopomolovvtal pe Pdon Tov mehd empuANKNG TOLg
(reservation wage). AvoALTIKOTEPO, Ol HEOVOTIKOL €PYOTES, T.). UETOAVOOTEG,
HaKpoypovia dvepyot, epydtec peyalutepng nikiog, vrobétovpe 0Tl avtipeT®Tilovv
YOAUNAOTEPO EVKUIPLOKO KOGTOG epyaciag (opportunity cost of employment) oe oyéon
LE TOVG TAELOVOTIKOVG. LVYKEKPYEVO, Ol LEIOVOTIKOT EPYATES TPOKEILEVOL Va Bpovv
epyoacio iowg eivor datebeyévol va amodektovy eBovg YapunAOTEPOLS OKOMO Kot
and to emoopata avepyiog. I[MapdAinia, ot opddeg avtég icwg dev dvvVavTal Vo
amolappdvovv o emdouata avepyiog (unemployment benefits). Evod, do0évtoc tmv
LETOVOGTEVTIK®OV peLUATOV oL Yvopiler 1 Evpdnmn 11g tedevtaieg dekoetieg givon
aniBavo ot pioBoi empuAakng HeTalh TV NUESATMOV Kol T®V GAAOOATAOV EPYUTOV VO
elval OpoOHOPPOL KO KO GE ETIMESO EMIYEIPNONG.

Tpitov, kéBe emyeipnon dwmpaypatedeETOL LLE TO AVTIGTOLYO COUOTELO TNG Y10
t0 eminedo tOov HIoBoV. AAMlwote, o1 VROBECES TOV  ATOKEVIPOTIKAOV

dampayuatevoemv cvvavtovrol oty Evponn (Hartog and Theeuwes [1992]).
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Tétaptov, N STPAYUATEVTIKY SVVOUN TOV EPYATIKOV COUOTEI®V TPENEL VA
gtvon 101aitepa vynAn (bargaining power).

Ev ovveyela, vd 10 mpicpa e mApovg SlompaylatevTikig dHvaung tov
gpyatikdv ocopoteiov (monopoly union) amodeikvoovpe OTL 01 SOKPIGES TOV
pobov  umopodv va  eEareipBoldv  amotereocpatikd vwd v Kabodnynon Tov
KOwovikoy oyedoty. O kowovikdg oyedaotmc (socia planner) pmopel va
e€ayyeiler mpootua-eopovg (finestaxes) kotd twv emnyelpnoemv mov TPATTOLV
dwkpicelg otovg HeBovc. Onwg amodekvhovE VM 1 TOATIKY aVTH 00NYEL 6TV
e€alelyn TOV PAVOUEVOD, GUVETAYETOL KOGTOG Y10 TNV Kowwvikn sonuepia (welfare
l0ss). Avrtifeta, €dv 0 KOWOVIKOG OYeOOTAS EQUPUOCEL TNV TOMTIKY) TOV
emodotnoewv (subsidization policy) avd peovotikd gpydarn, n TOATIKY aVT APEVOC
Ba empépel v 160TTO 0TOVG UIGOOVG, APETEPOL Oa EMPEPEL Kot TNV TOPAAANAN
avénon g KOW®VIKNG gunpepiog.

H vroderypatomoinon tov napandve oxécemv vrodniavel 6t ot Evpomaikég
Odnyiec katd tov dlakpicewv umopohv va ivoal amoTeAECUATIKEG TOGO GE EMIMEDO
amoteleopatikomrag (efficiency) 6co kot wdttag (egalitarian), otov Padbud BéPfaia
OV GLVOSEVLOVTAL ATTO TNV YPNUATOIOTN G TOV KOGTOVS TMV ETOOTNGEMV.

AvoivTtikdtepa vofEtovpe OTL KIVOOUAOTE GE pia ayopd d00 EMYEPNCE®Y,
LUE TOPOYOYIKEG OoLUUETPiEG, Tov oaviayovilovionr ot mocotreg  (Cournot
competition). Xtnv mopoHoo VITOSEYUATOTOINON KAVOLUE ¥PNON TNG CLVAPTNONG
xpNowoTTag TV epyatikdv couateiov tov Oswald (1982). Yrobétovue ot kébe
gpydrng Ppiokel amacydinomn oe o oo T1g dvo emnyeipnoelg (by default) ko emiong
011 kGBe emyeipnon £xel 10 KO ™G EPYOTIKO GOUATEID, OOV pPE TNV GEPE TOV KAOE
EPYATNG EVOOUATOVETOL ©TO avtiotolyo. I[lapdAinio vroBétovpe OtTL Yy v
dpopoToinom TV ePyatdV 6€ dV0 OMHAdES, O €pY0dOTNG vPioTATOL Vol ETTAEOV
KOGTOG, AoV 1 amacydAnon tovg dev eivarl woppornuévn (balanced) (De Fontenay
and Gans [2005]).

AobBévtog tov  dvo  Evpomaikov  Odnyuwv  kotd  tov  dlaxkpicewv
VITOSELYLLOTOTOLOVLLE TNV aAAnAovyio Tov oyécemv (game theory) e tpio otddia. 10
TPATO GTAS0, O KOWWOVIKOG GYEINGTNG EvEpYoTolOVTag TIG Evpomaikég Odnyieg £xet
oy o1feon tov 800 TOMTIKEC (TPOGTIUA-POPOVE KOl EMOOTHOELS) UE OTOYO VL
EMADGEL TNV S1AKPIoT TOV HIGODV TOL TOPATPOVVTAL AVAUESH GTIG OVO OUAJES TV
gpyoatddv. O KOwmVIKOS oyedlaoTng €xel 000 OTOYOVG. APEVOS VO EVEPYOTOU|OEL

OTOLONTOTE A TIG OVO TOMTIKESG Yo TNV €EAAENYT TOV POIVOUEVOV TNG OAKPIONG
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TV Pohov, agetépov va emiégel eketvn v ToMTIKN Tov o 0dNyNoEL o€ avENON
™G KOW®VIKNG eunuepiag. 1o 0e0TEPO GTAO0, HOG EVOLPEPEL VO OKPIVOLUE TO
KOTO OGO TO EPYOTIKO COUOTEINL KOl Ol EMYEPNOCES £XOLV amd KOO KivnTpo
(incentives-rents) vo. vioBetioovv pioBolc S1dkpiong oty 160ppomic. 10 TPito
0TA010, Ol EMYEPNOELS TOLTOYPOVO Ko aveEaptnta N pio ard v GAAn B€tovv ta
EMIMENOL TNG ATAGYOANCTG KOl TOL TPOIOVTOG,.

Hekwvdpe v enidvorn tov matyviov omd to Tpito 6TAS0. XTO GTAS0 OVTO
KkéOe emyyeipnon aveCdptmro amd T KAvEL M GAAN emiyeipnon, mpocopuodlel To
EMIMEDO TOPOY®YNG KO OTAoYOANONG TG LE GTOYO VO LEYIGTOTOWOEL TOL KEPON TNG.

210 JgVTEPO  OTAOWD, Ol EMYEWPNOCES KOl TO  EPYOTIKO OCOUOTELR
dwmpaypatedovtal yioo o enimedo twv pHodov. YrobBétoviag apytkd 6Tt OAN v
JTPAYUATEVTIKY dOvaun TV €0V To. gpyatikd cmpoteio (Monopoly union)
OTOOEIKVOOVHE OTL Kol TO. OVO HEPN €YoV Omd KOWOL GLUPEPOV va BEcovv
dlokp1tikovg Piohovg 6TV 160ppoTic. TNV TOPOVCH VITOJEYUATOTOINGN, O YEVIKOC
UNYoVIoHOG Tov 00MYel ta 0Vo0 UEPN otV amd Kool VIBETNON TOV SKPITIKAOV
poBov oy woppomia Exel wg e€ng: Ta epyotikd copateio vTOKVOVUEVE OO TNV
CLVAPTNOTN XPNOWOTNTAS TOVS, £XOVV KIVNTPO Vo LI0OETHCOVY SLoKPITIKOVS cHohg
eomtepikevovtog (internalized) v emidpoon TOL GLVTEAESTH O1AKPIONG 7OV
drapopomotel Toug eBovg empuAaKNS TV 600 opddwv epyalopévov. Evo chpepmva
HE TNV OLVAPTNON YXPNOWOTNTOS TV EPYOTIKOV COUOTEI®V, €bv ol pichol twv
LEIOVOTIKOV €PYaT®OV €ivorl {001 HE OVTOVE TV TAEWOVOTIK®OV, Ol EMLYEPNOELS
Bempovv 611 01 petovotikol amoAapfavouy vynadtepo 6. ‘Etol kdbe emyyeipnon
&xel xivntpo va vioBemoel obotg ddkpiong v va amolnuwbel ond avt) Vv
dlpopd. XNV MEPIMTOON OVTH Ol EMYEPNGELS YOIPOLV YOUNAOTEPOVL KOGTOLG
TOPAYOYNG.

v ocvvéyewl, Kol vrofEToviag OTL Ol EMYEIPNOELS £YOVV GTA YEPLOL TOVG
dwampayuatevtikry dvvaun (effective firm-union bargaining) omodsicvoovpue OotL
vrdpyetl (ebyog mapauéTpmy T€To1v MoTE o1 pcehol 106TTag HeTald TAEOVOTIK®OV
KOl HEWVOTIK®OV Vo emtevyfovv oty 1coppomia. Baowkr| mpoimdbeon yw 10
AmOTELEC O OVTO EIVOL 1) SLOTPOYLOTELTIKT OVVALT TOV SETEL TO EPYOUTIKA COUOTELN
va gtvorn 10104TEPOL YOUNAY.

210 TPp®TO OTAS0, Kol VTOOETOVTOG OTL TA EPYUTIKA COUOTEIRL £YOLV TNV
TANPN  STPOYUOTEVTIKT] OOVOUN, O KOWMOVIKOG OYEOOTNG WITOPEL OpyKd va

eMPALEL TPOGTYLO OTIC EMYEIPNCELS EKEIVEG TTOVL TAPEYOLY dAKPLITIKOVG Hcbos. Me
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™V avaKoivmoT TOV TPOCTIHMV Ol EMYEPNOCE B0 HELOCOLV TNV TOGOTNTO TMOV
HEOVOTIKOV epyalopévav, evad Bo petdoovy Kot Ty Tapoaymyn toue. [lapdiinia ta
gpyoatika copateio Bo petdoovy tovg obodg TV HEWOVOTIKOV epYalopévav €Tl
MOOTE VO TPOCAPUOGOLV TOVG oBohg pHeTd TV €caymyn tov mpootipwov. O
KOWMOVIKOG OYEOOOTNG EMAEYOVTAG TO APIOTO TPOCTIHO Hol amoTpEYEL TA EPYOATIKA
copateio amd To vo vV10HeTGoVY TOVG daKPLTIKoLS eBovc. H moAitikn avt) av Ko
elval amoTeAEcUATIKY GE OPOVG 1IGOTNTAG, GUVETAYETOL OPVITIKT KOWVOVIKT ELNUEPIOL.
EvoAloktikd, o kowvovikOG oyedlootig umopel vo Topdoyel €MOOTNON  OTIS
EMYEPNOELS avVA LOVASO LEIOVOTIK®V gpyotav. Ot emyelpnoelg avcavovy v (ntnon
TOV HEIOVOTIKOV EPYOTOV EVAO TA €PYUTIKA cwpoateio avédvovv tov mcehd tov
LELOVOTIKOV EPYOTAV £mG OTOVL va emEADEL 1) 166N 6TOVLG picBovg. H moltikn avt
elval amoTeLECUOTIKY OAAG KOl TAPAAANAQ GUVETAYETOL TNV OVENCT TNG KOWMOVIKY)
eunuepiag.

>10 'EBoopo Kepdraro, Bacilopevor ek véov oty vedBeomn g opadomoinong
TV epyat®v pe Pdon tov HoBO EMQOULAOKNG TOLG, KOODC Kol TNG TANPOLS
SATPAYUATEVTIKNG SVVAUT TV EPYOTIKOV copateiov (Mmonopoly union), avaidovue
TO QUIVOUEVO TNG OIKPoNG TV WeBdv petafhd TAEOVOTIKOV Kol UEOVOTIKAOV
EPYATAOV, EIGAYOVTOG TNV €VVOL0L TNG ETALPIKNG KOWMOVIKNG B0V (corporate social
responsibility).

Eunelpicés peréteg pavepdvouv mmg xpoOvo HE TOV YPOVO Ol EMYEPNGELS
avTiAapBavovior Tov oTpatnyikd pOA0 TNG ETOPIKNG KOWMVIKNG €0Onvng Ko
OVLYKEKPUEVO 6€ oxéon pe 10 gpyatikd duvoukd (EBTP [2005]). Ou epydreg kébe
enmyeipnong Bewpovvtal to kepaloto (asset) ekeivo mhved 6To OTO10 Ol EMLYEPNOELG
Oa mpémel va emevovoovy. TlapdAinia, ot emyelpnoelg OAOEVO KOl GUVELOTTOTTOOVY
TNV GTOVANOTNTO. OV Ol KATOVOAWMTEG-TEAATEG TPOGOIOOVY GE OGEC EMYEPNCELS
enevoOVV o0TOVG epYydrteg Tovg. Daiveron emopéveg mwg M 10o6TNTO PETAED TOV
epyatav €£xel BETIKN EMIOPOACT YO0 TNV PNUN KO TNV DIOANYT TOV EMYEPNCEDV.

Amd Vv dAAn peptd m avénomn tov eBvikov pelovot)tov oty Evpomaikn
‘Evoon, tov epyatov peyodldtepng nAkiog, kabmg kol tov atopmv pe ovnmmpia,
TPOKOAOVV TIG CTPATNYIKEG TOV EMYEPNCEDV Y10 VO VI0HETGOVY TOMTIKEG 160TNTOG
(WSSD [2002]). £t0 mvedua TG 100TnTag Kot Te un 010Kpiong eivar GAAmoTE Kat ot
dvo Evpomnaikéc Odnyieg katd tv dakpicemv.

Ot emyelpnNoelg eaivetal mmg TPEMEL VA OO PAUATIGOVY dVO POAOVS, QPEVOS

Vo €MEVOVGOLV GE TOMTIKEG ETAIPIKNG KOWMVIKNG €vhOVNG Kol aQETEPOVL VO
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dwpnuicovv TG moMTIKES avTéG. Evd kot o1 Kowmvikoi oyxedlaotés opsilovy va
EVNUEPMDOCOVV TOGO TNV KOW®OVIOl 0G0 KOl TIC EMLYEPNOELS Y10 TOL TAEOVEKTILLATO TTOV
1 €TaPIKn Kowmvikn gvOOvn pmopei va péper (WSSD [2002]).

XV mopovoo HEALTN, OMOJEKVOOVUE OTL M JKplon TV WDV HeETOED
ooV TapaymyIKd epyat®V Umopel €VOOYEVMG VO TPOKVYEL €POCOV Ol EPYATES
OpadOTOVVTOL GUUEMVE e TO HoBO emeuiakng tovs. Emumpdcobeta Opmg,
vroBétovpe 0Tl o1 KoTovol®TéC (CUStOMErs) teivovuv vo TPOTIWOVV To, TPOIOVTOL
EKEIVOV TOV EMYEPNOEWMV, 01 OTOTEG EMEVOVOVY GE TOMTIKEG ETOPIKNG KOWVOVIKNG
evhHVNG VO TV Evvola ™S 16OTNTOS TOV MGODV.

Enopévac, vmoBétovtag 61t n didkpion tov cbov eival | BEATIOTN TOMTIKY
TOV EPYUTIKOV COUATEI®V OTOTEINTOTE Ol KATAVOAMTEG &ival avevnuépmtot H/Kat
OEV EVOOPEPOVTOL GYETIKG PE TNV U1 OdKplon Tov puochov, amodeikviovpe Ot o1
EMYEPNOELS TPUYHOTOVOLYV LYNAGTEPA KEPON OTAV VLIOOETNCOVY LN SLOKPITIKOVG
puioBovg, OeNUIlovtae TV oTPATNYIK) OVTH MG TOAMTIKY) KOW®MVIKNAG ETOUPIKNG
evfovng. H mopamdve moAtikn omodeikvdetor va givor ovoufortn kot UE TO
CUUQPEPOVTO TOV EPYOTIKOV COUATEIMV, KOT €POGOV Ol KOTOVIAMTEG OMOTYLOVV
(evaluate) oe vYNAS PBabud ™V WoTTA TOV oV, O enyelpnoels vioBetOVTOG TNV
OTPOTNYIKY] OVTH OPOPOTOOVY TO TPOidV Tovg o€ Pabud wKavd €161 OOTE Va
UTopoHV va avTIGTOOIGOVY TO EMTAE0V KOGTOC TOV GUVETAYETOL 1| U1 O1AKPIoT TOV
pofov kabmg Kol 10 EMTAEOV KOGTOG TOV GUVETAYETOL 1 SLOPNUON TNG TOATIKNG
OTNC.

Xmv avtifetn tepintmon amodEkVIOVUE OTL O KOWVOVIKOG GXEOOTNG UTOPET
VO EVIUEPMOEL O 1010G TOVE KOTAVOAMTES Y10 TO TOIES EMYEPNGELS OEV TPATTOLV
dwkpicelg otovg obots, pe dAAa Adyla, 0 KOW®VIKOG 6Yed00TNG Vo avaAdPeL TO
K60T0¢ NG dwenons. Opmg pia tétoln moAtikn Oa Guvendyston Tavtote peimon
NG KOW®VIKNG EVNeEPiog.

Avoaivtikdtepa, vrobétovpe 0Tl 0 e€etaldpevog KAGO0S amoteleitan amd 600
emyyelpNoelg mov avtaymvilovtat otig tocdtnteg (Cournot competition), evod oe kabe
emyeipnon aviiotoryel Kot To avaroyo epyatikd copoteio. Exiong vroBétovpe 611 o1
KOTAOVOA®TEG TOL KAGSoL yoapoktnpifovior and T idec mpotwnoelg (identical
tasges). Me GAha AOYl0L Ol KOTOVOA®TEG OvTIMOUBAVOVTOL TIG TOATIKEG ETOLPIKNG
KOW®OVIKNG EVODVING TV EMYEPNCEWDV, OVOPOPIKE LE TNV 100TNTO 6TOVG eBovg, wg
Beltioon g mowdTNTOS TOL TPOiIOVTOG. Amapoaitntn mpovimdbeon ywoo va givor ot

KOTOVOAWMTEG EVIUEPOUEVOL Y10 TIG TOMTIKEG ALTEG €lval 1 OOLPNUIGT) TOVGS, 1) Omoia
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CLVETAYETOL €MMAEOV KOGTOG Yo TIS emyepnoets. [HapdAinAa, Kou opoimg pe to
‘Exto Kepolaio, emmAéov kOGTOC omouteiton amd T EMUXEPNOES OTOTEONTOTE 1
amacyoAnon &&icov TopayOYIK®OV gpyotdv dgv gival iooppornuévn (De Fontenay
and Gans [2005]).

To mapdv maiyvio €xel o¢ €ENG: XT0 MTPOTO GTAS0, GTOYOG TOV KOWMVIKOD
oXEOOTNG €fvan 1 EMAOYY eKelvIG TNG TOATIKNG TTOov B 00MYNGEL OTNV YN O1AKPIoT
TV Pohov Kafdg Kot 6TV HEYIGTOTOINGN TNG KOWMVIKNG gunuepiac. X10 d€VTEPO
0TAO10 TPAYUOTOTOOVVTIOL Ol STPOYUOTEVCELS UETAE) TOV EPYOTIKOV COUATEI®V
Kol TV enyelpnoewv. To evdlapépov eotidleton 610 Katd OG0 dlaxprrikoi pcebol
B TpokOyovy 6TV 16oppoTia. XT0 TPito GTASI0, OV Kot UOVO €6V Ol EMLYEPNOELS
Eyovv emAééetl un Slokprrikovg uieovg (amd 1o devTEPO GTAG10) TOTE OL EMLYEPTOELG
Ba emA£EOVV Va S1PNUIGOVY TNV GTPATNYIKY VT MG TOALTIKY ETOUPIKTG KOWVOVIKNG
evBHvNG. X10 TETOPTO GTAOI0 Ol EMYEPNOELS TAVTOYPOVA KOl aveEAPTNTA 1 pia amd
™V GAAN kabopilovv TIg TOGOTNTES TOVG.

EeKvavtag TV enilvon Tov moryviov amd To TETUPTO GTA0 Ol EMYEPNGELS
B£ToVV VTEG TIC TOGOTNTEG OV TOVG LEYIGTOTOLOVY TO KEPOT TOVG. XT0 TPITO GTA10,
01 EMYEIPNCEIS EMAEYOVV TO GPILOTO EMMEOO OLPNUIGNG TOV PEPEL 1] LIOBETNON T™NG
TOMTIKNG TNG ETAPIKNG KOWOVIKNG €0OHVNG, ONAadn N un d1dKpion Tov ceov.

210 3gVTEPO GTAOI0, TPAYLATOTOOVVTOL Ol OOTPAYUATEVGELS TOV UGOHOV
HETOED TMV EPYOTIKMOV COUATEIOV KOl TOV EMYEPNCEMV. ATOOEIKVOOVUE OTL €AV OL
KATOVOAWMTEG £0TO Ko EAdoTo avTidopupdvovior v un odkpion tov mebov g
Beltioon g mOWOTNTAG TOL TPOIOVIOS, Ol EMYEPNOE £Yovv  KivnTpo va
viwoBeoovy Hiohovg 160TNTAG, KaT £POGOV GTO TPITO GTAOIO Ol EMYEPNGELS EXOVV
enevovoEL Gg OPNUIOT. YO avth TV mpoindeon ot emyelpNGES SPOPOTOOVY
TO TTPOTOV T0GO, £TGL OCTE VA ATOLNUIDOVOVTOL Y10 TO VYNAOTEPO KOGTOG TOV PEPEL M
dapnuion kabag ko o1 piohoi g 1odTOC.

210 TPOTO OTAS0, O KOWMOVIKOG OYedoTng Pplokel ocav  KOTAAANAN
OWKOVOUIKY] TOMTIKT] TNV €MOOTNON NG O0PNUIONG OTOTEONTOTE TO EPYUTIKA
ocopateic dev &yovv kivntpo va vobetioovv Vv 166tTO GTOLG  GBovc.
AmodeivieTal, Opmc, OTL M TOMTIKY] avti] 0dnyel o€ pelwon TG KOW®VIKNG
eunuepiag.

SOUmEPAGUATIKE, otV Topovoa dwtpPn Oeldyape eUmEPIKEG WEAETEC
YPNOOTOUDVTOG TEPAUOTA TESIOL Yo TNV JEPEVVNON TOV QOIVOUEVOL TNG

d1aKpIoNG OTNV Ayopd £PYACING, EVA 1 TPOTOTLTIN TOV UEAETMOV OVTMV EYKELTOL GTO
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YEYOVOG OTL TAPOUOLEG £pEVVEG 0ev €xovv ekmovnOel moté Yy TV mepintmon g
EMGdag. H dvvopiky) tov gUmEpIKOV HEAETOV £YKEITOL GTO YEYOVOS OTL KAVOLV
YPNOM KOG TEPOUATIKNG TEXVIKNG EPUPUOCUEVNG YIOL TNV KATOYPAPT OLKPITIK®OV
thoewv efetaloviag apepdANTTO. TNV OYECM  UETOEL  €pyoddTn Ko EPYATH.
Kvprorektikd n mapovoo pHeAETN KOTEYPOYE €T OVTOPOP® TIS EMYEPNOELS OTAV
pepoMmnoay €15 Pépog pelovoTIK®V gpyatdv. Ot EKTIUNGES LITOONADVOLY TNV
avaykn vo efetaotel M emidpaon G €BVIKOTNTAG KOL  TOL  YEVETNGLOV
TPOGAVATOAMGLOV GTOVG OPOVS TPOCANYNG KOl EDPUTEPA GE OAEG TIG EKPAVGELS TNG
KOWOVIKNG (oNg TV opddwv avt®v otnv EALGSa.

[MapdAinia, m Oeopntiky OepeMmon TOL  EUVOUEVOL  TNG  O8KPIONG
e€el0IKeVETOL PECH TOV OMPOUYUOTEVCEDMV TOV EPYATIKOV COUOTEI®V KOl TOV
emyepnoemv mov PPMoypaeikd oev Exovv Eavoypnoiporombet yio v Oewpntikn
epunveia Tov eovopévov g dtdkpiong twv pichmv. H mapovca vroderypotonoinon
arotelel TV TPAOT Tpoomdhela YEPaENG OIKOVOUKNG TOAMTIKNG VIO TO TPIGUA T®V
dvo Evponaikdv Oonyiwv katd tov dokpicewv. Evd, n vrodetypatonoinon tov
OTKOVOUIKADV TOATIK®OV Y10l TV OVTILETOMTION TNG O1KPIons TV ebdv tapovstalet
emumpdcleto evoloPépov, a@ov (eDYOG EVOAOKTIKOV TOMTIKOV eEetdlovion pe
YVOLOVO TNV OTOTEAEGLOTIKY ETIAVGT TOL PUIVOUEVOD (POPO1, EMOOTNOELS, TOMTIKES
ETAPIKNG KOWMVIKNAG €ufbvng), kol tnv ektiunon g METafoAn TG KOWMVIKNG
evnuepiog (social welfare). H Oempntikny e€eidikevon otoyedel 610 Vo mapdcyEt
YPNOO OTOTEAEGHOTA, KAOMG KOl VAL GKIAYPOPTCEL TOVS TPOTOVG UECH TMV OTOI®mV
LELOVOTIKES OUAOES OEXOVTOL OIUKPITIKEG CUUTEPIPOPES OO TIC EMLYEIPNOELS KOL TOL
EPYOTIKA coUATEIO ONOVPYDVTAG TV PACN Y100 TEPAITEP® HEAETN Ko eE€1dikeLON

TOL (POLVOUEVOU.
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Introduction

The right to equal treatment is a universal right and a fundamental value of the
European Union. In Europe, this is reflected in the fact that all European Union
Members States have adopted legislation that prohibits discrimination, and they have
all become parties to the main human rights conventions, concluded under the
auspices of the United Nations and the Council of Europe, each of which prohibit
discrimination. Equal treatment is about securing the rights and opportunities of all
individuals and it is a key ingredient in achieving inclusive labour market and social
cohesion. Nevertheless, evidence suggests that each year millions of people living in
Europe experience discrimination on the basis of their demographical characteristics.
Y e, little is known about the causes, extent, nature and effects of discrimination.

The European Union Member States have, on political and legal levels,
committed themselves to equal treatment and the fighting of discrimination.
Protection from unequal treatment was significantly strengthened throughout the
European Union by virtue of the adoption and national implementation of two
European Union directives, namely the Racial Equality Directives (2000/43/EC),
which prohibits discrimination on the ground of race and ethnicity in the areas of
employment and occupation, and the Employment Equality Directive (2000/78/EC),
which prohibits discrimination based on ethnicity and race, age, disability, religion
and beliefs and sexual orientation in the areas of employment, occupation, education,
social protection, social advantages and access to supply of goods and services which
are available to the public, including housing.

A significant property of the two Directives is that they do not just focus on
individual prejudice and its consequences, but on institutional and societal patterns
and practices. Group outcomes are emphasized, both in order to diagnose
discrimination, and to discover whether remedial measures have been effective. This
in turn makes it important to have access to collective empirical data and to be in a
position to utilize such data, and to recommend relevant economic policy in a way
which isrelevant for theses purpose.

The current thesis is an action taken in the wake of the adoption and national
implementation of the European Directives. The objectives of this thesis are twofold.
On the one hand, to provide empirical evidences regarding discriminatory trends in
the Greek private labour market based on ethnicity and sexual orientation. On the
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other hand, to evaluate how wage discrimination against minorities implemented by
unions and firms can be efficiently solved through social planners interventions,
influenced by the two European Directives.

To be specific, the aim of this thesis is to examine ethnic and sexual
orientation minorities performance in the Greek labour market by examining their
occupational access and wage rates two/three years after the national adoption of the
two European Directives (3304/2005) by employing an experimental approach
(correspondence test). Moreover, to theoretical evaluate (modeling) wage
discrimination against minorities implemented by unions and firms, and to develop
positive actions in order to combat discrimination by assessing the effectiveness of
the European legislation.

As it comes, the main contribution of this thesis is that the first objective has
not ever been examined for Greece by employing an experimental approach. The
second objective is that wage discrimination against minorities has not ever been
evaluated by utilizing union-oligopoly-decentralized-bargaining framework under the
influence of the European antidiscrimination legislation. Whilst, the present
theoretical based evaluation is the first attempt to assessing the effectiveness of the
European Directives.

It has become common wisdom that modern forms of discrimination are often
subtle and covert, which means that they are also less easy to prove. Empirical data
can have a key role in recognizing the need for, and planning of, positive action
measures. More importantly, empirical evidences can be used as evidence for the
purpose of proving the existence or absence of discrimination in individual cases, the
analysis of the causes, extent and effects of discrimination in the society in general,
and showing the composition of the workforce to reveal possible under-representation
that may be due to discrimination.

On the other hand, economic policy based on the initiation of the two
European Directives is need to be taken to promote equality of treatment as denial of
equal opportunities comes at a high price for those concerned and the society at large.
Antidiscrimination strategies can serve as a compelling, factual baseline for national
discussion on equality and discrimination. Hence, effective economic policies are
needed to guide and support development and implementation.

The current thesis is structured as follow:
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The purpose of the Chapter One is to present the most prevalent theoretical
literature of labour market discrimination. Labour market discrimination can be
defined as occurring when one group of workers with abilities, education, training,
and experience equal to another group of workers are provided inferior treatment in
hiring, occupational access, promotion or wage rates on the basis of some personal
and/or demographic characteristic which is unrelated to productivity. The studies of
discrimination in the labour market have been very popular during the last five
decades. In analyzing discrimination however, it is very important to understand what
constitutes discrimination and to recognize that it can be of different types and taken
different forms. The theoretical foundations of labour market discrimination go back
to the seminal papers of Becker (1957), and Arrow (1972).

Becker (1957) instead of making the common assumptions that employers
consider only the productivity of employees, that workers ignore the characteristics of
those with whom they work, and that cusomers care only about the qualities of the
goods and services provided, discrimination coefficients incorporate the influence of
race, gender and other personal characteristics on tastes and attitudes. Presumably, the
amount of observable discrimination against minorities in wages and employment
depends on tagtes for discrimination. Becker’'s theory of Taste discrimination,
evaluates that if an individual has a taste for discrimination she/he must act as if he
were willing to pay something, either directly or in the form of a reduced income, to
be associated with some persons instead of others. Employers are prepared to
sacrifice profit to avoid minority workers, majority employees are prepared to
sacrifice wages to avoid minority workers, and consumers prepared to pay higher
pricesto avoid minority provision because of this distaste. Becker using this approach
explains why wages disparities occur between these two groups. It is considered that
there are two ascriptively different but equivalent productivity groups on average,
when employers have a preference for a member of one group over the other.
Because of ascriptive differences, the employer is willing to pay a reward for workers
who are preferred by her/him

A theoretical development in recent years in the analysis of the consequences
of stereotyped reasoning or Arrow’s Statistical discrimination (1972). This analysis
suggests that the beliefs of employers and other influential groups that minority
members are less productive can be self-fulfilling. For these beliefs may cause
minorities to under-invest in education, training, and work skills, such as punctuality.
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The current explanation is that labour market discrimination may emerge from
information costs in hiring labour, for instance trouble in acquiring detailed
information for each applicant. If employers believe that the average productivity of
two easily identifiable groups varies, then they may use sex, race, sexual orientation
etc. as a cheap screening device. In a world of imperfect information employers face
risks in hiring workers, and race, and gender become inexpensive screening devices.
If employers believe that there is a systematic differential between the gender or
races, in their reliability aptitude and job stability, this is sufficient to create a
permanent differential in wages between minorities and majorities. In the case of
statistical discrimination theory, in contrast with Becker’'s theory of taste for
discrimination, employers do not discriminate against minorities because of distaste
or prejudice. Instead they discriminate against them because they believe that hiring
minorities rather than majorities is not profitable for them on average.

Ever since the seminal work of Becker and Arrow who developed several
hypotheses about the causes of discrimination behaviour, economists have been
looking for ways to test these hypotheses. In Chapter Two, we introduce a well
defined methodology to record discriminatory treatments. Field experiments. Field
experiment is a form of social experiment in a real life situation which has to
potential to provide unbiased statistical data on discriminatory treatments (Riach and
Rich [2004]). Discrimination tests (correspondence testing) provide a unique
opportunity to conduct tests because they illuminate the circumstances under which
unequal treatments occur. Traditional experiments typically begin with clearly
defined “treatment” and “control” conditions, to which subjects are randomly
assigned. All other environmental influences are carefully controlled. A specific
outcome variable is then recorded to test for differences between groups.

In discrimination testing, at least two individuals are matched for all relevant
characteristics other than the one that is expected to lead to discrimination, e.g.
ethnicity and sexual orientation. The testers apply for a job and the outcomes and the
treatment they receive are closed monitored. This kind of paired testing allows for
good control over different causal variables, diminishing the possibility that
differences in treatment are caused by variables that the researcher can not observe:
The direct and unequivocal measurement leaves no room for other explanations.

Actually, establishing whether there is discrimination by employers in hiring
workers is clearly of great importance but is of considerable difficulty. The only
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really sound approach is to conduct field experiments (Yinger [1989]). Experimental
labour market studies have the advantage of directly observing differential treatment,
or in short hand terminology, discrimination as it happens. The findings of these tests
have influenced public opinion and government policy on publicizing the continued
prevalence of discrimination in a particular persuasive way.

In Chapter Three, we introduce the European antidiscrimination legislation.
The inclusion of Article 13 in the European Community Treaty, following the entry
into force of the 1997 Amsterdam Treaty, empowered the Union to deal with
discrimination on an extensive range (Green Paper [2004]). That development in turn
led, in 2000, to the unanimous adoption by the Council of the Employment Equality
Directive and the Racial Directive Directive aiming to ensure that everybody living in
the European Union can benefit from effective legal protection against
discrimination. The former Directive prohibits discrimination on the ground of race
and ethnicity in the areas of employment and occupation, while the latter Directive
prohibits discrimination based on ethnicity and race, age, disability, religion and
beliefs and sexual orientation in the areas of employment, occupation, education,
social protection, social advantages and access to supply of goods and services which
are available to the public, including housing. The two Directives significantly raised
the level of protection against discrimination across the European Union. At the
political level, the achievement of a high level of employment, the promotion of
social cohesion, and the creation of an area of freedom, security and justice have
become objectives of high priority. Whilst, the legal and political commitment to the
fight against discrimination is stronger than ever.

In the contemporary Greece, social and legal proscriptions against
discrimination are strong, placing pressure on potential discriminators to conceal their
motives. Employers who retain strong preferences for members of particular group
face clear incentives to mask their discriminatory actions. It could be the case, then,
that discrimination remains fairly routine in certain contexts, despite infrequent
exposure. The Chapters Four presents the detailed results of a discrimination test
conducted for the first time in Greece to date.

During the last few years Europe has become conscious of the existence of
ethnic minority groups and the prejudices that they face (European Union Agency for
Fundamental Rights [2007]). Year by year, European national reports reveal that
societal-discrimination is sweeping and contributes to numerous forms of ill-
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treatments. On the other hand, the fight against discrimination has been of particular
focus to social planners in Europe at least in part to the dramatic growth of racism
following the end of Communism and the initiation of immigration (Green Paper
[2004]). In Greece, in particular, discrimination had not ever been prominent in
discussion until the country was more recently turned into a migrant destination as
well. In fact, it was not until 1991 that Greece had experienced its very first flows of
immigrants which were moreover dominated by Albanians (Baldwin-Edwards
[2004]). On the other hand, nonetheless, the Greek labour market, seeking for low-
paid labour, alowed immigrants to find jobs in large numbers, regardless of skill
levels (OECD [2005]). Those immigrants being frequently under-insured, or illegal,
under abusive conditions, and underpaid (Psimmenos and Kassimati [2004]).

In the current study we investigate whether ethnic minorities, particularly
Albanians, are still facing discriminatory practices in the Greek labour market, two
years after the national adoption of the European Union antidiscrimination legislation,
as no discrimination test and relevant empirical works have been done so far.

In particular, by means of a real life experiment, we first aim to detect
discrimination at the preliminary stage of the selection process, which for minorities
seems to be the most crucial barrier to the labour market (Eurobarometer [2003,
2007]). Our experiment was conducted between May 2006 and January 2007 and
involved the major city of Greece, Athens. In order to measure discrimination in
occupational access for Albanians, we had fabricated two imaginary, equal in human-
capital workers, applying to the same job by sending curriculum vitaes using different
fax devices. Among the two applicants the only difference was their nationality. The
occupations, to which we have been focused on, covered a large spectrum of job
quality: office jobs, industries, café¢ and restaurant services and shop sales, and we
had concentrated on low-skilled groups as they expected to be at more risk for
discrimination: Particularly, on non-graduate male applicants workers in the private
sector. Interestingly, whenever employers called for arranging appointments with the
applicants the two testers were trying to raise informal questions, concerning wage
and insurance coverage offers. Consequently, the advanced methodology enables us
further to record initial wage offers and insurance coverage registrations in case of
hiring.

The estimations show that Albanians were faced a marginal probability to be
invited for an interview that is by 0.214 less than that of Greeks. Moreover, this
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probability varies across occupations: In office jobs the Albanian applicants were
faced 0.375 less probability to be invited for interview, 0.257 in shop sales, 0.161 in
industries, and 0.124 in restaurants and café services. Therefore, on the part of
employers taste and/or Satistical discrimination is implied against the Albanian.
Turning next to monthly wage offers, the estimations entail that Albanians were faced
an “ethnic penalty” of 73.6€, producing a wage discrimination factor of d=0.110. The
higher penalty is found in office jobs of 95.9€, d=0.131, followed by industries of
74.7€, d=0.110, shop sales of 57.8€, d=0.092, and restaurant and café services of
29.9€, d=0.050. Last, but not least, focusing on the insurance coverage issue
Albanians are thereby found to face a marginal probability of receiving insurance
coverage which is by 0.239 lower than that of Greeks. Particularly, in restaurant and
café services Albanians are found to face a 0.293 such difference, followed by 0.273
in office jobs, 0.228 in industries, and 0.188 in shop sales.

In Chapter Five, by utilizing the same methodology we first am to detect
sexual orientation discrimination at the preliminary stage of the selection process.
Despite worldwide legal protection impetus sexual orientation discrimination does
exist in employment. Evidences suggest that the labour market values gay men's
human capital less than that of straights. Specifically, gay men have repeatedly
claimed that they are fired, not hired, or not promoted because of their orientation
(Mason and Palmer [1996], Colvin [2004]), while the estimated effects of men's
2homosexuality? on earnings are found to be negative (Arabsheibani, Mani, and
Wadsworth [2004], Plug and Berkhout [2004]).

The current study has taken account since no official data and empirical
studies exist to investigate gay men’s employment terms in Greece. The scope of the
present study is to investigate whether gay-labeled men are facing discriminatory
practices in the Greek labour market compared to straights, and by thus to evaluate
whether stereotypical misconception against gays prejudice the Greek employers
screening processes, interestingly three years after the national adoption of the
European Antidiscrimination employment legislation.

Methodologically, following Adam (1981) and Weichselbaumer (2003), gay
applicant’s sexual orientation was labeled through a reference in his curriculum vitae
to a voluntary work a a homosexual community. The methodology strictly implies
that the emanated signal is accurate for credibly testing the discrimination hypothesis.
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The experiment was conducted between December 2006 to September 2007 and
involved the capital of Greece, Athens. Once again we concentrated on low-skilled
groups and we investigate the four mentioned sectors; office jobs, industry jobs, café
and restaurant services and shop sales, that is, on factors that influences variation in
discriminatory behavior across vacancies.

Similarly, taking advantage of the telephone callbacks, we have extended the
correspondence test application by also gathering data concerning informal monthly
wage offers on the part of employers in case of tentative hiring. We argue that this
additional data set enabled us to further record discriminatory attitudes across sexual
orientations in the ensuing steps of the selection process, while by extending the
experimental methodology we provided unbiased empirical evidence on the

equivocally relationship between sexual orientation and earnings.

Our results can not be underestimating: The gay applicants were faced a
marginal probability to be invited for an interview that is by 0.261 less than that of
the straight applicants on average. The result suggests that gay applicants are
discriminated when actual employers make hiring decisions. Though, heterogeneity
amongst sectors, the probability varies across them: In office jobs gay men face 0.304
less probability to be invited for interview, followed by 0.289 in shop sales, 0.248 in
industries, and 0.211 in restaurants and café services. It seems that gay men relative
to straight men have to spend more time, effort, and resources, for an interview, as the
same observable signal is more precise for straights than gays. Turning next to
monthly wage offers the estimations entail that the gay applicants were faced a
monthly 2sexual orientation penalty? of 18.3€, producing a wage discrimination
factor d=0.026. Separately in each sector we found similarly insignificant small
effects. The higher penalty is found in shop sales of 14.9€, d=0.023, followed by
office jobs of 8.7€, d=0.011, restaurant and café services of 6.0€, d=0.009, and
industries of 2.9€, d=0.003.

Next, having estimated a significant degree of occupational access
discrimination against gay applicants we were interested also in investigating whether
employers sex could determine discriminatory attitudes. To attempt to assess the role
of these, in the experiment whenever employers themselves had invited applicants the
tesers gathered the specific information. Our results show that, the estimated
probability of gay applicants to receive an invitation for interview was by 0.350 lower
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(higher) if employers were males (females), on average. Moreover, males found to
practice sexual orientation penalties of 22.1€ [0.030] against gay applicants, while
females provided them with a wage premium of 4.5€ [0.000] on average. Consistent
with empirical evidences we found that males discriminate more than females.

The empirical evaluations have taken account of two particular drivers
influencing recent governmental outlooks on ethnicity and sexual orientation. The
first is the increased recognition of diversity, and the second the continuing wish to
achieve good practice on equality. The findings suggest the need to examine more
closely the effects of immigrant and sexual orientation minorities and local labour
market characteristics on employments for minority populations in Greece. More
importantly, the results can significantly contribute to the perception about what
might amongst else affect the opportunities of certain minority groups to access
employment and thus uncover well concealed discrimination which is hard to detect
by other means. At the same time, the potential of directly collecting discrimination
data might further support antidiscrimination policies, since these policies can only be
as good as the information on which they are based.

As field-experiments postulate discrimination in the labour market is still
witnessed raising the need for active antidiscrimination policies. The evidences
provide a strong indication that labour market discrimination, as in particular regards
ethnic minority groups/economic migrants, is significant and it might be related with
other than productivity factors.

In Chapter Six, we introduce our first union based theoretical contribution. As
we have analysed, the theoretical foundations of labour market discrimination go
back to the seminal papers of Becker, and Arrow. In the current theoretical modeling
we refrain from both those approaches. On the first hand, we abstain from any taste to
discriminate on the part of anyone and against anybody. On the other hand, as it
comes to beliefs about workers' individual quality we postulate that employers are
unbiased as regards any particular group of workers.

In a context of union-oligopoly decentralized bargaining, we propose that
wage discrimination among equally-skilled workers may emerge as long as. First,
workers can be ex ante grouped according to different opportunity costs of
employment (e.g., reservation wages). Second, depending on the distribution of
bargaining power over the wage, the labour market agents (e.g., firms and unions)
find wage discrimination to their best interest. This key result in turn suggests that the
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European Union antidiscrimination directives may drive benevolent policy makers to
combat wage discrimination without necessarily confronting a net loss in social
welfare.

Based on these assumptions, we subsequently argue that if in the absence of
an active antidiscrimination policy, unions are powerful enough (monopoly union)
over the wage bargain then firm-specific discriminatory wage contracts will emerge
in firm/union pair in the equilibrium. On the other hand, to combat wage
discrimination, a benevolent policy maker, operating under a balanced budget, may
aternatively: Announce a tax, in the form of a wage penaty per unit of
discriminatory employment, which will be imposed to firms, whenever they apply the
discriminatory wage scheme. Issue to firms a subsidy, per unit of discriminatory
employment, whatever is their firm-specific wage configuration. Both policies result
to non-discriminatory wage rates in the equilibrium. However, if the upper bound of
the reservation wage is sufficiently low the latter policy is superior to the former on
efficiency grounds.

Hence, our analysis further implies that the European Union
antidiscrimination directives may in fact prove to be effective, on both egalitarian and
efficiency grounds, insofar as they are escorted by a financial assistance scheme to
policy makers covering at least a part of the total subsidization cogs, including the
sunk ones of setting up the monitoring system.

In Chapter Seven, we introduce our second union based theoretical
contribution. The European economy has recently experienced a rapid growth of
interest in the exertion and the implications of corporate social responsibility in the
labour market. Perhaps because, according to the public stereotyping, workers are
thought to be among the key stakeholders in any firm, and there is evidence on the
increasing importance which consumers attach to companies who demonstrate their
social responsibility by practically recognizing it. At the same time, and in particular,
the higher participation of ethnic minorities, the elderly, and people with disabilities
in the labour market, challenge firms to adopt diversity and antidiscriminatory
schemes, while an increasing number of firms are indeed doing so.

Turning to the ingtitutions, the European Union in fact seems to be ahead of
those trends by issuing, since 2000, the antidiscrimination Employment Directive
establishing the principle of diversity and non-discrimination. Firms have therefore
been assigned a two-fold role, in enabling the society to reap the benefits of
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globalization: To exert social responsibility, regarding ethnic or other minorities in
the labour market, and also to report it. It thus seems that exerting and advertising
corporate social responsibility, in the labour market, as well as elsewhere, should
today be amongst the firms’ priorities.

The scope of the current study is to explore, along the previous lines, the
case(s) of equality versus discrimination in the labour market, with a view to assess
the factors and policies addressing either instance. In particular, and given the
European Union antidiscrimination Employment Directive, our focus is on aspects of
wage discrimination.

In a context of union-oligopoly decentralized bargaining we propose that
wage discrimination among equally-skilled workers may endogenously emerge as
long as workers can be ex ante grouped according to their reservation wages (see,
Chapter six). On the other hand nonetheless consumers may ceteris paribus attach
higher valuation to the product of a firm which exerts csr by not discriminating in pay
against anyone of its employees; of course, 0 long as they are informed about that.
Hence, though wage discrimination seems to be the unions optimal choice whenever
consumers are ignorant and/or they do not care about non-discrimination in wages,
firms may independently achieve higher profits by strategically opting for non-
discrimination in wages and advertising it as an exertion of csr. If, by doing so, they
can vertically differentiate their product enough to compensate for both the csr-
advertisement costs and the higher unit costs of production which non-discrimination
relative to discrimination entails.

Such an option of strategic csr on the part of firms may in turn prove to be
compatible with the unions' best interest, as well, if the consumers’ valuation of non-
discrimination is sufficiently high. If not, we subsequently propose that in order to
deter wage discrimination a policy maker should instead of firms undertake csr-
advertisement in the event of non-discrimination in wages. Yet, such an
antidiscrimination policy would always entail a net loss in social welfare.

To sum up, the thesis main concern is with the relevance of empirical analysis
and evaluating economic policy regarding various aspects of labour market
discrimination. This thesis is an action taken in the wake of the adoption and national
implementation of the two European antidiscrimination legislations and the objectives
are twofold: On the one hand, to provide empirical analysis concerning
discriminatory trends in the Greek private labour market. On the other hand, to
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evaluate how specific discriminatory practices can be efficiently solved through
social planners interventions, influenced by the two Directives.

The main contribution of this thesis is that neither the first objective has been
ever examined for the Greek labour market, nor the second objective has been ever
evaluated by the principles of the economic theory under the European Union
antidiscrimination legislation. Statistical evidences can be used as the analysis of the
causes, extent and effects of discrimination in the society in general, and showing the
composition of the workforce to reveal possible under-representation that may be due
to discrimination. On the other hand, economic policy are need to be taken to promote
equality of treatment as denial of equal opportunities comes at a high price for those
concerned and the society at large and are needed to guide and support development.
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Chapter 1
Theories of Discrimination

1.1 Introduction

The definition of the various types of discrimination is sufficiently important
to merit elaboration. Labour market discrimination can be classified into four general
types (McConnell and Brue [1995]). First, wage discrimination® where minority
groups are paid less than majority groups for doing the same work. Second,
employment discrimination where, other thinks being equal, minorities bear a
disproportionate share of the burden of unemployment®. Third, occupational or job
discrimination, where minorities have been arbitrarily restricted or prohibited from
entering certain occupation, even thought they are capable as no minority workers of
performing those jobs, and are conversely crowded into other occupations for which
they are frequently overqualified. Fourth, human capital discrimination where is in
evidence when minorities have less access to productivity-increasing opportunities
such as formal schooling or on the job training®.

The theories of labour market discrimination are concerned with how and why
productively irrelevant characteristics of workers influence the labour market
behavior of employers and workers (Swinton [1977]). To be specific, discrimination
is generally understood to exist when some superficial® characteristic is used in an
attempt to redrict individuals' access to the available economic, political, and social
opportunities for advancement. Yet, discrimination is effective when society’s

tangible and intangible compensations are, consistently distributed as least in part on

! More technically, wage discrimination exists when differentials are based on considerations
other than productivity differentials.

2 Minorities in particular have long faced the problem of being the last hired and the first
fired.

% Minorities in particular often obtain less education and education of inferior quality
compared to mgjorities.

*“Superficial”, in this context, signifies that the characteristics being used for discriminatory
purposes are either largely or completely unrelated to the individuals actual or potential
talent, skills, and drive.
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the basis of this characteristics, without full regard for the relative productivities of its
members (D’ Amico [1987]).

The purpose of any theory of discrimination is to explain the observed
discriminatory wage differentials and to show that the persistence of discriminatory
wage differentials can in fact be explained by the natural operations of independent
actors in the market place, rather than by some cabalistic conspiracy of all members
of the dominant group to keep the underdogs down. Thus, the theory must offer an
explanation for residual differences in occupational distributions, wages,
unemployment rates and industry or firm distributions which have been observed to
exist between otherwise homogeneous workers of different rates, ethnic, sex, sexual
orientation or religious groups within the same labour market.

Reich (1980), argues that none of the neoclassical discrimination models are
both logical coherent and empirically plausible. Nevertheless, they have drawn
attention to various microeconomic issues which need to be incorporate into theory of
discrimination. The most prevalent theories are: the Taste discrimination by Becker
(1957; 1971), the Ethnic Cartels by Krueger (1963), the Statistical theory of
discrimination by Arrow (1973; 1998), the Crowding-Occupational Segregation
theory by Bergmann (1971), and the Market Power Monopsony theory by Madden
(1973).

The classical statement of the Taste discrimination is Gary Becker’s Theory of
Discrimination. Becker’s taste for discrimination envisions discrimination as a
preference or taste for which the discrimination is willing to pay. Employers' tastes
for discrimination are based on the idea that they and/or their employees and/or
customers want to maintain a physical or social distance from certain groups, for
example, that majority employers and their workers do not want to associate with
minority workers. These employers may then choose not to hire minority workers
because they and their employers do not want to work alongside them.

Krueger (1963) developed Ethnic Cartels theory of discrimination, argued that
economic gain rather than psychic preference is the main motive for discrimination,
with the benefit achieved through collective action by economically ethnic group.
Arrow (1974) has further developed the analysis based on neoclassical assumptions,
and relates them more closely to the theory of general competitive equilibrium.

On the other hand, the idea that competition might eliminate market
discrimination involved the development of market discrimination models under the
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states of affairs characteristics of neoclassical imperfect competition or so-called
Statistical discrimination. The neoclassical theory of statistical discrimination is based
on the result of search and information, which affect efficiency. In these models the
discrimination results from the profit maximizating response of employers to
uncertainty about the quality of individuals workers when the real or subjective
quality distributions favour the group which receives preferences (Arrow [1973],
Phelps [1972], Aigner and Clain [1977], Goldberg [1978], Schwab [1986]). The
standard statistical discrimination model presents society with an uncomfortable
trade-off. In prohibiting statistical discrimination, society must accept lower national
output.

According to the Crowding theory (Bergmann [1971]), discrimination is the
key point that forces minorities to ‘crowd’ into low paying jobs, limiting minority
labour supply to other occupations, and depressing marginal productivity and wages.
Majorities gain from working in higher paying jobs closed to minorities. Reducing
labour supply to such jobs, due to minority exclusion, pushes up wages for majorities,
including those who might otherwise lose their jobs but for discrimination. In
Bergmann’s model, majorities gain from minority losses.

Finally, based on the theory of Market Power, an employer may find it
profitable to practice wage discrimination. Madden (1973) concluded that the
employer need not be prejudiced; a majority male employer need not dislike
minorities or female as employees or on any other grounds. Wage discrimination
simply pays in terms of maximizing profits.

1.2 Taste Discrimination M odel

The economic theory of discrimination based on prejudice implies that actual
discrimination by firms or workers is measured by how much profits or wages they
forfeit to avoid hiring or working with members of a group that is disliked. Evidence
on forgone profits, wages, or prices is typically not available, so discrimination
against a group is usually measured by comparing the earnings of members of the
group with earnings of the majority who have the same years of schooling, job

experience, and other measurable characteristics.
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The modern neoclassical theory of racial and sexual wage differentials was
developed by Becker (1971)°. Following Becker’s lead and assuming a society in
which majorities discriminate against minorities. Labour market discrimination exists
when majority employers or employees have a distance for association with
minorities and conduct their labour market transactions in a way that is intended to
minimize or eliminate such contact. According to Becker, these discriminators
“...mugt, in fact, either pay or forfeit income for this privilege” (1971, p. 14). If an
employer can hire a minority at the wage w, he is a discriminator if he behaves as

thought this wage were,
w(l+d,) (1)

where: di is a positive number that Becker calls the employer’s discrimination
coefficient (the subscript identifies the employer).

An employer who refuses to hire a minority at any wage, however low, has an
infinitely large d®. It is usual to measure the strength of the ith employer’s prejudice
by the proportion d; by which the wage of N (minorities) workers would have to fall
below the wage of W (majorities) workers before the employer would be willing to
overcome his dislike of N workers and hire them. For any differential,

d ——“‘NM;NWN 2

As it comes, all those of employers with discrimination coefficients greater than d
will wish to employ W workers, and all those employers with discrimination

coefficients less than d will wish to employ N workers'.

® Becker's book, the Economics of Discrimination (1957), was written and published in a
period when discrimination against blacks and women workers was legal in most states of
America

®1f dis negative, the employer discriminates in favor of a particular group; this behavior is
called nepotism if the employer is himself a member of this group.

" Therefore the equilibrium coefficient d* is that d such that there are just enough employers

with d<d to employ all the N workers in the economy.
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The obvious implication of the discrimination coefficient is that the employer
is willing to pay the favored workers (w+d;) and the ones discriminated against (w-
d), so that if w, is the wage of maority workers and w,, the wage of minority

workers and the employer prefersW'sto N's, w,, > w,,

The most basic idea in The Economics of Discrimination is that market
discrimination is defined by a comparison of the wages rates of two groups, W and N,
(a) asthey are actually observed, and (b) as they would be observed in the absence of
discrimination®. Specifically, if the observed wages of groups W and N are p,, ad

p,. and if they would be p, and p in the absence of discrimination, then the

proportionate market discrimination against group N is,

D= [p_W - E_‘g’] /(p—‘g’) » In(p—W) - |n(p—\3') ©)

while D is the proportionate shortfall in the N to W wage ratio from what it would be

in the absence of discrimination®. Since the wage ratio Pw is actually observed,

N
implementing this definition of market discrimination is tantamount to specifying an
empirical theory of wage determination that would be expected to prevail in the
absence of discrimination.

As Oaxaca (1987) observed, there is natural way to do this. Suppose that it is
agreed that some characteristics (in a vector) X determine pay in the absence of
discrimination. Suppose further that for group W, the relationship between the wages,

p,, and these characteristicsis of the form,

Inp,, =by, X +u 4

8 For example, if W and N are pefect substitutes in production, in the absence of
discrimination W and N would have the same wages rates. In this case, the difference
between the wage rates of the two groups W and N is a measure of discrimination.

%It is clear that a similar definition of market outcome, whether it be the number employed,

hired, or discharged, or some other measure of compensation.

42



where b,, is an unknown regression coefficient (vector) and u is a disturbance.

Proportionate market discrimination is then approximately,

D»In(E—W)- b(X, - X,) (5)

N

where X, and X, represent the characteristics of the N's and W’s being compared.

In this set up, discrimination is measured as the difference between the observed
proportionate wage difference between N’'s and W’'s and the proportionate wage
difference that would be expected if N’s were paid in the same way as W’s. If N's are
the group against which discrimination is alleged, it is common, and perhaps most
natural, to use this definition of market discrimination. In an analogous way,
however, a measure of market discrimination that assumes W’s are paid in the same
way as N’s in the absence of discrimination may also be constructed™.

Discrimination by an employer based on his own tastes and prejudices implies
that the employer does not maximize money profits. On the contrary, he is willing to
sacrifice profits by paying higher wages than he needs to or by accepting workers less
qualified than others he could recruit at the same wage, in order to indulge his tastes
about the composition of hiswork force.

Becker has shown that in a competitive labour market the size of the wage
differential between equally competent minority and majorities will depend on two
factors. The first is the shape of the distribution of employers by the extent to which
they discriminate; the second is the size of minority groups. A simplified form of
Becker’'s argument is shown in the Figure 2.1, which represents an occupational
labour market in one labour-market area. Total employment in the occupation is
assumed to be constant. It is assumed further that the majority wage is fixed at unity

1 The extent to which an employer discriminates in the employment of minorities not only
differs from employer to employer, but also differs according to the nature of the work.
Where the duties of an occupation conform to the mgjority view of the appropriate social role
of the minority, which is often that of doing menial or service tasks, there may be

discrimination in favor of the minority by majority employers.
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and will not be depressed by a reduction in majority employment. The vertical axis is
the ratio of Minority (N) to Majority wages (W), Wn/ Ww.

The demand schedule for minorities, D, shows the total number of jobs that
will be offered to minorities at each wage ratio. It is formed by arranging the offers of
different employers in order by the extent of which they discriminate, with those
discriminate least placed further left. The horizontal portion of D is the demand by
non discriminators. The market wage ratio is determined by the position of the supply
curve is S it is We. Thus, the larger the supply of minority workers, the lower their
relative wage.

Figure2.1

The Deter minate of Wage Differentials with Discrimination by Employers

Wage
ratic

A S Wow

0 Fumber of employers

Those employers to the left of the intersection of the demand and supply
schedules will hire only minorities in this occupation, since the market differential is
larger than is needed to overcome their desire to discriminate. Similarly, those to the
right of the intersection can hire minority labour of standard quality at a below-
standard wage, their money profits will increase, which should encourage them to
expand.

If all the firms were in one competitive products market, this would eventually
enable the non discriminators to drive the discriminators out of business. However,
the firms in a given labour market may be in many product markets, and some of



these will have monopolistic positions in their markets. Becker’s reasoning leads him
to predict that in general monopolistic industries should discriminate in employment
more than competitive ones, since monopolists can remain in secure positions

towards the rights end of the demand curve for minority labour'.
1.3 International Trade M odel

Becker (1957) utilizes also an international trade model to illustrate the effects
of discrimination on the trade between sectors W and N. He assumes perfect
competition and, relative to labour power, that majorities own more capital than

. K K o . . .
minorities, i.e, —% >—"  where K,, majorities capital, K, minorities' capital,
W N

L, majorities’ labour, and L, minorities labour. He also assumes identical linear
homogeneous production functions and perfect substitutability of capital and labour

between the sectors. It therefore follows that before trade, the f, < f, and

f, < f«, ,where f_ and f_ = arethe marginal productivities of labour in B and W

sectors, respectively, and f, and f, arethe marginal productivities of capital in W
and B, respectively.

Thus, before trade, W capitalists could get a higher returnin N and N laborers
could get a higher return in W. Majorities will therefore export C,., (the amount of

capital exported that will achieved equilibrium between the sectors), so that,

Cy+Ce _Cy-Cx _C
Ly Lw Lw

(6)

fe, = fc, and f_=f . The total returns per unit of labour and capital in both

sectors are equal and maximized so that gains cannot be made by additional exports
of capital.

" Moreover, the Figure 2.1 can be used as one explanation of the tendency for discrimination
to be greatest where the minority group is a larger fraction of the total population.
Discrimination arises only against minorities large enough to be perceived as a threat to the

position of workersin the majority group.
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By introducing discrimination in this model, causes W capitalists to suffer

psychic cost whenever their capital is used in N, so that their net returnis f; (1+d) ,

where d is a negative fraction representing the money value of the psychic costs. The
discrimination coefficient therefore reduces capital exportsto alevel belowC,. .

Comparing with the competitive equilibrium without discrimination, the
marginal productivity of N labour will decrease, the marginal productivity of N
capital will increase, the marginal productivity of W capital will decrease, and the
marginal productivity of W labour will increase. Because production is no longer
efficient, the country as a whole loses income when W capitalists discriminate.
Moreover, N workers and W capitalists lose income, wile W workers and N
capitalists gain. The N capitalists' gains are lower than the N workers' losses, so the

B community as awhole loses from discrimination®2.

1.4 Ethnic Cartéds

Krueger (1963), expanded Becker's international trade model to find an
optimum level of discrimination analogous to an optimum tariff. Krueger discussed
ways in which exploiting majority capital to minorities might be curtailed even if
majority capitalists themselves have no personal tastes for discrimination.

Krueger assumes that W have identical production functions and that
competition prevails within each sector. Then,

Yo = F(Ly. Ky - E)+ f E (7)

Y, = f(Ly,Ky +E)- f E ®)

where Y isthe total real income of a sector, f the common production function, and E
represents the quantity of capital exported by majority sector. Magjorities and
minorities factors are assumed to be perfect substitutes. Krueger, following Becker,

2 Thus, in Becker's mode, the discrimination coefficient acts like a tariff and causes lower

wages, less employment, or both, depending upon the elasticities of labour supplies.
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Y, is maximized when the marginal product of capital in one sector equals that in the

other,

Yo=Y, +Yy = Ly, Ky - E)+f(LN,KN+E) 9

To maximize majority income, differentiate partially with respect to capital exports,

I f +f, + e (10)
Thus for a maximum,
P P f};'NE (11

Since f,;'N E <0, the marginal product of capital in the majority sector should be
lower than the marginal product of capital in the minority sector for maximum
majority income. The elasticity of demand for imported capital in the minority sector,
n,, will be the elasticity of demand for capital weighted by the inverse of the
proportion majority capital represents of total capital used in the minorities sector.
Defining n, as the elasticity of demand for capital, and recalling that f, is the price

. . +E
of capital, n, :if—K Since K =K, +E, ng :if—K:if—KKN—:n—K
f. K fi E f, K E r
E
where r = = Consequently,
N
1
fr, = f, tI+—] (12

Ny

Since ny, <0, maorities will maximize their incomes by having a lower price

(marginal product) of capital at home than in the minority sector.
The symmetry with international trade theory should be clear. If majorities
behave as perfect competitors in their allocation of capital, they will do less well than
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if they impose an optimum tax, just as a country faced with a less than perfectly
elastic offer curve can improve its own welfare by imposing an optimum tariff. If
majorities are concerned only with maximizing their own incomes, the optimal

differential between home and foreign returns will be,

ly = (13)

Since majorities could increase their money incomes by the imposition of an
appropriate tax on exported capital, it is of interest to inquire whether, in general,
minorities could, for any given rate of discrimination by majorities, improve their
position by retaliation. Let majorities demand a return on capital invested abroad
(1+t,) times higher than the home rate of return on capital. They will then export

capital until 1+t,,) f, =R, where R is the payment they receive per unit of capital

exported to the minority sector.

The majority supply of capital to the minority sector is then a function of the
marginal productivity of capital in the majority sector. The higher R, the more capital
will be forthcoming. The elasticity of supply of capital to the minority sector will be,

-1 f -
ng = “1 Kw — Ny (14)
fr, E r
where r = . Minority sector may now be written,
w-
Y, = f(L,.K, +E)- ER (15)

where ER describes the movement along the majority supply of capital schedule,

1R
=f -R-E— 16
qE K, E (16)
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where: R/ JE isthe increase in the minority payment to majority capital necessary to

induce a small increase in capital imports. To maximize minorities, then,

fo. =R1+ i] and an optimal minority tax on inputs of majority capital t, will
N n

S

- L 1
maximize minority income when t,=—.
n

The minority optimal tax rate is not independent of the majority rate of
taxation may be seen by recalling that the elasticity of supply of majority capital to
the minority sector is the elasticity of demand for capital in the majority sector. The

change in the optimal in the majority tax rate will be,

TE
- 1- 1) —
Tty _ It T, Ir _ Ny <

ft n, Ir My, nZ(Ky- E)

(17)

The change in the optimal majority tax rate with respect to a change in the minority
tax will be,

TE
n,(1-r)—
i, _ @Dy

G RCE

<0 (18

Hence, if there were aparallel to tariff retaliation in the case of discrimination,

the process would be convergent to stable tastes for discrimination.

1.5 General Competitive M odel

Arrow’s (1973), main objective was to explain racial wage differentials not
based on productivity. Arrow’'s model, like Becker's, makes all of the usual
assumptions about full unemployment, competition, profit and utility maximization.
He seeks to develop further Becker’s models and to relate them more closely to the
theory of general competitive equilibrium. Arrow starts with the simplest case, where
the employer discriminates.
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The employer seeks to maximize the utility functionU (p, N,W); where &t is
profit, seen as the trade off between the numbers of minority workers (N) to majority
workers (W). Capital is given in the short run, so output is f (W + N) . Using output as

numeraire, profits are given by,

p=fW+N)- w,W-wN (29)

where w,, and w,, are wages of minorities and majorities, respectively.

If the employment has a taste for discrimination, the marginal utility of N
labour is negative and the discrimination coefficient, d , is positive so that
MP, =w, +d, and MR, =w,, +d,,, where d,, is negative if the employer has a
positive liking for W's (or zero if he has no racial preference). Therefore
W, - Wy =d; - d, >0 and equilibrium requiresw,, >w; .

It is assumed that all firms have the same utility functions, they all hire the
same amounts of N and W, and the allocation of labour is efficient. The effect of
discrimination isto redistribute income from N workers to W workers and employers.
It is clear that majority workers do not lose and probably gain. The exact effect on

profits depends on the employer’s utility function. SinceMR,, = MB, = MP,_, profits

are,

p="f()-(MP) +d,W+d,B (20)

whereL =W + R. If there is no discrimination profits are,

po = f(L)- (MP)L (21)

so the change in profits would be:

p'po:de+dBB (22)
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If we consider an increase in the firm’ s labour force with the proportions of W
and N workers constant, then the negative of the marginal rate of substitution of

profits for this balanced increase is dw%+dN%; this is the firm's need for

additional profitsto compensate it for a balanced increase in size.
If the assumption of identical utility functions is relaxed, so that some firms
discriminate more than others, leading to the conclusion that the least discriminatory

firms grow larger, and since MP,_’s vary, production is no longer efficient, and it is

no longer possible to make strong statements about the incidence of discrimination. In
this case, competition would tend to reduce discrimination, and only the least
discriminatory firms survive.

Arrow also incorporates the case into his model with the examples of foremen

who like working with W and dislike working with N. If F is the number of foremen,

w. their wage, then w. =w, (VTV) and short run profits are defined,

p=f(LF)-wW-w,N-wF (23)

Firms will resist hiring N even where they have no taste for discrimination,

because F costs decrease with the ratio% . The extent of the wage difference between

N and W workers depends on the extent of discrimination. If We is the proportional
F

rate of change in the foreman’s demanded wage rate for a change in the ratio %

Wy = Wy _ W;:SF

S, thetotal payments to workers (S, =W + N ), then
MP, w: S

The left hand side is the market wage differential due to discrimination tastes

of foremen relative to the wage level in the absence of discrimination. Similarly, it is
assumed that at equilibriumw,, =w, (VTV) , where w,, decreases as % increases from

zero to one. A firmwill therefore minimize costs,
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COW,N) = g, (W +w, N (24)

A firm will always minimize costs with all W or all N work forces. If
Wy - Wy < dN 1
every firm will minimize costs by hiring all W; if w, - w, >d, , every firmwill hire

all N. Equilibrium will therefore be where w,, - w, =d .

1.6 Statistical Discrimination M odel

Modern economic theory has emphasized how information or, more properly,
beliefs and expectations influence economic behaviour. These beliefs may in turn be
based on some kind of evidence; the rational choice theory implies that beliefs
contradicted by experience will not survive. So, the theory of statistical
discrimination fell naturally out of the non-Walrasian treatment of the labour market
as operating imperfectly because of the scarcity of information about the existence
and characteristics of workers and jobs.

Suppose minorities and majorities do in fact differ in productivity, at least on
the average. This is in turn due to some cause, perhaps quality of educations, perhaps
cultural differences, but the cause is not itself observable. Then the experience of
employers over time will cause them to use the observable characteristic, race, as a
surrogate for the unobservable characteristics which in fact cause the productivity
differences.

Statistical theories of discrimination predict that employers, if they perceive
minorities as being generally less productive than majorities and if it is difficult to
measure the actual productive than majorities, then minorities with above-average
productivity will receive below-average returns (relative to mgjorities). One can argue
that these lower returns, to some extent, reflect the presence of non labour market
discrimination, which contributed to the unfavourable classifications to begin with.
Skin colour or sex is taken as a proxy for relevant data not sampled.

The apriori belief in the probable prefer ability of a majority or a male over a
minority or female candidate who is not known to differ in other respects might stem

from the employer’s previous statistical experience with two groups (members from
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the less favourable groups might have been, and continue to be, hired at less

favorable terms); or it might stem from prevailing sociological beliefs that minorities
and women grow up disadvantaged due to racial hogtility or at least prejudices toward
them in the society (in which latter case the discrimination is self-perpetuating).

Arrow (1973) has attempted to interpret intergroup wage differences in an
aternative framework as a rational reaction to uncertainty in labour market.
Following Arrow, if employers believe N workers are less productive that W workers,
they will hireN’sonly if w, <w, anideaalso developed by Phelps (1972).

This finding is based on three assumptions. (1) the employer can distinguish
between N and W workers; (2) the employer must incur some cost before it is
possible to determine the employee’s true productivity; and (3) the employer has
some conception of the distribution of productivities within the N and W groups of
workers.

Lets consider now, a perfectly competitive industry consisting of
homogeneous firms and a screening process costing C dollars is undertaken. As a
result of the screening each worker is assigned a score: passing Q or failingU . The
population can be partitioned into two mutually exclusive productivity groups in
terms of qualifications necessary to perform the job in question: qualified individuals
Q an unqualified U. Also the firm knows the probability, P,(Q), that an individual
from group i isqualified for the job.

For expositional simplicity we consider two race groups, majorities (i=W) and
minorities (i=N). Arrow’s model is obtained by making two specific assumptions.
First, the test is a perfect predictor of productivity, hence P(Q) = P(Q ), secondly,
the proportion of qualified majorities is higher than the proportion of qualified
minorities, Pw(Q)=Pn(Q).

Given these assumptions, the following conditions must hold in equilibrium
for arisk neutral firm,

P(QIMP-w]=C (29)

where w; is the competitive wage for group i, and MP, is the value of marginal
product of qualified groupsi workers.
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As a result, applicants who scores U are not hired. If on the other hand, an
applicant is predicted (correctly) to be qualified, the gain to the firm is given by the
difference the marginal product of a qualified worker and the wage. Assuming that
qualified majority workers and qualified minority workers are perfect substitutes in
production, MPy=M Py, the equilibrium wage differentials is given by,

C
- = —~ [P -P 26
W, = Wy B (Q)P. [Rv(Q)- Ry (Q)] (26)

If the proportion of qualified workers is larger in the majority population than
in the minority population, qualified majorities will receive higher wages than their
equally qualified minority counterparts. That is, the existence of uncertainty about
productivity in determining that productivity will lead to firm behaviour, which in
effect makes qualified minorities “pay” for their group’s smaller expected

productivity.
1.7 The Crowding M odel: Occupational Segregation

Bergmann (1971) utilized a Becker type model to show how discrimination
can cause wage differentials between equally skilled occupations. She assumed two
occupations requiring equal skills, one menial Z and the other prestigious X. In Z,

W, =W, , but in X there is a discrimination coefficient so that minorities will be
hired only if w, >w, ™. If w, - w, >d., N enters X and the wage of N in Z
increase, while the wages of both W and N decline in X. Equilibrium will occur
where the wage rate of Z and X equals the wage rate of N in X and w,, - w, =d,,,
where d, is the money value of the discrimination coefficient against minorities in

X.
The crowding model uses simple supply and demand concepts to explore the

consequences of confining women and minorities to a limited number of occupations.

3 The marginal productivities of Z and X (MP,. MPy) will depend on the labour supplies for
Z and X. If these occupations are segregated, they will remain that way so long as

W, - W, <d..



One important reason of the crowding is that worker productivity is the result of a
group or team effort. If social interactions on the job are unfavourable, productivity
will suffer.

Some male (majority) workers may become disgruntled when obligated to
work along with or to take orders from women (minorities). Thus, in the interest of
productivity and profits, employers decide to segregate men and women (minorities
and majorities) on the job. Furthermore, many employers have preconceived notions

concerning the job capabilities of women and minorities.

Following now diagrammatical analysis, let’s say there are Q,;, majority and
Q. minority workers (Q;, =Qy, ). The total labour market is composed of three

occupations, X, Y (prestigious) and Z (menial) each having identical labour demands
curves as shown in Figure 2.2.

Minorities and majorities have homogeneous labour force characteristics; are
equally productive in each of the three occupations. Also, products markets are
competitive so that the demand curves reflect not only marginal revenue product
(MRP) but also value or marginal product (VMP). Also, we assume that as a result of
occupational X and Y are for the majorities job and occupation Z is for minorities
job. Minorities are confined to occupation Z and systematically excluded from
occupations X and Y.

Majorities will distribute themselves equally among occupations X and Y so
that there are Q) and Q), majority workers respectively (Q) =Q;, =Qy,/2) and the
resulting common wage rate for majorities is w;, andw, respectively (wy =w,).
Assuming no barriers to mobility, any initially differential which would prompt
l[abour shifts from low to high wage occupations until wage equality was realized.

Note that Q;, minorities, on the other hand, are crowded into occupations Z and, as a

consequence of this occupational segregation, receive a much lower wage ratews, .

Given the redlity of discrimination, reallocate themselves to occupations X and Y in
the pursuit of higher wage rates. Although majorities could presumably enter
occupation Z if they so chose, they would not want to do so in the face of Z's lower

wage rates.
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Figure2.2
Occupational Segregation
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The net result of occupational segregation is obvious. Magjorities realized
higher wage rates and incomes at the expense of minorities. Note, however, that
minorities are not being disadvantages as the result of exploitation; they are not being
paid a wage rate less than their marginal revenue product. In occupation Z minorities
are being paid a wage rate equal to their MRP and to their contribution to society's
output (VMP). Their problem is that by being restricted to only occupation Z, their
supply is great relative to demand and their wage rate is therefore low compared to
that of the majorities.

Now, suppose that through legislation or sweeping changes in social attitudes,
discrimination disappears. As a result, minorities are attracted by higher wage rates,
will shift from Z to X and Y. Specifically, if we assume occupational shifts are

costless, Q. minorities will shift into X and another Q, minoritiesinto Y (note that,
QY =Q)), leaving Q" million workersin Z.
At this point, Q" million workers will be in each occupation and wage rates

will be equal to w,_ in all three occupations, and therefore there is no incentive for
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further allocation (note that, Q| -Q"=Q!+Q., Q" -Q/=Q), Q"-Qs= Q). This
new, nondiscriminatory equilibrium is to the advantages of minorities, who now
receive higher wages, and to the disadvantages of majorities, who now receive lower
wages.

Moreover, society reaps a net gain by ending occupational segregation. Our
labour demand curves reflect value of marginal product, the contribution of each

successive worker to the domestic output. Hence, the movement of the Q. and Q|

minorities out of occupation Z yields a decrease in domestic output shown by area
(ijkl). But the areas (abcd) and (efgh) for occupations X and Y show the increases in

domestic output (the market values of the marginal product), realized by adding Q.

and Q) million minorities to the each occupations respectively.

We observe that the sum of the adding to domestic output in occupations X
and Y exceeds the decline in domestic output that occurs when minorities leave
occupation Z. The conclusion that society gains from the termination of occupational
segregation is not unexpected. Minorities reallocate themselves from occupation Z,
where VMP is relatively low, to occupations X and Y, where their VMPs are
relatively high. This reallocations continues until the VMPs of labour in each
aternative use are equal, a condition which defines the efficient allocation of
labour*,

Bergmann’s analysis suggests that discrimination can cause wage differentials
between equally skilled occupations and that racial wage differentials may be
maintained by occupational segregation rather than by overt wage discrimination. The
analysis also is useful in indicating that the discrimination coefficient differs among
occupations because of status considerations™.

¥ Thus our analysis underscores that discrimination has both equity and efficiency
connotations. Discrimination influences not only the distribution but also the size of the
domestic income.

> Based on Marshall critic (1974), occupational segregation, or crowding of minoritiesinto a
limited number of occupations, seems clearly to be a more redlistic assumption than that
equally qualified minorities and magjorities doing identical jobs in the same firms are paid

different wages.
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1.8 TheMarket Power (Monopsony) Model of Discrimination

Market power models (Madden [1973]) indicate that employers with
monopsony power will find it profitable to pay female workers less than male
workers. The reason is that the labour supply curve of female workers is allegedly
less elastic than of male workers because females have alternative job opportunities
due to occupational segregation.

In panel (a), the firm'’s total labour supply is represented by S, the associated
marginal wage cost curve is MWGC;, and D, is the demand for labour. Note that
equilibrium is at point t, where Q; workers are employed and the wage rate is w.
Now observe in panels (b) and (c) that we have disaggregated the monopsonist’s
labour supply on the basis of gender. In panel (b) the supply and marginal wages cost
curves of female workers are & and MWGC;. Similarly, S, and MWC, in panel (C)
show these same curves for male workers. The labour supply curve for women is
purposely drawn to be less elastic than that for men. By extending the horizontal
(dashed) line rightward from equilibrium point t in panel (a), we can show how total
employment will be divided among men and women'®. Its intersections with MWC;
and MWC, tell us how many female and male workers, respectively, it is profitable
to employ. Specifically, by dropping vertical (dashed) lines from equilibrium points f
and m, we find that the firm will employ three women and six men. The wage rates
paid to women and men are determined where the vertical line intersects the female
and male labour supply curves S and Sy, The discriminating monopsonist will pay
rates equal to the supply prices of Q; females and Q, males. Here, we find that
women are paid aws wage and men awy, wage.

The implications of this model are first, the male wage rate is higher than it
would be without sex discrimination (wm > w;). Second, the female wage of ws is
lower than both the male wage wy, and the wage that would prevail without sex
discrimination w;. Third, the profits of the firm have increased. In discrimination, the
firm hires the same productive, realizes the same total output and total revenue.
However, discrimination reduces total wage costs from A = (w;x Q) to B = [(w; -

Q) +(Wm "~ Qm)].

® That is, the dashed line reflects the MRP associated with the profit-maximizating total
quantity of labour.
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Figure2.3

TheMarket Power (M onopsony) M odel of Discrimination
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Unlike the Becker model, this model shows that it is profitable to
discriminate. A fourth and closely related point is that in contrast to Becker’s model,
the monopsonist need not be malicious, that is, unfavourable disposed toward women.
Becker’ s employer pays to exercise his or her prejudices; the monopsonistic employer
discriminates because it enhances profits. Fifth, assuming competition in the product
market, if this firm does costs and will ultimately be driven out of business by its
discriminating rivals.

Note that circumstances are precisely the reverse of those implicit in Becker’s
taste-for-discrimination model. In Becker’'s model, nondiscriminators would drive
discriminators out of the business. In the monopsonist model, discriminators would
drive nondiscriminators from the market. Finally, a corollary of our fifth point is that
while the taste-for-discrimination model implies that the pursuit of profits by
employers will reduce discrimination over time, the market power model suggests
that there is no necessary reason why market forces would cause discrimination to
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diminish. The monopsony model implies that public policy action is required to deal
with discrimination®”’.

As noted, these outcomes depend on a situation in which the female labour
supply curve & is less elastic than the male supply curve S, There are two reasons
that this might be the case. First, some woman's husband has a job in a particular
locality, she may be unwilling to accept a job in another locality. Similarly, because
of the prevalence of occupational segregation, women do not have access to as wide a

range of occupations and job opportunities as men do.

1.9 Conclusions

Labour market discrimination has been described as occurring when one
group of workers with abilities, education, training, and experience equal to another
group of workers are provided inferior treatment in hiring, occupational access,
promotion or wage rates on the basis of some personal characteristics, such as gender
or race, which is unrelated to productivity.

The classical statement of the Taste discrimination is Gary Becker’s Theory of

Discrimination. Becker's taste for discrimination envisions discrimination as a

17 Because some women have less geographic and occupational mobility, if wages rates in
this particular market were, say, reduced, we would expect more males than females to leave
this work for alternative jobs. Given these conditions, the conclusion might be that women
are less responsive to wage changes than men; or, in technical terms, the supply curve of
women is less elastic. So, there may be more employment alternatives for male workers than
for female workers, making the supply curve of male workers more elastic. The end result
would be that male workers would be paid more than equally productive female workers
because the supply elasticity of female workers would be such that they would be willing to
work for less. A second reason for the elastic supply curve for female workers has to do with
unionizations. Specifically, male workers are more likely to be unionized that female
workers. Industrial unions establish a uniform wage which makes the labour supply curve
perfectly elastic at that wage The significance of this is that the union reduces the
monopsonistic employer’s ability to exploit workers. Thus in firms where men are unionized
and women are not, the labour supply of women will be less dastic than for men, resulting in

wage differentials that are unfavourable to women.
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preference or taste for which the discrimination is willing to pay. Employers' tastes
for discrimination are based on the idea that they and/or their employees and/or
customers want to maintain a physical or social distance from certain groups, for
example, that majority employers and their workers do not want to associate with
minority workers.

Krueger (1963) developed Ethnic Cartels theory of discrimination, argued that
economic gain rather than psychic preference is the main motive for discrimination,
with the benefit achieved through collective action by economically ethnic group.
Moreover, the idea that competition might eliminate market discrimination involved
the development of market discrimination models under the states of affairs
characteristics of neoclassical imperfect competition or so-called Statistical
discrimination (Arrow [1972]; [1973], Phelps [1972], Aigner and Clain [1977],
Goldberg [1978], Schwab [1986]). In these models the discrimination results from the
profit maximizating response of employers to uncertainty about the quality of
individuals workers when the real or subjective quality distributions favour the group
which receives preferences.

Based on the Crowding theory (Bergmann [1971]), discrimination is the key
point that forces minorities to ‘crowd’ into low paying jobs, limiting minority labour
supply to other occupations, and depressing marginal productivity and wages.
Majorities gain from working in higher paying jobs closed to minorities. On the other
hand, based on the theory of Market Power (Madden [1973]), an employer may find it
profitable to practice wage discrimination. concluded that the employer need not be
prejudiced; a majority male employer need not dislike minorities or female as
employees or on any other grounds. Wage discrimination simply pays in terms of

maximizing profits.
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Chapter 2
M easuring Discrimination: Field Experiments

2.1 Introduction

Ever since the seminal work of Becker (1971) and Arrow (1973), who
developed several hypotheses about the causes of discrimination behaviour,
economists have been looking for ways to test these hypotheses'. Field-experiments
provide a unique opportunity to conduct such tests because they illuminate the
circumstances under which discrimination occurs. Traditional experiments typically
begin with clearly defined “treatment” and “control” conditions, to which subjects are
randomly assigned. All other environmental influences are carefully controlled. A
specific outcome variable is then recorded to test for differences between groups.

Retaining the key experimental features of matching and random assignment
important for inferences of causality, this approach relies on real contexts for its
staged measurement techniques. In the investigation of economic discrimination, field
experiments represent an important complement to the conventional regression
analysis approach. Field experiments can establish the general incidence of
discrimination and testing to support litigation against discriminatory practices.
Whilst field experiments have the potential to improve the effectiveness of civil rights

law and enforcement.

2.2 M ethodology

Virtually all subsequent analyses of discrimination follow Becker's The

Economics of Discrimination (1957, 1975), and examine employment and wage

! As we have aready analyzed, Becker’s hypothesis is that agents i.e, employers,
discriminate because of their own personal prejudice (or discriminate to protect their actual
and potential business with prgudiced majority i.e.,, employee, households) against a
particular group. On the other hand Arrow’s hypaothesis is that agents maximize the return to
their effort and therefore do not pursue transactions that are unlikely to be finalized. That

means an agent is using membership in a protected class as a forecast device.



differentials. They do not explicitly consider the hiring process that is the focus on the
studies under review here.

The technique of conducting carefully controlled field experiments to measure
discrimination in the market place is forty years old. Discrimination tests have been
adopted by social scientists from techniques employed by legal activists, who
pioneered their use in the enforcement of fair-housing laws during the late 1960s.
Although the market is the centerpiece of the economist’s attention the initial
development of this technique was by Daniels (1968) tests for racial discrimination in
the English housing and labour market, using matched pairs of actors, was followed
by Jowell and Prescott-Clarke (1970), who introduced written tests. However, it was
not until the 1980s that this experimental technique found a place in the economic
journals, with articles by Firth (1981) in the Industrial and Labour Relations Review,
Yinger (1986) in The American Economic Review and Riach and Rich (1987) in
Australian Economic Papers.

Interest in the field experiments of discrimination on the part of economists,
did increase during the 1990s with publications appearing in several economic
journals including the Review of Minority Political Economy (Bendick [1994]), The
American Economic Review (Ayres and Siegelman [1995], Bertrand and
Mullainathan [2004]), the Quarterly Journal of Economics (Neumark, Bank and Van
Nort [1996]), Labour Economics (Weichselbaumer [2003]; [2004]). There have also
been significant activities by the International Labour Office (Bovenkerk [1992]) and
the Urban Institute (Cross, Kenney, Mell and Zimmermann [1990], Turner and
Mikelsons [1992]).

One crucial benefit of the field experiments discrimination tests is that they
offer a chance to examine an important aspect of labour market discrimination in
hiring, that has been largely inaccessible to social scientists. Policy discussions often
revolve around concepts that defy precise definitions or measurement. The current
controversy over the prevalence of discrimination and the remedies for such
discrimination is fueled by the lack of hard evidence. Because of the absence of
standardized, economy-wide data on hiring there is much less evidence on
discrimination in these important dimensions of labour market discrimination. What
we know about hiring mostly comes from court cases or selected studies of firms,
with their attendant uncertain generality. Discrimination tests are a potentially
promising method for extending our understanding of hiring discrimination.
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Economists have further engaged in the field experiments during the past
three decades precisely because the alternative techniques for measuring
discrimination have proved inadequate’. Following Heckman and Siegelman (1993),
a large and sometimes polemical literature has emerged about what characteristics of
persons are relevant to their productivity and how they can be measured. Especially
problematic is the possibility of statistical discrimination that may arise if the same
levels of observed characteristics convey different information about true productivity
for different demographic groups. In order to assess true productivity, economists
need to acquire much more information about individuals and jobs than is generated
in standard data on labour market transactions. The available data on the operation of
the labour market are meagre and unsatisfactory, so in our understanding of the
prevalence and source of discrimination.

Field-experiments avoid many pitfalls facing regression studies. In particular,
researchers can match similar (pseudo) individuals and catch economic agents in the
act of discrimination (Yinger [1986]). Two procedures have been used to carry out
direct tests for the extent of discrimination in labour market. The first involve
personal approaches where individuals attending job interviews; Audit Test’, while

2 Surveys of attitudes towards minority groups in the market are not likely to produce honest
and accurate responses (La Piere [1934]). To be specific, majorities and minorities may
overestimate or underestimate their performance in the market. On the other hand the
econometrician’s application of the technique of regression analysis — wage decompasitions -
to published data to deduce discrimination, pioneered by Blinder (1973) and Oaxaca (1973)
has been subject to considerable criticism, which resolves around the specification of the
model and the choice of independent variables (Gunderson [1989]). The regression
methodology employs some consumption outcome, typically a price, as the dependent
variable and group membership indicators, along with relevant controls, as the explanatory
variables. The test for discrimination is whether the coefficient for the reevant group
membership variableis significant.

® The audit methodology was first pioneered in the 1970s with a series of audits conducted by
the Department of Housing and Urban Development to test for racial discrimination in real
estate markets (Hakken [1979], Yinger [1995]). In the case of audits two testers are matched;
one from the majority group, the other from the minority group. The matched pairs are
trained in what to say in response to various questions so that both testers in the matched pair

can give equivalent backgrounds to the prospective employer for such personal characteristics
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the second involves responding to job vacancies with written applications;
Correspondence Test which is of our interest.

The correspondence test approach, so named for its simulation of the
communication between job applicants and employers, involves sending carefully-
matched pairs of written job applications (curriculum vitaes) in response to advertised
vacancies, to test for discrimination in labour hiring at the initial stage of selection for
interview. The pseudo-seekers are typically matched on such attributes as age,
education, and marital status. Interestingly, the goal is to produce pairs of testers who
are identical in all relevant characteristics so that any systematic difference in
treatment within each pair can be attributed only to the effects of race (or other group
characteristic). Reactions from employers are then typically measured by written
response or callbacks.

The advantage of the correspondence test approach is that it requires no actual
job applicants. This is desirable for both methodological and practical reasons.
Methodologically, the use of fictitious paper applicants allows researchers to create
carefully matched applicant pairs without needing to accommodate the complexities
of real people. The researcher thus has far more control over the precise content of
treatment and control conditions®. Moreover, correspondence test allow more control
over characteristics that are thought to be relevant to the employment decision than is

possible in conventional ex-post regression analyses®. Whilst, by sending pairs of

as wel as schooling, qualifications and job experiences. However, experiments involving
personal approaches have been subject to critism, since their outset, about the matching and
motivation of testers and the possibility of unobserved variables. These criticisms first made
by Ward (1969) and more recently by Heckman (1998). Darity and Mason (1998) as well as
Riach and Rich (2002) recommend written tests as a solution to the matching-motivation
problem.

* Practically, the reliance on paper applicants is also desirable in terms of the logistical ease
with which the application process can be carried out. Rather than coordinating job visits by
real people, the correspondence test approach simply requires that resumes are sent out at
specified intervals. Additionally, the small cost of postage or fax chargesis trivial relative to
the cost involved in hiring individuals to pose as job applicants.

® For example, regression studies typically use years of education as a control variable in
explaining wage discrimination. But this is an extremely crude control, ignoring as it does

differences in educational quality and performance between workers with the same number of
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curriculum vitaes to the same firms, ones gains partial control over idiosyncratic
differences in firm evaluations of common bundles of characteristics that plague
ordinary observational studies. Eliminating common unobserved components makes
it possible to construct better tests of the hypothesis of no discrimination.
Correspondence test analysts assume that they know which characteristics are
relevant to employers, and when such characteristics are sufficiently close to make
majority and minority applicants indistinguishable. Applicants must be matched on
each of the relevant characteristics; alternatively analysts assume that they know how
employers trade off characteristics’. The technique of correspondence test which tests
the hiring decision ensures strict equivalence between testers is free of any
motivational complication and enables objective documentation of the experiment.
Crucially, in order to avoid detection, the letters and the general presentation
can not be identical, but in all essential characteristics such as qualification and
experience candidates are closely matched so that the only effective distinguishing
characteristic is a specific demographic characteristic. Moreover, to control for the
possibility that the style of a particular letter might influence employer response,
letter type is alternated and alocated equally between the two groups’. Jobs to be
applied for are usually chosen from daily newspapers in the geographic region. Two
standard letters or curriculum vitaes are prepared® and can be adapted to test also for
the effect of some of the other control variables, such as qualifications and marital

years of education. In correspondence tests, by contrast, the two testers can be matched
exactly on certain characteristics, providing a much cleaner measure of the demand-side
response to ethnicity and sexual orientation than techniques based on passive observations.

® For the housing market, where the origina audit studies were conducted, fewer
characteristics are essential attributes of purchasers. For the case of the labour market, many
more characteristics are likely to be rdevant and different employers are likely to place
different weight on those characteristics.

" The advantage of this technique is that the researcher is able to exercise precise control over
the content of applications, to control for any unintended bias in letter type by equal
alocation between the group, and to demonstrate the controlled and objective nature of the
procedure to the reader.

8 Some of the tests have been sent more than two letters to each occupation selected (Brown
and Gay [1985]; Hubbuck and Carter [1980]; Firth [1982]).

68



status’. Mentionable when sending the forms there must be some time delay between
them. Therefore the order of send, to the firms of the forms must be considered. Many
of the tests ensure that in half of the tests the first post is made by the minority
applicant and in the other half, by the majority applicants, but a number of the
researchers have opted always to send the minority’s form first'®. The matched pairs
of standard application letters are posted smultaneously within two days of the
advertissment appearing in random order, and to minimise inconvenience to

employers, invitations to interview are declined.
2.3 Tests

Following Riach and Rich (2002) it is sound academic to full details of any
field experiment. This includes the procedure adopted, and complete results of all
test, broken down by occupational category where relevant. The first question one
needs to ask in analyzing data is “what constitutes an outcome that exhibits
discrimination?’. One intuitively plausible measure of the existence of discrimination
is the proportion of times that the two applicants who are identical are treated
differently by potential employers.

Complete results mean the number of applications made, recorded by the
outcome for the matched testers a each stage of the hiring process: In a study of
majority/minority employment opportunities this means, at the invitation to interview
stage recording —both rejected/both invited for interview/ only the majority applicant
invited to interview/ only the minority applicant invited for interview. If both
applicants were invited to job interview this represents a case of no discrimination, or
equal treatment. If only one applicant was invited to interview this represents a case
of discrimination.

The findings on discrimination should, of course, be tested for statistical
significance. Many researchers have used chi-squared tests (Bovenkerk [1992],
Heckman and Siegelman, [1993]). Moreover, tests for homogeneity across the tester

® For instance; Jowell and Prescott-Clarke (1970) and Firth (1982).

1 This ensures that, if the job is filled in between the posts, discrimination recorded against
minority applicants can not be overestimated. In the British and International Labour Office
test, the minority’ s application is posted first.
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pairs can establish the validity of aggregating the results for all the pairs of testers.
Furthermore, conditional sign tests can also be applied (Heckman and Siegelman,
[1993]). Yet as well regression analysis, using binary models can be used to evaluate
the discrimination hypothesis (Weichselbaumer [2003], Bertrand and Mullainathan
[2004]).

2.4 Conclusions

Field experiments can both enhance our ability to measure discrimination and
increase the effectiveness of civil rights law and enforcement designed to counteract
it. Discrimination tests link to public policy is especially close. Because of this, strong
documentation of discrimination can influence the terms of the debate over
strengthening equal opportunity legislation. Beyond its value as a tool for measuring
discrimination and conducting public policy research, discrimination tests can
contribute importantly to efforts to enforce the law. The utility and value of the
correspondence testing should grow in the current legal and political environment.

Testing is a particular effective instrument for detecting the more subtle forms
of discrimination. Field experiments can make plain the need for sustained, expanded,
or redirected civil rights enforcement activity. The testing also provide us direct
evidence of discrimination that may, in some cases, offer an evidentiary alternative or
supplement to plaintiffs whose cases would otherwise rest on statistical evidence
alone. Among the chief advantage of testing are the comparative level of confidence
its results inspire, the political persuasiveness of those results, its ability to detect

subtle forms of discrimination, and its efficiency as an enforcement tool.
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Chapter 3
European Antidiscrimination Directives

3.1 Introduction

The principle of equal treastment and non-discrimination are the heart of the
European Social Model. They represent a cornerstone of the fundamental rights and
values that underpin European Union. For many years, the European Union has been
at the forefront to tackle sex discrimination and to promote equality between women
and men. More recently, it has taken action to protect people against discrimination
on grounds of racial or ethnic origin, religion or belief, disability, age and sexual
orientation. New challenges have emerged since the adoption of the
antidiscrimination laws at the European level. These challenges include enlargement
of the European Union and the objective should be to ensure that the European
Union’'s framework for combating discrimination on all of the relevant grounds is
effectively implemented and enforced the enlarged Union.

The antidiscrimination Directives significantly raised the level of protection
against discrimination across the European Union. At the political level, the
achievement of a high level of employment, the promotion of social cohesion, and the
creation of an area of freedom, security and justice have become objectives of high
priority. The legal and political commitment to the fight against discrimination is
stronger than ever.

Degpite this high-level commitment, the available evidence suggests that
discrimination continues at alarming levels. The fight against discrimination requires
vigorous enforcement of antidiscrimination law active identification and analysis of
discriminatory patterns in all areas of life, monitoring of the progress made in
elimination of discrimination, adoption of sensitizing and awareness-raising
programmes and if the circumstances so warrant adoption of positive action measures
to remedy the situation of those individuals and groupsthat suffer from disadvantages
caused by discrimination. All of these core antidiscrimination activities have one
thing in common, they require, or a any rate benefit from, the existence of empirical

evidence of discrimination and economic policies.
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3.2 From the Treaty of Rometo the Amsterdam Treat

The #141 Art of the Treaty of Rome (1957) laying down the principle of equal
pay between women and men, can be seen as the starting point of antidiscrimination
policies at the level of the European Community. The Treaty of Rome contained only
a few scattered provisions on social policy, including on the European Social Fund.
However, Community social policy began emerges with the adoption of the 1974
Social Action Programme, focused mainly on measures in the field of labour law. The
issue of racism entered European Community policy debate during the second half of
the 1980s, by moves towards establishing the single internal market, in which there
would be freedom of movement of workers, services, goods and capital.

The 1986 Single European Act contained a specific reference to the social to
the social dimension and stated that one of the aims of the Community was to
improve the economic and social situation by extending common policies and
pursuing new objectives. An attempt to set down guiding principle of the social areas
referred to the Act found expression in the “Community Charter for the Fundamental
Social Rights of Workers’, formally endorsed in 1989 by all the Member States
except the United Kingdom. Although the Chapter had no legal base, it was a
significant step in the recognition of work related social issues and it also includes
references to social protection for young people, older people, disabled people and the
unemployment. The chapter provided the basis for the Commission’s second Social
Action Programme.

In the early 1990s, the up-coming European Union enlargement indicated to
many policy makers that racisms, xenophobia and other forms of discrimination
might jeopardize the Community’s aims of full market integration, social cohesion
and a common labour market. In 1991, the so-called Starting Line Group, a coalition
of non-governmental actors of European Union members States, was created in order
to lobby for the legal measures to combat racism at the European level. Only one year
after its foundations the Starting Line Group came up with a draft European
Community Directive prohibiting discrimination based on race, color, descent,
nationality, national or ethnic origin regarding a wide range of fields. The pressures
for increasing the role of the Community in the social sphere continued into the
negotiations leading up to the Maastricht Treaty (1992), which laid down a specific
procedure and timetable for Economic and Monetary Union and a single currency.
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The European Union was given the objective of promoting economic and
social progress that is balanced and sustainable. The Treaty strengthened provisions
on economic and social cohesion, and gave the Community a new but limited role in
education and public health. With the continuing process of increasing economic
integration, there has been a growing recognition of the need for more common
policies in social and economic fields. Continuing high levels of unemployment, and
the growth of poverty and social exclusion, have contributed to an increased
recognition that the European Union should address socio-economic problems with
programmes of its own. In addition, non-governmental organizations active in the
areas of social and human rights have become increasingly active in lobbying for
actions at the European level. After the so-called Kahn Commission, which was
composed of representatives of all Members States and charged with the formulation
of recommendation in Members States, had released its reports in 1995, it became
increasingly acknowledged that racism in fact posed an issue relevant to the Union.

The Commission presented a communication on racism, xenophobia and anti-
Semitism in December 1995. The Council adopted on 15 July 1996 Joint Action
concerning to combat racism and xenophobia under which the Member States
undertake to ensure effective judicial cooperation in respect of offences based on
racial or xenophobia behavior. The result of these posses was the inclusion of a new
Article, number 13, in the European Community Treaty, following the entry into the
force of the 1997 Amsterdam Treaty. Article #13 represented a quantum leap forward
in the fight against discrimination at the European Union level in that it empowered
the Community to take action to deal with discrimination on a whole new range of
grounds, including racial or ethnic origin, religion or belief, age, disability and sexual
orientation. The European Council in Tampere, on 15 and 16 October 1999, invited
the Commission to come forward as soon as possible with proposals implementing
Article #13 of the European Community Treaty as regards the fight against racism
and xenophobia.

The Employment Guidelines 2000 agreed by the European Council in
Helsinki, on 10 and 11 December 1999, stress the need to foster conditions for a
socially inclusive set of policies aimed at combating discrimination against groups
such as ethnic minorities. At the March 2000 Lisbon European Council, the European
Union defined a comprehensive 10-year strategy aimed at long-term economic
growth, full employment, social cohesion and sustainable development. One of the
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aims of the so-called “Lisbon Agenda’ is to raise the employment levels of groups
that are under-represented in the employment rate of older workers and reduction in
the unemployment gaps for people at a disadvantage, such as people with disabilities,
ethnic minorities and migrants, by 2010. This led to the unanimous adoption by the
Council in 2000 of two Directives, which aim to ensure that ever gone lining in the
European Union can benefit from effective legal protection against discrimination.

3.3 The Scope of the Antidiscrimination Directives

In accordance with, Article #1 of the Council Directive #43 “Racial
Directive”, the purpose is to lay down a framework for combating discrimination on
the grounds of racial or ethnic origin, with a view to putting into an effect in the
Member Statesthe principle of equal treatments. In accordance with, Article #1 of the
Council Directive #78 “Employment Equality Directive”, the purpose is to lay down
a framework for combating discrimination on the grounds of religion or beliefs,
disability, age or sexual orientation as regards employment and occupation, with a
view to putting into effects in the Members States the principle of equal treatment.

In conforming to, Article #2 of the Council Directives #43 and #78, the
principle of equal treatment shall mean that there shall be no direct or indirect
discrimination based on racial or ethnic origin, religion, belief, disability, age or
sexual orientation. Direct discrimination shall be taken to occur where one person is
treated less favorably than another or would be treated in a comparable situation on
grounds of racial or ethnic origin. On the other hand, indirect discrimination shall be
taken to occur where an apparently neutral provision, criterion or practice would put
persons of aracial or ethnic origin at a particular disadvantage compared with other
persons, unless that provision, criterion or practice is objective justified by a
legitimate aim and the means of achieving that aim are appropriate and necessary.

3.4 The Purpose of the Antidiscrimination Directives
Within the limits of the powers conferred up on the Community, the Directive

#78 shall apply to all persons, as regards both the public and private sectors, including
public bodies in relation to:
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() Conditions for access to employment, to self-employment and to occupation,
selection criteria and recruitment conditions, whatever the branch of activity and at all
levels of the professional hierarchy, including promotion,

(b) Access to all types and to al levels of vocational guidance, vocational training,
advanced vocational training and retraining, including practical work experience,

(c) Employment and working conditions, including dismissals and pay,

(d) Membership of and involvement in an organization of workers or employers, or
any organization whose members carry on a particular profession, including the
benefits provided for by such organizations,

The #43 Council Directive shall apply to all the above cases and also includes:
(e) Social protection, including social security and health care,

(f) Social advantages,

(g) Education,

(h) Access to and supply of goods and services which are available to the public,
including housing.

The two Directives does not cover difference of treatment based on nationality
and is without prejudice to provisions and conditions relating to the entry into and
residence of third-country nationals and stateless persons on the territory of Members
States and to any treatment which arise from the legal status of the third-country
nationals and stateless persons concerned (Article #3 of the C.D. #43 and #78).

Agreeably to the #78 Directive, it does not apply to payments of any kind
made by state schemes or similar, including state social security or social protection
schemes (Article #3). Members States may provide that a difference of treatment
which is based on a characteristic related to the above reasons shall not constitute
discrimination where, by reasons of the nature of the particular occupational activities
concerned or of the context in which they are carried out, such a characteristic
constitutes a genuine and deterring occupational requirement, provided that the
objective is legitimate and the requirement is proportionate (Article #4 of the C.D.
#43 and #78).

3.5 Institutional Regulations

With a view to ensuring full equality in practice of equal treatment shall not
prevent any Member State from maintaining or adopting specific measures to prevent
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or compensate for disadvantages linked to issues of the Directives (Article #5 of the
C.D. 43, Article #7 of the C.D. 78). Member States may introduce or maintain
provisions which are more favorable to the protection of the principle of equal
treatment than those laid down in the Directives (Article #6 of the C.D. 43, Article #8
of the C.D. 78).

Moreover, they shall ensure that judicial and/or administrative procedures,
including where they deem it appropriate conciliation procedures for the enforcement
of obligations under these Directives are available to all persons who consider
themselves wronged by failure to apply the principle of equal treatment to them, even
after the relationship in which the discrimination is alleged to have occurred has
ended. They shall, ensure that associations, or organizations or other legal entities,
which have, in accordance with the criteria laid down by their nationals law, a
legitimate interest in ensuring that the provisions of these Directives are complied
with, may engage either on behalf or in support of the complainant with his or her
approval, in any judicial and/or administrative procedure provided for the
enforcement of obligations under these Directives (Article #7 of the C.D. 43, Article
#9 of the C.D. 78).

Also, Member States shall take such measures as are necessary, in accordance
with their national judicial systems, to ensure that, when persons who consider
themselves wronged because the principle of equal treatment has not been applied to
them establish, before a court or other competent authority facts from which it may be
presumed that there has been direct or indirect discrimination, it shall be for the
respondent to prove that there has been no breach of the principle of equal treatment
(Article #9 of the C.D. 43, Article #11 of the C.D. 78).

Continuing, Member States shall introduce into their national legal systems
such measures as are necessary to protect individuals from any adverse treatment or
adverse consequence as a reaction to a complaint or to proceeding aimed at enforcing
compliance with the principle of equal treatment. They shall, in accordance with
national traditions and practice, take adequate measures to promote the social
dialogue between the two sides of industry with a view to fostering equal treatment,
including through the monitoring of workplace practices, collective agreements,
codes of conduct research or exchange of experiences and good practices (Article #11
of the C.D. 43, Article #13 of the C.D. 78).
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Furthermore, Member States shall encourage dialogue with appropriate non
governmental organizations which have, in accordance with their national law and
practice, a legitimate interest in contributing to the fight against discrimination on
grounds of racial and ethnic origin with a view to promoting the principle of equal
treatment (Article #12 of the C.D. 43, Article #14 of the C.D. 78). Member States
shall take the necessary measures to ensure that any laws, regulations and
administrative provisions contrary to the principle of equal treatment are abolished.
Also, that any provisions contrary to the principle of equal treatment which are
included in individual or collective contracts or agreements, internal rules of
undertaking, rules governing profit-making or non-profits-making associations, and
rules governing the independent professions and workers and employers
organizations, are or may be declared null and avoid or amended (Article #14 of the
C.D. 43, Article #16 of the C.D. 78).

Additional, Members States shall lay down the rules on sanctions applicable
to infringements of the national provisions adopted pursuant to these Directives and
shall take all measures necessary, which may comprise the payment of compensation
to the victim, must be effective, proportionate and dissuasive (Article #15 of the C.D.
43, Article #17 of the C.D. 78).

3.6 Conclusions

All European Union countries have had to transpose the European Directives
into their laws must fulfill the obligations arising from international law too. Indeed,
the international and European Union instruments have had a major impact on their
domestic laws. The international and European standards however defines only the
minimum level of protection against discrimination and may countries have gone
beyond the requirements set forth by them by extending the protection to such
grounds of discrimination and/or such areas of life that are not covered these
instruments.

The right to equal treatment is a universal right and a fundamental value of the
European Union. Equal treatment is about securing the rights and opportunities of all
individuals and it is a key ingredient in achieving inclusive labour market and social
cohesion. In Europe, this is reflected in the fact that all European Union Members
States have adopted the, two European Union directives, and they have all become

80



parties to the main human rights conventions, concluded under the auspices of the
United Nations and the Council of Europe, each of which prohibit discrimination.
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Chapter 4
Ethnic Discrimination in the Greek Labour Market:
Occupational Access, |nsurance Coverage, and Wage Offers'

4.1 Introduction

All over Europe immigrants complaint that suffer from racism and
discrimination in the labour market. Immigrants believe that discrimination is
pervasive in hiring while their complaints refer mainly to wages, payments of
overtime, recruitment, contracts, harassment and promotions (ETUC [2003]). Indeed,
prejudice in the labour market, in its many forms, is likely to be the most frequently
occurring human rights violation in Europe (Makkonen [2007]). However, the fight
against discrimination is of particular focus to social planners, at least in part to the
dramatic growth of racism following the end of Communism and the initiation of
immigration (Green Paper [2004]). Each wave of unskilled immigrant newcomers
identified as a major source of crime, improvidence, and other forms of socially
undesirable conduct (EUAFR [2007]).

In Greece, in particular, discrimination had not ever been prominent in
discussion until the country was more recently turned into a migrant destination as
well. In fact, it was not until 1991 that Greece had experienced its very first flows of
immigrants which were moreover dominated by Albanians > . For Greece,

1| am grateful to M. Vlassis — Associate Professor of Economics at the University of Crete.
Moreover | would like to thank the staff of the General Secretariat of National Statistical
Service of Greece. | want to express my gratitude to my colleagues: A. Anagnostaki, G.
Konsolaki, M. Kastdianos, V. Bozani, V. Fourmouzi, and C. Passa for beneficiary
suggestions. Earlier version of this paper was presented at the General Confederation of
Greek Workers - TXEE (2007), and in seminars at the Greek Ministry of Justice (2008). |
acknowledge benefits from two anonymous referees whose comments and suggestions have
significantly contributed to the improve upon previous versions of this paper. This chapter
could not have been made without my family’s contribution and support.

2 By 1998 some 240.000 Albanians had registered for legalization, representing 0.650 of the
non-European Union alien population resident in Greece while the 2001 Census counted
440.000 Albanians again around 0.650 of the non-European Union aliens (Baldwin-Edwards
[2004)).
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contemporary history ® has created a fear of Albanians in both the personal security
sense and as regards their possible role in the Greek policy” (Baldwin-Edwards
[2004]). Nonetheless, the Greek labour market seeking for low-paid labour allowed
Albanian (as well as other) immigrants to find jobs in large numbers regardless of
skill levels (OECD [2005]). Those immigrants were frequently under-insured, or
illegal, and under abusive conditions (Psimmenos and Kassimati [2004]). As it comes
to the latter issue, Lianos, Sarris and Katseli (1996), using data from four prefectures
in Northern Greece, shown that immigrant wages were by 0.4-0.6 lower than the
native ones. Whilst, Demousis, Giannakopoulos and Zografakis (2008), using data
from the Greek Household Budget Survey (2004-2005), shown that 0.48 of the
average wage differential between native and immigrant workers can not be
explained by differences in observed characteristics. The larger component of this
unexplained part is due to the asymmetrical occupational access of the native versus
the immigrants workers.

The scope of the present paper is to investigate whether Albanian immigrants
are (still) facing discriminatory practices in the Greek labour market, two years after
the national adoption of the European Union antidiscrimination legislation
(2005/3304), (see, Chapter Three).

In particular, by means of a correspondence test, we first aim to detect
discrimination in the selection process, e.g., regarding access to occupations. For the
minorities that seems to be the most crucial barrier to equal treatment (Eurobarometer
[2003, 2007]). The reason being that selection processes are very often not guided by
standards whilst the standards themselves might lead to the exclusion of certain
members of minority groups from obtaining a specific job (Liegl, Perching and
Weyss [2004]).

% See, Veremis (1995), Aligica (2003), Koliopoulos and Veremis (2002) and Pentzopoulos
(2002).

* The Greek response to Albanian immigration was biased, which predetermined their social
integration. One of the major unresolved problems of the Greek society was the inability of
immigrants, in general, to function effectively in the mainstream of urban community life. It
was not likely that a vast number of natives with biased values would rapidly emerge among
people who have long neglected, discriminated against, and accorded fewer incentives and

rewards than granted by society to others for achievement (Bal dwin-Edwards [2004]).



Correspondence test analysts assume that they know which characteristics are
relevant to employers, and when such characteristics are sufficiently close to make
majority and minority applicants indistinguishable (see, Chapter Two). As a result,
the correspondence testing ensures strict equivalence between testers, is free of any
motivational complication, and enables objective documentation of the experiment
(Riach and Rich [2002]). In the present study, however, taking advantage of the
telephone callbacks on the part of employers, and the naive portfolio of the
applicants, we have extended the application of this method by also gathering data
concerning informal wage and insurance coverage offers on the part of employersin
the cases of (tentative) hiring. We argue that this additional data set enabled us to
(further) record discriminatory attitudes across ethnicities (also) in the ensuing steps
of the hiring process’.

The remainder of the paper is organized as follows. In the next section we
briefly review the theoretical explanations of labour market discrimination. In the
third section we report various forms of discriminatory practices in the Greek labour
market. In the fourth section we describe the methodology and the application
structure of our investigation. In the fifth section we present the model addressed by
our investigating relationships. In the sixth section we present and discuss our field

results. The last section concludes.

4.2 Theories of Discrimination and Correspondence Testing

As demonstrated by Heckman (1998) the correspondence testing does not
identify the extent of taste discrimination exclusively (see, Chapter One, 1.2).
Observed discrimination can also occur if employers use group information when
evaluating applicants, i.e. statistical discrimination is at play (see, Chapter One, 1.6).
Thus, any or a combination, of the above explanations can be validated by the
outcomes that follow. More importantly, those results can significantly contribute to
our perception about what may amongst else affect the opportunities of certain
minority groups to access occupations and thus uncover well concealed
discrimination which is hard to detect by other means. At the same time, the potential

® Following Adam (1981), we assume that employers by offering an interview are indicative

of their willingness to consider applicants employable,
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of directly collecting discrimination data may further support antidiscrimination
policies, since these policies can only be as good as the information on which they are
based (Makkonen [2007]).

4.3 Uninsured Employment and Discrimination Practices in the Greek Labour
M arket®

The main task of social security is to offer insurance coverage to its members
through benefits. In Greece, compulsory insurance formally starts on the very first
day of employment in the country’s largest Social Security Organization (1.K.A). The
latter in general covers those who are in a dependent employment relationship: It
meets their needs in medical care and benefit payments, such as old age pensions,
disability pensions, maternity aid, sickness-accident alowance, etc.

Employee registration with 1.K.A implies mandatory contribution payments
for both the employer and the employee, based on employee wage levels, which can
not be lower than the legal minimum wage in proportion to employee characteristics
(human capital and marital status). Uninsured employment, or insured employment
with inaccurate data, then formally constitute illegal treatment and are penalized by
fines. In practice, however, illegal treatment takes the form of “silent” (or tacit)
agreements between employers and employees. Either the employees agree to be
registered with I.K.A only after they have certified their productiveness, or they are
registered on condition that they have to deposit a fraction or the total employers
contributions to |1.K.A for a period.

Moreover, employees may be often registered as being less human capital
endowed, with less work experience, and in general with few characteristics than they
actually possess. Obviously, in all those cases the employers exploit the employees
need for income, since the wage level depends on the tacit agreement’s terms. While,
those employers who totally refuse to register their employees thereafter have a wider
range of discriminatory wage contracts to offer. On the other hand, there is evidence
that employers in certain sectors seek to employ immigrants, mainly because of their
pliability, vulnerability, and negligible bargaining power. Employers have the

® This part could not have been made without Ms. A., Anagnostaki contribution.

86



advantage of holding absolute power over such employees, since the latter most
probably are reluctant to make formal complaints or take legal action.

The above practices imply that ethnic discrimination in the Greek labour
market may take various forms, while its reasoning rather seems to fit with a -profit
maximization- theoretical explanation. Nonetheless, as said, our field experiment
investigates for all possible sources of discrimination.

4.4 Design of the experiment

a. Methodology and Application Sructure
Descending the seminal paper of Riach and Rich (2002) different forms of
field experiments have been used to test for discrimination in hiring.” Due to their
controllability and the unequivocal measurement which they entail® these real-life
experiments have become quite popular and they have been carried out in at least
fifteen countries®. Our experiment was conducted between May 2006 and January
2007 and involved the major city of Greece, Athens (for a literature review regarding
field experiments and ethnicity see, Appendix D).
In order to measure discrimination in occupational access for Albanians, and

also in order to collect wage and insurance coverage data, we had fabricated two

" There are two other procedures that had been previously used to measure discrimination in
the labour market. These methods involve personal approaches, in which individuals either
apply over telephone (Brown and Gay [1985], Hubbuck and Carter [1980]) or they attend job
interviews (Daniel [1968], Mclntosh and Smith [1974]).

8 Correspondence testing can be effective in demonstrating discrimination at the initial stage
of a sdection process, as well as in measuring the results of the selection process (Bertrand
and Mullainathan [2004]). In our context, one cares about whether an candidate will
eventually get a job, as well as about the wage offered conditional on getting the job. Whilst,
in real life, job and wage offerings are also obtained via informal search and networks
(Allosino, Reyneri, Venturini and Zincone [2004]). Hence, given these shortcoming the
method should be viewed as a complement rather than as a substitute to register and interview
data.

° In Europe such experiments have been carried out in Belgium, Germany, Denmark,
England, France, Italy, Spain, Sweden, Switzerland and the Netherlands; as well as in
Australia and the U.S.A.
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imaginary-presumably equal in human capital- candidates applying to the same job
by sending curriculum vitaes using different fax devices. We had concentrated on
low-skill groups as they expected to be at more risk for discrimination: Particularly,
on non-graduate male applicants in the private sector (ETUC [2003]).

The occupations covered a large spectrum of job quality: office jobs, industries,
café and restaurant services and shop sales. These vacancies were identified through a
random sample of advertisements appearing in website newspapers™®.

The curriculum vitaes were posed simultaneously within one day of the
advertisement appearance. If firms were interested about any of the applicants they
could be reached, either through an available postal address, or by telephone contact
1 Each applicant was alocated a-racially-distinctive- first and last name™, a mobile
telephone number, and a postal address. The addresses were chosen so that to be
recognized as similar as possible, in order to indicate the same social class.

The curriculum vitaes had to be realistic yet still not belong to any real person.
The qualifications and the presentation style of the two applicants were matched as
closely as possible, so that they were identical in all employment relevant
characteristics but ethnicity. While, each application was designed so as to equally
convey the type of experience that might make an applicant attractive.

Both candidates had finished Greek high schools approximately twelve years
ago. Hence the Greek language was not a constraint for the Albanian candidate™.
Furthermore, the candidates were 29 years old, unmarried, and had carried out
military service in different areas.'* Both applicants had nine years of work

' These occupations have been chosen because, while there as well have been many low
skilled vacancies in agriculture, construction, cleaning, and delivery, in most of the latter
cases only telephone contact was available.

" To minimize inconvenience to the employer invitations were promptly declined.

2 We had assigned a very Greek sounding name: loannis Hristou, and a very Albanian
sounding name: Nikolai Dridanski. Moreover, applicant’s ethnicity was noticed in the
curriculum vitae.

3 Actually, a Greek tester performed the Albanian applicant.

¥ 1n Greece, having carried out the military service typically increases applicants’ probability
of being hired. Thus, in order the two applicants to be as equal as it is possible, we had to

consider this crucial factor too. Whilst, though large-scale Albanian immigration to Greece
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experience, inasimilar post to each vacancy applying for.

To avoid detection, the candidates high schools and previous workplaces were
located at different areas in Athens. Finally, both applicants had similar
hobbies/interests and personal characteristics.

For obvious reasons, the styles of the curriculum vitaes were different for each
pair. Yet, in order to control for the possibility the style of an application to influence
an employer’s response, those -different in style- application forms were equally
allocated between the Greek and Albanian candidates. The constructed resumes were
then sent to the employer in alternating order (Appendix A).

Whenever employers had called for arranging appointments with the applicants
our two testers were trying to raise informal questions concerning wage and insurance
coverage offers. In those telephone contacts, in order to verify that the two testers
were identical to all “observed” characteristics (e.g., accent, articulation, age and
mansuetude) and that they were also responding equally (either to employers
clarifications or to their own questions) we had conducted pre-tests. That is, having
recorded a testers pilot rehearsal, considerable numbers of individuals were asked to
confirm the relevant issues. Our true experiment then began only after a unanimous
advocacy had been reached. On the other hand however we must note that it is off
course impossible to test a firm'’ s truthfulness until an applicant is actually hired.

b. Selection Bias

As said, after enrolments of subjects and collection of the baseline
correspondence test data, we wanted to examine how ethnicity affects the candidates’
monthly wages as well as their likelihood to be registered with insurance coverage.
Although we wish to forecast outcomes in the whole pool of applicants the problem is
that observations about those two issues are available only for those applicants who
areinvited for interview. There is some loss to follow up with the applicants dropping
out of the sudy and we are forced to rely solely on experience with a non-random
subset of them. This may bias the study when association between ethnicity and
outcomes differs in dropouts compared with study participants. There are a few

selection effects:

started at 1991, there has been enough time, up to 2004, for an immigrant youngster to

complete high school as wdl as his military servicein Greece.
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First of all, since invitations for interview are easier for the national we would
expect to have more data on wages and insurance coverages for the Greek than for
Albanian. A selection bias will then occur, as a result of the procedure used to select
participants, when the selection probabilities of the Greek and the Albanian are
different.

Moreover, a basic selection problem arises in that the sample consists of
applicants who are invited for interview and these applicants may differ in important
unmeasured ways from those who are not invited. Hence, information would not be
taken from the entire population. Rather, the population would be limited and biased
by including only individuals who are invited for interview. On the other hand when
trying to estimate the results of ethnicity on wage and insurance coverage offers we
also face a selection problem, as some Greek and Albanian applicants who are invited
for an interview do not receive wage and/or insurance coverage offers. Bias will thus
be introduced if the association between ethnicity and outcomes differs between study
responders and non-responders.

Unfortunately, these selection bias issues can not be overcome under the
present modelling. Our available data set in fact limits the possibility to resolve them
as the only independent variable which influences wage and insurance coverage
offers by construction is (only) the applicants ethnicity. However, the degree of the
selection bias can be partially revealed by examining some descriptive statistics (see
6.a below).

4.5 The Modél

The strength of this study is yet that applies an experimental design to areal-
world setting, thus allowing evaluating whether actual employers discriminate in the
hiring process. Literally, field experiments like ours “catch” economic agents in the
act of discrimination (Yinger [1986]). We particularly examine whether ethnicity
affects: Firgt, like in Bertrand and Mullainathan (2004), Carlsson and Rooth (2007),
the probability [Pcg] of an applicant to receive a call-back for a job interview.
Second, the (monthly) wage offer [W] on the part of the applicant’s employer. Third,
the applicant’s probability [Pc] to be similarly offered insurance coverage
registration (with 1.K.A). We respectively specify the following estimable
relationships.
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P (callback =1) =a, +b,ethnicity +u, (@0}
W =a, + b,ethnicity +u, (2

Pc(1.K.A=1) =a, + b,ethnicity +u, (3

By construction of this correspondence test all applicants have to be matched
in all characteristics other thanethnicity ; ethnicity takes the value of 1 (0) if the

applicant is Greek (Albanian) and its impact is measured by theb,, b, and b,

coefficients. Moreover, having controlled for same but ethnicity characteristics,
across applicants, ethnicity is not expected to be correlated with the error term in each
equation (see e.g., Weichselbaumer [2003], Bertrand and Mullainathan [2004],
Carlsson and Rooth [2007], Petit [2007]). Yet, as regards the second and third
relationships, wage and insurance registration offers are observed only if an applicant
receives a call-back. Therefore, since ethnicity presumably influences wage &
insurance coverage offers and we do not have a vector of factors, other than ethnicity,
known to influence both invitations for interview and wage & insurance coverage
offers, the selection bias that appears (see e.g., 4.2) can not be corrected. Nonetheless,
what can be done so is the intra-class correlation which also appears: Regarding the
first relationship, two applications are sent to the same firm, hence, the probability of
the Greek applicant to receive a call-back is rather correlated with the probability of
the Albanian applicant to receive one. Moreover, in the second relationship, wage
offers are expected to be correlated among the two applicants. Similarly, in the third
relationship, insurance coverage offers are expected to be correlated among the two
applicants too. Consequently, in order to correctly analyze the data those correlations
are needed to be taken into account. In the estimations that follow full information-
adjusted standard errors are therefore reported.

4.6 Results
a. Descriptive Satistics
Following Riach and Rich (2002) we provide the full detail of our field

experiment. This includes the procedure adopted and the complete results of all tests

broken down by occupational category (where relevant). The primary question one

91



here needs to raise is about “what constitutes an outcome that exhibits
discrimination.” In a study of majority/minority employment opportunities an
intuitively plausible measure of (the existence of) discrimination is then the
proportion of times that the two applicants are treated differently by potential
employers. Complete results in turn mean recording both rejected/invited, not only
the majority /minority applicant invited, at the invitation to interview stage.

The outcome of our correspondence testing is thus first set out in a format
which follows Mclntosh and Smith (1974) and which has since been adopted in field
experiments across Europe (see e.g., Riach and Rich [2002]):

In Table (i) - Appendix B- the last row shows the aggregated results, and from
the second column it can be read that applications were sent to 789 job openings. The
third column shows that in 401 cases neither individual was invited for interview. In
the remaining 388 cases (column four) at least one applicant was invited. In 193 cases
(column five) both were invited (equal treatments), in 182 cases (column six) only the
Greek was invited and in 13 cases (column seven) only the Albanian was invited.
Hence, net discrimination™ against the Albanian can be read from the last two
columns and is 169 cases or 0.435. The statistical significance of any finding of net
discrimination was determined by the application of the chi-squared test (Heckman
and Siegelman [1992]).

Table (ii) - Appendix B- shows wage outcomes (last row). Column two shows
that the Greek applicant was offered wages in the order of 662.7€ while the Albanian
applicant in the order of 588.9€ (column three)*. Moreover, concentrating on those
cases where both applicants were offered wages, we observe that Greek wages were

in the order of 641.8€ (column four) while Albanian wages were in the order of

> The commonest way to measure the overall incidence of discrimination is to count the
numbers of times a minority applicant is treated less favorably on a single type of firm
behavior than the majority applicant and then subtract the number of times the majority
applicant is treated less favorable, mainly on random incidents. The result is a net measure of
the number of acts of discrimination a minority applicant can expect to encounter during each
application to afirm.

18 Asit can be noted from the last rows of Table (ii2) — Appendix B-, the mean wage offer for
the Albanian applicant is found to be 0.250 below his relevant minimum wage rate as defined
by the N.G.C.E.A (2006-2007). Whilst, the Greek mean wage offer is found to be 0.160

below his relevant minimum wage rate.
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588.9€ (column five)'’. While, focusing on those cases where only the Greek was
received wage offers, those wages were in the order of 692.2€ (column six).

Table (iii) - Appendix B- shows insurance coverage aggregated results (last
row). The second column shows that in 375 cases the Greek was received invitation
for interview. However, in 136 cases (column three) the Greek was not informed
whether (or not) he would be registered with insurance coverage in case of hiring.
Column four shows that in 84 cases the Greek applicant would not be registered, and
in the remaining 155 cases he would be registered with insurance coverage in case of
hiring (column five). On the other hand, as column six tabulates, the Albanian was
invited for interview in 205 cases. However, in 72 cases (column seven) the Albanian
was not informed whether (or not) he would be registered with insurance coverage in
the case of hiring; in 81 cases he would not be registered (column eight) while in 52
cases he would be registered (column nine).

Finally, Table (iv) - Appendix B- shows insurance coverage results for those
cases where both applicants were invited for interview (last row). Column three
shows that in 72 cases the Greek was not informed whether (or not) he would be
registered with insurance coverage in case of hiring. Column four shows that in 39
cases the Greek applicant would not be registered while in 82 cases he would be
registered (column five). On the other hand, column seven shows that in 72 cases the
Albanian was not informed whether (or not) he would be registered while in 69 cases
he would not be registered (column eight). In the remaining 52 cases the Albanian
would be registered with insurance coverage in case of hiring (column nine).

b. Estimations

We subsequently evaluate the effects of ethnicity by estimating equations (1)-
(3) using our full data set as well as separately for each one of our four reference
occupations. Our coefficient estimations, effectively regarding Albanian-Greek paired
differences, are summarized in Table 1 below.

In equation (1), the ;1 coefficient estimations show that the Albanian is faced
a marginal probability to be invited for an interview that is by 0.214 less than that of
the Greek. This probability varies across occupations: In office jobs the Albanian is

" We did not manage to collect wage data in those cases where the Albanian applicant was

invited alone.
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faced 0.375 less chances to be invited for interview, 0.246 in shop sales, 0.161 in
industries, and 0.124 in restaurants and café services (Panel A). In all cases the

estimations are statistically significant at the 1% significance level.

Table 1: Coefficient Estimations

Occupations D (2 3 4 (5)
Office Industries Restaurant Shop Total
Jobs and Café Sales
Coefficient Services
Pand A
B1 -0.375 -0.161 -0.124 -0.246 -0.214
se. (0.192) (0.121) (0.034) (0.153) (0.112)
- 0.000* 0.000* 0.000* 0.000* 0.000*
?)E)/:;J\(/a:tl ons 346 434 482 316 1578
Panel B
B, -95.919 -74.795 -29.955 -57.880 -73.603
se (31.096) (33.170) (15.454) (24.216) (25.078)
p-values 0.009* 0.044** 0.076 0.020** 0.007*
Observations 82 76 96 52 306
d d=0.131 d=0.110 d=0.050 d=0.092 d=0.110
Panel C
B3 -0.273 -0.228 -0.296 -0.188 -0.257
se. (0.123) (0.191) (0.139) (0.109) (0.025)
~ 0.000* 0.000* 0.000* 0.000* 0.000*
?)E)/:;J\Zl ons 77 110 113 72 372

Notes: Satigtically Sgnificant at 1 %(*); 5 %(**).

These findings provide significant evidence that, of the two identical
applicants engaging in an identical job search, the one with the Albanian name is
offered fewer callbacks. While our applicants by construction appeared to be similar,
they look different to employers. Therefore, on the part of employers taste and/or
statistical discrimination is implied against the Albanian. Moreover, the estimations
reveal significant differences among the ethnic counter pairs, across vacancies, while
at the same time suggest that, no matter the status of the vacancies, discrimination is
well founded, with the majority applicants always having advantages. Nonetheless,
naturally considering office jobs being a higher-status occupation, our findings entail
that such vacancies apply primary to natives. Interestingly, the estimations indicate
that the minority’s segregation into low-status occupations has little to do with
personal characteristics: In restaurant and café services the Albanian is found to face
approximately three times more access, than in office jobs, while in factories two
times more, respectively.
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Turning next to equation (2), the f, coefficient estimations entail that the
Albanian is faced an “ethnic penalty” of 73.6€ (producing a wage discrimination
factor'®, d=0.110), which is a statistically significant outcome at the 1% significance
level. The higher penalty is found in office jobs [95.9€ (d=0.131)], followed by
industries [74.7€ (d=0.110)], shop sales [57.8€ (d=0.092)], and restaurant and café
services [29.9€ (d=0.050)]. In all cases but the latter the estimations are statistically
significant (at least) at the 5% significance level (Panel B). Hence, the performance of
the Albanian even when his objectively equal to that of his Greek counterpart is less
likely to be jugged as demonstrating task ability.

As foretold, in the literature wage discrimination takes alternative scenarios.
In real life, as the above findings suggest, it seems that all alternatives may compose
this phenomenon. First of all, the result may be induced by ataste for discrimination.
Employers might be willing to overcome a dislike against the Albanian if his wage
has to fall bellow that of the Greek. Second, wage discrimination may be due to
statistical discrimination based on the unobservability of the Albanian productivity.
The estimations indicate that employers consider the Albanian as being less
productive than the Greek; hence the former would have to suffer the “ethnic penalty”
in case of hiring. Nonetheless, regardless the reasons, in office jobs wage
discrimination reaches its higher value, which is moreover conditional upon the lower
call-back probability of the Albanian, relative to the Greek’s one. It therefore seems
that wage discrimination and occupational constraints are higher in more prestigious
jobs.

Interesting results are revealed when in estimating equation (2) we focus on
those cases where both applicants were received wage offers. As Table (v) shows the
discrimination factor is found to be 0.085 against the Albanian (Appendix C, Panel
A). It is rather obvious that when employers invite both applicants for interview the
ethnic penalty is lower for the minority group. Whilst, if we re-estimate equation (2)
concentrating on those cases where only the Greek was received wage offers then the
discrimination factor is found to be 0.163 (Appendix C, Panel B). The interpretation

B This factor, d = (W, es = Wapanians) ! Wereas » typically measures the strength of the firms’

bias regarding (informal) wage offers, i.e., the % by which the wage of Albanians would have
to fall below the wage of Greeks before firms are prepared to consider both as equally
employable.
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is that when firms invite for interview only the majority candidate the wage
discrimination against the minority candidate reaches a higher value compared to the
former case.

Last, but not least, focusing on the insurance coverage issue addressed in
equation (3), the 5 coefficients turned to be significant in all occupations. The
Albanian candidate is thereby found to face a marginal probability of receiving
insurance coverage which is by 0.257 lower than that of the Greek candidate.
Particularly, in restaurant and café services the Albanian is found to face a 0.296 such
difference, followed by 0.273 in office jobs, 0.228 in industries, and 0.188 in shop
sales (Panel C). The result corroborates hiring discrimination based on ethnicity in the
Greek labour market.

In restaurant and café services the Albanian is found to face the lower
probability of being offered insurance coverage, relative to the Greek counterpart, yet
along with the lower wage discrimination factor. While, in shop sales the Albanian is
faced the higher such probability; recall however that his call-back probability isthere
found to be relatively low. In office jobs, on the other hand, the insurance coverage
discrimination practice is found to be relatively low; yet recall that in this higher-
status occupation the Albanian is found to face the lower call-back probability,
relative to the Greek, along with the higher wage discrimination factor.

On the other hand, if we focus on those cases where both applicants were
invited for interview then the Albanian is found to face a marginal probability of
receiving insurance coverage which is by 0.247 lower than that of the Greek
(Appendix C, Panel C). Hence, when employers invite both applicants for interview
the ethnic minority is faced more chances of receiving insurance coverage than in the

former case.

4.7 Conclusions

In 2000 the European Union had instituted specific legislation aiming to lay
down a framework for combating discrimination in the labour market. Briefly, that
legislation made clear that people affected by discrimination should have adequate
means of legal protection against unequal treatments, and an effective right of redress.
This study is the first in Greece using the correspondence testing technique to
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examine whether ethnic discrimination exists in the labour market, two years after the
national adoption of the European Union antidiscrimination employment legislation.

The study reveals that a history of discrimination can not turn overnight.
Focused on the selection process our results reveal substantial ethnic differences in
access to occupations, as well as such differences in wage offers, allocations among
sectors, and accumulation of human capital. Albanians relative to Greeks have to
spend more time, effort, and resources, for an interview, as the same observable
signal is more precise for Greeks than Albanians. In particular, the estimated
probability of Albanians to receive an interview invitation is found to be by 0.214
lower than that of the natives. Furthermore, a wage discrimination factor was
estimated to be 0.110 for Albanians, while the estimated probability of them receiving
insurance coverage is found to be by 0.257 lower than that of Greeks. The latter
estimations reveal that the, lower relative to Greeks, accessibility of Albanians to our
reference occupations entails discriminatory practices in the ensuing steps of the
hiring process too. Moreover, we have found that the Albanians discriminatory
treatment varies across occupations, with the higher-status occupation (office jobs)
entailing lower accessibility and higher wage discrimination.

Athough the European Union’s priority isto enhance the ability to integrate its
entire membership into new arrangement of active citizenship in a diversity society
our findings provide a strong indication that ethnic minorities are disadvantaged when
actual employers make hiring decisions. Hence, our study suggests that in order to
clarify whether ethnic minorities are (not) doing as well as natives in the same job it
is (also) necessary to study the hiring decisions of employers.
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Appendix A

Curriculum vitaes- Synopses

Applicant: A

Curriculum Vitae

First Name: Greek/Albanian

Last Name: Greek/Albanian

Ethnicity: Greek/Albanian

Marital Status. Unmarried

Date of Birth: .../.../1978

Address. Location

Telephone: Mobile

Military Services: Location, Carried Out in
1998

Education:

Certificate of Greek high school in 1996
Location

Basic Knowledge of English and P/C
Driving License

Professional Experience:

From August 1998 to January 2000
Appointment/ Firm

From March 2000 to March 2003
Appointment/ Firm

From April 2003 to ...2006/7
Appointment/ Firm

Interests: Travels and Sports.
Personal Char acteristics: Productive and
Associable.

Applicant: B

Curriculum Vitae

First Name Albanian/Greek
Last Name Albanian/Greek

Date of Birth .../.../1978
Marital Status Unmarried
Ethnicity Albanian/Greek
Address Location
Telephone Mobile

Experience

Appointment/ Firm
February1998- November1999
Appointment/ Firm
December1999-July 2004
Appointment/ Firm
August2004-...2006/7

Education

Certificate of Greek high school in 1996
Location

English Basic Knowledge

P/C Basic Knowledge

Personal

Military Services Carried Out in 1998
Hobbies Music, Cinema, Sports
Personality Industrious, Efficient

Driving License
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Appendix B

Table (i) Correspondence Testing Outcomes

Qutcomes Jobs Neither At least Equal Discrimination  Discrimination Net Discrimination
No. Invited one Treatment Against Against X2
No. invited No. Albanians Greeks (2-3) [@-E1/ @) test
® @ ) e
Occupations No. No. No.
Office Jobs 173 74 99 30 67 65 0.656 61.23*
Industries 217 129 88 47 38 35 0.397 29.87*
Restaurant & Café Services 241 117 124 84 35 30 0.241 22.50*
Shop Sdes 158 81 77 32 42 39 0.506 33.80*
Total 789 401 388 193 182 13 169 0.435 146.46*

Note: The null hypothesisis“ Both individuals are treated unfavorable equally often” , that is (2)=(3)

(*) Satigtically Sgnificant at 1%.
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Table (ii) Monthly Wage Offers

All observations Paired - observations Exclusive observations
Greeks Albanians Greeks Albanians Greeks
Occupations ()] € € €) €)
(observations)
Office Jobs 727.41 631.50 712.5 631.50 734.52
(62) (20) (20) (20) (42)
Industries 678.66 603.87 668.38 603.87 701.42
(45) (3D (3D (3D (14
Restaurant & Café 597.27 567.31 598.29 567.31 594.28
Services (55) (41) (41) (41) (14
Shop Sales 626.45 568.57 620.47 568.57 639
(3D (21) (21) (21) (20)
Total 662.74 588.93 641.85 588.93 692.25
(193) (113) (113) (113) (80)

Table (ila) Minimum Wages (€) for Unmarried Employees & Workersas defined by the

N.G.C.E.A (2006-2007)

ork Experiences No Experience Three Year Six Year Experiences Nine Y ear
Periods Experiences Experiences
1. January to September 2006 608.32 659.00 718.91 778.82
I1. September 2006 to May 2007 625.97 678.11 739.76 801.41
Average |l & 1l 617.14 668.55 729.33 790.11
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Table (iii) Insurance Coverage Outcomes — Full Sample

Greeks Albanians
Outcomes Obs. No No Registration Obs. No Response No Registration
No. Response Registration No. No. No. Registration No.
No. No. No.

Occupations
Office Jobs 97 41 14 42 32 11 11 10
Industries 85 17 12 56 50 8 17 25
Restaurant & Café Services 119 53 31 35 88 41 36 11
Shop Sales 74 25 27 22 35 12 17 6
Total 375 136 84 155 205 72 81 52
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Table (iv) Insurance Coverage Outcomes — Restricted Sample

Greeks Albanians
Outcomes Obs. No Response No Registration Obs. No Response No Registration
No. No. Registration No. No. No. Registration No.
No. No.

Occupations
Office Jobs 30 11 12 30 11 9 10
Industries 47 8 34 47 8 14 25
Restaurant & Café Services 84 41 19 24 84 41 32 11
Shop Sales 32 12 8 12 32 12 14 6
Total 193 72 39 82 193 72 69 52
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Appendix C

Table (v) Coefficient Estimations

Occupations (@D} 2 3 4 (5)
Office Jobs Industries Restaurant and Shop Sales Total

Coefficient Café Services
Pand A
B2 -81.000 -64.516 -30.975 -51.904 -52.920
se (25.384) (30.490) (17.840) (20.689) (19.691)
p-values 0.008* 0.056 0.110 0.025** 0.013**
Observations 40 62 82 42 226
d d=0.120 d=0.101 d=0.053 d=0.087 d=0.085
Panel B
B, -103.020 -97.550 -26.968 -70.428 -103.311
se (35.290) (39.248) (17.097) (48.014) (30.965)
p-values 0.013* 0.030** 0.143 0.116 0.003*
Observations 62 45 55 31 193
d d=0.146 d=0.116 d=0.046 d=0.119 d=0.163
Panel C
B3 0.105 0.230 0.302 0.300 0.247
se (0.033) (0.236) (0.112) (0.209) (0.053)
p-values 0.000* 0.000** 0.000* 0.000* 0.000*
Observations 38 78 86 40 242

Notes: Satistically Sgnificant at 1 %(*); 5 %(**).
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Appendix D

Ethnic Discrimination in the Labour M arket

The technique of making carefully matched pairs of job applicants to test for
discrimination in employment was carried out by Daniel (1968)". However, Jowell
and Prescott-Clarke (1970), introduce the use of the correspondence test. They tested
discrimination in majority-collar jobs in four major regions of England. Two letters of
applications were sent to each vacancy tested, one always from a British-born
majority, and the other one from Asian. Ethnicity was identified by the applicants
name. They found the male Asian to face 0.500 incident of discrimination.

Also, Firth (1981) applied to five types of accounting jobs in England. He sent
six applications on each test, one from an English, Asian, African, Australian, French
and West Indian all being males. He found the Asian to face 0.480, the African 0.364,
the Australian 0.120, the French 0.196 and the West Indian 0.423 incident of
discrimination. Further, Esmail and Everington (1997) sent curriculum vitaes in
response to advertised medical positions in British hospitals, testing for
discrimination against male Asian doctors who were British trained. They found the
Asian to face 0.276 incident of discrimination. The above surveys found that the
immigrant groups experienced a great incident of discrimination, being statistically
significant tested by the chi-squared test.

The International Labour Organization (Bovenkerk [1992]) conducted aso a
number of correspondence tests in major regions of European countries including;
Germany and the Netherlands, Italy and Belgium. A variety of jobs in sales, hotels,
restaurants, offices, professional and blue-collar areas were tested. In all countries
significant discrimination against male racial minorities was found at the initial stage,
and all researchers used chi-squared analysis to check whether there was any impact
on the observations from the different pairs of testers. In Germany the Turkish
applicant was found to face 0.189 discrimination incidents, while in the Netherlands

the Surinamese applicant was found to face 0.178, and the female Surinamese 0.128.

! Surveys of immigrants, employers and employment agencies were complemented with
personal testing, using professional actors, in six regions of Britain. A three-way match of a
single tester was used by Daniel (minority minority, majority minority, majority national), to
determine whether any discrimination found was due to colour or to national origin.
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In Belgium the Moroccan found to face 0.330 and in Italy the Moroccan found to face
0.410. Correspondence test was used also in France over the period 1976-7
(Bovenkerk, Kilborne, Raveau and Smith [1979]). Two applications one from a
Frenchman, the other from a male Antillian were sent to non-manual jobs which were
advertised in newspapers. The Antillian was found to face 0.667 discriminatory
incidents.

More currently, in Sweden, Rooth and Carlsson (2006) found that the male
and female Arabian faced 0.294 discriminatory incidents. Both studies’ results were
found to be statistically significant tested by the chi-squared test. In the United States’
a correspondence test was currently conducted by Bertrand and Mullainathan (2004).
In this study, the researchers prepared two sets of matched resumes reflecting
applicant pools of two skill levels. Using racially distinctive names African American
and Magjority American to signal the race of male and female applicants, the
researchers mailed out resumes in Chicago and Boston, targeting job advertisements
for sales, administrative support, and clerical and customer service positions. The
results of their study indicate that majority-sounding names were 0.500 more likely to
elicit positive responses from employers relatively to equally qualified applicants
with minority names. Using binary models the results found to be datistically
significant.

Test for racial discrimination have also been conducted in Australia over
period 1986-8 (Riach and Rich [1991]). The study conducted in Melbourne used the
correspondence test and covered occupations; clerk, sales representative and
secretary. Two applications were sent to each selected vacancy; one always from an
male Australian, other one from either a male Vietnamese or a male Greek. A high
level of discrimination was recorded against the Vietnamese 0.274 and a less against
the Greek 0.088. In this study the level of discrimination found to be satistically
significant using the chi-squared test.

In view of the number of studies involved and their geographical extent thisis
compelling evidence of enduring and pervasive racial discrimination in employment
(Riach and Rich [2002]). However, the extent of discrimination varies temporally,

Z|n the United States major audit tests of employment have been conducted by the Urban
Ingtitute in Chicago and San Diego, testing for differential treatment of Hispanics (Craoss,
Kenney, Mdl and Zimmermann [1990]), and in Washington and Chicago, testing for
differential treatment of African-Americans (Turner and Mikelsons [1992]).
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gpatially and between the various minority groups. These employment experiments
have not been designed to distinguish between the various hypotheses which have
been promulgated to account for discrimination, but the pattern of results does enable
some tentative speculation. The statistical theory postulate differences, on average,
between racial categories, in their employment characteristics. Consequently race is
used as a cost-minimizing screening device. Also, the findings of these
correspondence teds are consistent with the majority majority population having a
general distaste, which motivates employers to discriminate against non-majority
population. But we gress that field experiments have not, to date, been designate so
as to enable any firm conclusion about the nature of discrimination (Riach and Rich
[2002)).
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Chapter Five
Dual Lifefor Equal Labour?
Sexual Orientation Discrimination in the Greek Labour Market?!

5.1 Introduction

Despite worldwide legal protection impetus sexual orientation discrimination
does exist in employment. Evidences suggest that the labour market values gay men’s
human capital less than that of straights. Specifically, gay men have repeatedly
claimed that they are fired, not hired, or not promoted because of their orientation?,
while the estimated effects of men’s 2homosexuality? on earnings are found to be
negative. As it comes to the latter issue, surveys from the United States®, the United
Kingdom (Arabsheibani, Mani, and Wadsworth [2004]), and the Netherlands (Plug
and Berkhout [2004]) document annual earning penalties associated with same-sex
sexual behavior for males, still nonetheless the estimated penalties significantly vary
amongst them and conclusions challenged®. Yet, the systematic study of sexual

1| am grateful to M. Vlassis — Associate Professor of Economics at the University of Crete.
Moreover | would like to thank the staff of the General Secretariat of National Statistical
Service of Greece. | want to express my gratitude to my colleagues: A. Anagnostaki, G.
Konsolaki, M. Kasteianos, V. Bozani, V. Fourmouzi, and C. Ms Passa for beneficiary
suggestions. | acknowledge benefits from two anonymous referees whose comments and
suggestions have significantly contributed to the improve upon previous version of this paper.
Earlier version of this paper was presented at the General Confederation of Greek Workers -
I'EE (2007), and in seminars at the Greek Ministry of Justice (2008). This chapter could not
have been made without my family’s contribution and support.

% See, Badgett, Donndlly and Kibbe (1992); Palmer (1993); Snape, Thomson and Chetwynd
(1995); Mason and Palmer (1996); Colvin (2004).

% See, Badgett (1995); Allegretto and Arthur (2001); Berg and Lien (2001); Black, Hoda,
Seth, Lower (2003); Blandford (2003), Carpenter (2005, 2007).

* The annual earning penalties vary between 0.030-0.300, amongst the referential studies
generate insignificant and significant results. The economic explanations for gay men wage
gap include theories of gender nonconformity (Blandford [2000]), theories of household
specialization (Becker [1991]); Black et al [2003]) theories of human capital endowments
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orientation minorities has made it valuable for both its policy relevance and its
potential to inform social scientists about the functioning of labour market.

The current research has taken account of two particular drivers. The first is
that no official data and empirical studies exist to investigate gay men’s employment
terms in Greece. The second is the significant Eurobarometer’s findings (2007/263),
regarding Greeks feeling for homosexuality. The survey reveals that the wide
majority of Greeks; 0.850 feels that homosexuality is a taboo compared to 0.480 of
European Union, while the wide majority; 0.840 shares the opinion that it is difficult
for gay and lesbians to state their sexual orientation at work, compared to 0.680 of
European Union. Starting from the mentioned points the scope of the present study is
to investigate whether gay-labeled men are facing discriminatory practices in the
Greek labour market compared to draights, and by thus to evaluate whether
stereotypical misconception against gays’ prejudice the Greek employers’ screening
processes, interestingly three years after the national adoption of the European
antidiscrimination (see Chapter Three) employment legislation (2005/3304).

In particular, by means of a correspondence test, we first aim to detect sexual
orientation discrimination at the preliminary stage of the selection process which for
gays seems to be a crucial barrier to the labour market. A typical correspondence test
combines experimental design with real-life settings by isolating a characteristic of
interest and test for discriminatory behavior (see, Chapter Two). For our purpose a
correspondence test entails that the researcher sends two equal in human capital
curriculum vitaes to each advertised job opening. However the only characteristic that
differs is applicants sexual orientation (Riach and Rich [2002])°. Following Adam
(1981) and Weichselbaumer (2003), gay applicant’s sexual orientation is labeled
through a reference in his curriculum vitae to a voluntary work at a homosexual
community (for a literature review see, Appendix E). The methodology strictly
implies that the emanated signal is accurate for credibly testing the discrimination
hypothesis. The theoretical claim to be evaluated is that an applicant being activist in
such community might be a characteristic that results in biased evaluations of his

(Berg and Lien [2002]; Becker [1993]) and theories of discrimination (Becker [1957], Arrow
[1972)).

® See, Hoffman (1968); Lundahl and Wadensjo (1984); Seidman (1994).

® For this methodol ogy see also, European Handbook on Equality Data (2007).
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skills and profitability, diminishing hiring chances. In the current experiment we want
to investigate whether gay-labeled applicants will experience this type of workplace
disadvantage since understanding of what it means to be gay is seen by society as
incompatible with understanding of what it means to be a promising employee (see,
Seidman [1994], Mason and Palmer [1996]).

Crucially in the current study we concentrate on low-skilled groups as they
expected to be a more risk for discrimination: Particularly, on non-graduate workers
in the private sector * (Eurobarometer [2003]; [2007]). While we investigate different
sectors, that is, on factors that influences variation in discriminatory behavior across
vacancies.

Interestingly in this experiment, alike Chapter Four, we have extended the
application of the correspondence testing technique by also gathering data concerning
informal monthly wage offers on the part of employers in case of tentative hiring. We
argue that this additional data set enables us to further record discriminatory attitudes
across sexual orientations in the ensuing steps of the selection process. While, by
extending the correspondence test methodology we provided empirical evidence® on
the equivocally relationship between sexual orientation and earnings. Crucially, in the
current study, our measure of sexual orientation is straightforward likely to be
correlated with the concept of interest, living an openly gay lifestyle and arguably
better that the sexual behavior measures used in previous research. Due to gays
reluctance to reveal their sexual orientation, collecting data on them is difficult, and
analyzing such data presents challenges”.

To preview, to the extent that gay candidates are believed to be less ideal
workers, employers will practice discriminatory attitudes when making an evaluation
that affects selection and wage levels. Hence, the performance of gay-labeled
candidates even when their objectively equal to that of their straight counterparts are

" Of course, whether gay applicants would experience the same type and amount of
discrimination in higher-status jobs is an open question.

® Notice, that interview data is a rather biased method, since straight and gay workers may
overstate (understate) their position and performance in the labour market.

® Shortcoming include potential selection bias, the absence of information on the extent to
which gays reveal their sexual orientation in the workplace, and the exclusion of observations

of single homosexual as opposed to homosexual couples.
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less likely to be jugged as demonstrating task ability or competence. Our findings
reveal that gay applicants are faced a significant probability to be invited for an
interview that is by 0.261 less than that of the straights, and an insignificant wage
discrimination factor of 0.026 on average. Having controlled for all human capital
asymmetries amongst applicants, a taste and/or datistical discrimination imply
against gay candidates.

Moreover, in a process to illuminate the outcomes we further show that
employers sex varies. The estimated probability of males to practice occupational
access discrimination against gay candidates is by 0.350 higher than that of females.
Furthermore, males are found to practice insignificant wage discrimination of 0.032
against gay candidates. On the other hand, female employers are found to provide gay
candidates with an insignificant wage premium of 0.006 on average.

The current study contributes to two areas that have attracted scarce research
attention: the experimental investigation of employment discrimination in Greece,
and investigation of discrimination by sexual orientation. Actually, to the best of our
knowledge the current experiment is the first in Europe which deals with gay men
labour discrimination and tests employers’ sex impact. The experiment offers a
purposive analysis of key materials and findings which may be significant in relation
to public policy concerns and policy development.

The rest of the paper is organized as follows. In the next section we sketch out
the European antidiscrimination legislation, and we briefly review the theoretical
explanations of labour market discrimination. In the third section we describe the
methodology and the application structure of the investigation. In the fourth section
we present and discuss the field results. In the fifth section we present the results of
the second study examining the correlation between employers sex and access
availability constraints against gay candidates. The last section concludes.

5.2 Dual Lifeand Theories of Discrimination

Homosexuality is a status characteristic that when salient, results in biased
evaluations of competence®. Psychological and sociological studies suggest that gay

19 As defined by status characteristics theory, a status characteristic is a categorical distinction
among peopl e such as personal attributes or role, that has attached to it widely held beliefsin
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men do try to avoid discrimination by living a dual life at work (Levine and Leonard
[1984]). On the labour market they pass for non gay for fear that their employment
would be in jeopardy if it became known that they are gay, while outside labour
market they come out™. Unlike ethnic and racial minorities, the disables and the
elderly that are vulnerable to discrimination and harassment, gay men may be said to
be in the 2best position? as they can avoid discrimination by hiding their sexual
orientation, regardless the drawbacks (Pharr [1988]; Byrne [1993)]).

As far as it concerns sexual orientation discrimination and theoretical
approaches, as we have already shown, the taste for discrimination (Becker [1957]) is
based on the idea that employers want to maintain a physical or social distance from
certain groups, or they may fear that their customers or co-workers dislike transacting
with gays (see, Chapter One, 1.2). On the other hand, based on the statistical
discrimination hypothesis (Arrow [1972]; [1973]) discrimination results from the
profit maximizing response of employers to uncertainty about the quality of
individual workers, while the real or subjective distributions favour the group which
receives preferencesi.e. straights (see, Chapter One, 1.6).

However, taste and/or statistical hypothesis of discrimination against gay men
can be crystallized in the terms. Homophobia, Heterosexism and Sexual Prejudice.
Following, Weinberg (1972) homophobia is used to label heterosexuals dread of
being in close quarters with homosexuals as well as homosexuals' self loathing. In
general, distastes and phobia focus on homosexual peoples behaviour, lifestyle and
culture. Heterosexism is used as a term analogous to sexism and racism, describing an
ideological system that denies, denigrates, and stigmatizes any nonheterosexual form
of behaviour, identity, relationship, or community (Herek [1990]). The term
highlights the parallels between antigay sentiment and other forms of prejudice, such
as racism, anti-Semitism, and sexism. While, sexual prejudice refers to all negative

attitudes based on sexual orientation, whether the target is homosexual, bisexual, or

the culture that associate greater status worthiness and competence with one category of the
distinction that with others (Berger, Hamit, Robert and Morris [1977]).

1 Following Herek (1990), homosexuality pervades societal customs like institutional racism
and sexism. It operates through a dual process of invisibility and attack. It usually remains
culturally invisible; when people who engage in homosexual behaviour or who are identified

as homosexual become visible they are subject to attack by society.
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heterosexual. The prejudice is almost always directed at people who engage in
homosexual behaviour or label themselves gay, lesbian, or bisexual (Herek [2000]).

5.3 Methodology and Application Structure

The current experiment was conducted between December 2006 to September
2007 and involved the capital of Greece, Athens. In order to measure occupational
access discrimination for gay applicants, we had fabricated two imaginary, equal in
human-capital workers, applying to the same job by sending curriculum vitaes using
different fax devices. The occupations, to which we have been focused on, covered a
large spectrum of job quality: office jobs, industry jobs, café and restaurant services
and shop sdles. Interestingly, the investigated occupations allowed for further
classification in accordance to the nature of the research. It is rather obvious that a
key issue that arise when low skilled gay candidates seek for a job isthe visibility and
invisibility of equality, tolerance and diversity in relation to their sexual orientation in
sectors. Though industry vacancies as the masculine jobs, café-restaurant services
and sales vacancies as the gay-friendly jobs while office vacancies as the most status
jobs we had a further dimension to take into account (Colgan, Greegan, McKearney
and Wright [2006]).

We applied to vacancies where there was demand for eight-hour and five-day
employment. These vacancies were identified through a random sample of
advertisements, appearing in website newspapers. The curriculum vitaes were faxed
simultaneously, within one day of the advertisement appearance, and if firms were
interested about any of the applicants they could be reached either through available
postal addresses, or by telephone contact. The qualifications and the presentation
style of the two fictitious applicants were matched as closely as possible, so that they
were identical in al employment relevant characteristics but sexual orientation.
While, each application was designed so as to equally convey the type of experience
that might make an applicant attractive.

Each of the fictitious applicants was allocated a male Greek distinctive first
and last name, a mobile telephone number, and a postal address. The addresses were
chosen so that to be recognized as similar as possible, in order to indicate the same
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social class. Applications showed the same level of schooling and job experience.
Both candidates had finished high schools, approximately twelve years ago
(Appendix A). Furthermore, the applicants were 29 years old, unmarried, and had
carried out military service in different areas. Both candidates had nine years of work
experience in a similar post to each vacancy applying for, while to avoid detection the
candidates' high schools and previous workplaces were located at different areas in
Athens.

However, the two applicants were identical apart from their sexual orientation.
For half of the candidates no explicit information on sexual orientation was given.
These were classified as straights (Adam [1981] and Weichselbaumer [2003]).
However, the gay-labeled candidate’s sexual orientation was denoted by a reference
in the personal information part, of the line 2member volunteer in the Athenian
Homosexual Community2. To control the probability that the activity may create
holdbacks in his present duties it had ended. Also, in case that 2membership? might
bias the selection process, the straight’s curriculum vitae mentioned a past

volunteerism in an environmental community too.

Moreover, both candidates had similar hobbies and personal characteristics
entailed similar masculinity. Gay men who violate genders rules face considerable
prejudice as their mannerism is inconsistent with society’s expectations about
masculinity (Herek [1994]).

For obvious reasons, the styles of the curriculum vitaes were different for each
pair. Yet, in order to control for the possibility the style of an application to influence
an employer’ s response, those two -different in style- application forms were equally
allocated between the straight and gay candidates. For the same reason, applications
were sent alternately to each vacancy; in half cases the straight application was first
sent. Both experimental controls adjusted in the regression stage®. Following,
whenever employers themselves called for arranging appointments with the
applicants the two testers were trying to raise informal questions, concerning monthly
wage offers'®, However, the usual selection bias issues arise (see, Chapter 4.4.b).

12 For an extensive study on control variables and random events see Fix and Struyk (1993).
B To veify that the testers were identical to all 2observed?, in the telephone contact,

characteristics eg. accent, masculinity, articulation, age and mansuetude, and that they were
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5.4 Fidd Results

The coefficient estimations (for the econometric modelling see Chapter 4.5),
regarding gay - straight - paired differences, are summarized in Tables 1 and 2 below.
Table 1, shows that the gay applicants are faced a marginal probability to be invited
for an interview that is by 0.261 less than that of the straight candidates on average™.

Table 1. Probit : Marginal Effects; Independent Variable : Sexual Orientation

Occupations  OfficeJobs  Industries Restaurant Shop Total
and Café Sales

Coefficient Services

S -0.304 -0.248 -0.211 -0.289 -0.261

s.e. (0.295) (0.252) (0.203) (0.150) (0.207)

p-values 0.000* 0.000* 0.000* 0.000* 0.000*

Observations 910 692 1022 804 3428

Notes: The dependent binary variable is callbacks and rejections to the candidates. Satigtically
Sgnificant at 1 %(*); 5 %(**). Sandard errors are adjusted for intraclass correlation.

The result suggests that gay candidates are discriminated when actual
employers make hiring decisions. Though, heterogeneity amongst sectors, the
probability varies across them: In office jobs gay men are faced 0.304 less probability
to be invited for interview, followed by 0.289 in shop sales, 0.248 in industries, and
0.211 in restaurants and café services. Hence as well, it seems that employers
implicitly expect more competent task performances from those with the more valued
state of characteristic, i.e. straights, compared with those with the less valued statei.e.
gay. Interestingly gay candidates do not seem to enjoy a significant access premium
in the gay occupations. Regardless norm ordans, “unskilled young gay to be

also responding equally, either to employers' clarifications or to their own questions, we had
conducted pre-tests: Having recorded a testers pilot rehearsal, considerable numbers of
individuals were asked to confirm the reevant issues. Our true experiment then began only
after a unanimous advocacy had been reached. On the other hand, however, we must note that
it is off course impossibleto test afirm's truthfulness, until a candidate is actually hired.

4 Net discrimination against gay-labeled candidates is 0.643, which stands a significant
difference at 1% (Appendix B, Table (i)).
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dovetailed and segregated in sales and café-restaurant services’, the estimations can
not countersign the fact. Actualy, in industries the gay candidates are faced a less
discrimination factor than that in shop sales.

Moreover, we have re-estimated equation (1) including (adjusted) two binary
controls variables: Curriculum vitaes sending order and type, still nonetheless their
impact on the relevant outcome is negligible (see, Appendix C, Table (iii)). The
coefficients estimations indicate statistically significant less probability for the gay
candidates to be invited for interview of about 0.211-0.303, amongst the four sectors.
Since experimental conditions are equally assigned, these controls do not
substantially affect the estimated effect of sexual orientation, but they make the
estimate more precise.

Turning next to equation (2), Table 2, the estimations entail that the gay
applicants face a monthly 2sexual orientation penalty? of 18.33€, producing a wage
discrimination factor d=0.026, which is a datistically insignificant outcome on
average. Separately in each sector we found similarly insignificant small effects. The
higher penalty is found in shop sales of 14.97€ [d=0.023], followed by office jobs of
8.77€ [d=0.011], restaurant and café services of 6.07€ [d=0.009], and industries of
2.91€ [d=0.003]. In all sectors the wage differentials of this magnitude represents an
insignificant loss in gay-labeled candidates welfare.

Table 2. OLS: Coefficient Estimations & Marginal Effects;, Independent
Variable: Sexual Orientation

Occupations Office Industries Restaurant Shop Total
Jobs and Café Sales

Coefficient Services

Bo -8.770 -2.916 -6.078 -14.976 -18.330

se (19.774) (16.487) (13.478) (11.609) (10.409)

p-values 0.663 0.862 0.657 0.212 0.120

Observations 125 20 106 155 476

d d=0.011 d=0.003 d=0.009 d=0.023 d=0.026

Notes: The dependent variable is employers wage offersto the applicants. Satistically Sgnificant at 1
%(*); 5 %(**). Sandard errors are adjusted for intraclass correlation.

As it comes, the lower relative to dtraights, accessibility of gay to the reference
occupations entails discriminatory but statistically insignificant effects in the ensuing
steps of the selection process. Since the applicants being evaluated in this study were
equally qualified by experimental design, we conclude that employers discrimination
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is responsible for the disadvantages we found. Although, the implied penalty required
for adequate compensation it is not high enough as to arouse the suspicion of the
prospective seekers it seems that employers may consider gay candidates as being
less productive than straights, hence, the former would have to suffer the monthly
sexual orientation penalty, whenever employed; and/or employers might be willing to
overcome ataste against gays if their wages fall bellow those of straights.

The theory behind this result is that good performances are inconsistent with
the expectations for gay workers, therefore when gay’s human capital performs well
at atask, their performances are critically scrutinized. Interestingly, the estimations
indicate that in industries the discrimination factor get its lower value, compared to
others. Partially, it implied that masculinity does not fight it out gay candidates
welfare. However, someone could further claim that in industries as well as in office
jobs wages are rather fixed, mainly on payroll criteria, and thus they can not be
extensively fluctuated depending on irrelevant to human capital endowments™.

For a deeper investigation, we have re-estimated equation (2) based on those
cases where both applicants were received a wage offer (Appendix 3, Table (iv),
Panel A). The coefficients estimations indicate a less insignificant income
disadvantage of about; 0.008-0.019, generating a wage discrimination factor of 0.015,
against gay candidates on average. Similarly, in shop sales the wage discrimination
factor gets the higher value while in office jobs it gets the lower value. Furthermore,
including to the latter regression a binary control variable: Firms' callbacks order, its
impact is found to be negligible (Appendix C, Table (iv), Panel B). Thus, whether
firms had contacted the straight (gay) applicant first (second) it is rather oblivious to

the wages offers.

5.5 Discussion: Sex and Discrimination

Having estimated a significant degree of occupational access discrimination
against gay applicants we were interested also in investigating whether employers sex
could determine discriminatory attitudes. Following Kimmel (1994) and Kimmel and
Mahler (2003), sexual orientation discrimination is not evenly distributed throughout
society, but is more or less pronounced according to demographic characteristics. An

1> Seg, Colgan, Greegan, McKearney and Wright (2006).
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sizeable amount of empirical surveys show individuals attitudes toward gay men to
be consistently correlated with sex (Yang [1997]; Davis et al [1998]). To attempt to
assess the role of these, in the current experiment whenever employers themselves
had called back candidates in order to arrange an appointment the testers registered

employers sex.

Employers sex impact on gay applicants *° terms of employment is
summarized in Table 3 and 4, below.

Table 3. Probit: Marginal Effects; Independent Variablee Persons
Sex Responsible for Applicants Selection

Occupations Office Industries Restaurant Shop Total
Jobs and Café Sales

Coefficient Services

B -0.356 -0.290 -0.289 -0.393 -0.350

s.e. (0.104) (0.222) (0.175) (0.087) (0.061)

p-values 0.000* 0.195 0.108 0.000* 0.000*

Observations 187 131 169 209 696

Notes: The dependent binary variable is total invitations-rejectionsfor the gay applicant. Sex impact is
measured by the coefficients Bs, Satidtically Sgnificant at 1 %(*), 5 %(**). Sandard errors are
adjusted for intraclass correlation.

Table 3, reveals significant results that can not be underestimated. On average,
gay applicants occupational access significantly varies depending on employers sex.
The estimated probability of gay candidates to receive an invitation for interview is
by 0.350 lower (higher) if the employers are males (females), on average. Hence, gay
candidates are discriminate more when males make selection decisions. Analyticaly,
in shop sales the estimated probability of males to invite gay candidates for interview
is by 0.393 lower than that of females, while in office jobs is also lower by 0.356. In

18 Notice that discriminatory treatments against the heterosexual candidates are generally
attributed to random events. Following, Wienk et al (1979) the share of calls in which a
minority candidate is favored provides an estimate of the extent to which random factors are
at work. In our case the occupational access discrimination against the straight applicant was
a negligibly outcome, which made unable to test for any correlation between employers sex

and potential discrimination (see, Myers [1990]).
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industries and café-restaurant vacancies, however, employers sex insignificantly
stands'’.

Moreover, as Table 4 shows, males practice insignificant sexual orientations
penalties of 22.13€ [0.032] against gay candidates, Panel A, while females provide
them with an insignificant wage premium of 4.52€ [0.006], Panel B, on average.
Consistent with empirical evidences we find that males discriminate more than
females. This means that males held gay applicants to a significant harsher standard
than female did, allowing gay candidates less chances of being interviewed and
penalized their monthly wages more.

In particular, if employers are males; a sexual orientation penalty against gay
applicants exists in shop sales of 21.08€ [0.033], followed by office jobs of 13.57€
[0.018], restaurant-café services of 3.41€ [0.005], and industries of 2.94€ [0.004]. On
the other hand, if employers are females; an insignificant wage premium for gay
candidates is identified in shop sales of 7.65€ [0.011] and in offices of 5.14€ [0.006].
However, in restaurant-café services a sexual orientation penalty for gay applicants is
implied which is higher by 28.33€ [0.044], followed by industries of 14.00€ [0.021].

Table 4 OLS: Coefficient Estimations & Marginal Effects; Independent Variable:
Sexual Orientation

Occupations Office Industries Restaurant Shop Totd
Jobs and Sales

Cosfficient Café Services

Pand A: male

Beom -13.570 -2.947 -3.411 -21.087 -22.139

se (23.638) (12.238) (13.380) (10.855) (11.072)

p-values 0.574 0.813 0.802 0.067 0.056

Observations 100 83 98 122 403

d d=0.018 d=0.004 d=0.005 d=0.033 d=0.032

Pand B: female

Bt 5.147 -14.000 -28.333 7.652 4.527

se (21.781) (61.442) (64.652) (16.686) (18.503)

p-values 0.818 0.813 0.679 0.657 0.810

Observations 25 7 8 33 73

d d=0.006 d=0.021 d=0.044 d=0.011 d=0.006

Notes: In Panel A, the dependent variable is males wage offers to the applicants. In Pand B, the
dependent variable isfemales wage offersto the applicants. Sexual orientation impact is measured by
the coefficients fsm and Sy, Satistically Sgnificant at 1 %(*), 5 %(**). Sandard errors are adjusted
for intraclass correlation.

Furthermore, we have re-estimated the relation limited the sample only to

" 1n these vacancies the representation of female employers was scarce restricted volatility.
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those cases where both candidates were received a wage offer (see, Appendix 3,
Table (v), Panel A&B). On average, as Panel A and B show, male and female
employers practice insignificant sexual orientations penalties against gay candidates
of 13.97€ [0.021], and of 2.27€ [0.003], respectively. As it comes, if employers are
males, the sexual orientation penalty against the gay candidates is in restaurant-café
services of 14.21€ [0.021], followed by shop sales of 14.05€ [0.003], industries of
10.62€ [0.015], and offices of 10.00€ [0.013] (Panel A). Consequently, the
estimations indicate a less insignificant income disadvantage. On the other hand, if
employers are females, the sexual orientation penalty against the gay candidates isin
restaurant-café services of 15.00€ [0.024], followed by shop sales of 5.00€ [0.007],
while in industries and offices no penalty exists (Panel B).

Utilized employers sex, there are some patterns in the results which provide
some interesting insights. It seems that males are more reluctant in their reactions to
homosexuality as they are significantly more prone to practice higher occupational
access discrimination than females (see, Kitien and Whitley [1998]). Y &, following
Herek (1986), males relationship between homophobia and masculinity is evident in
the first place in their relatively stronger alegiance to homophobic attitudes. Indeed,
males include stronger beliefs than females about genders, morality, and danger by
which men homosexuality is defined as 2inferior? which predetermine their attitudes
(see e.qg., Davis, Yarber, Bauserman, Schreer and Davis [1998]). Actualy, the
estimations indicate that males do inflict higher sexual orientation penalties to
overcome their dislikes and/or uncertainty for gay applicants.

However, we must keep in mind that a complete understanding of gay men
discrimination requires analysis of its roots in culture and social interactions, as well
as individual thought processes. Definitely, people’s attitudes are formed on the basis
of personal experiences, beliefs norms and standards as well as on actual contextual
events™ (Herek [1992], [2004]; Pharr [1998]).

18 Although correspondence testing can not measure other than occupational access and wage
discrimination against gay candidates; during the experiment we became ourselves victims of
abuses and bulling. After a short period of curriculum vitaes sending the gay applicant’s
mobile phone started to receive intimidating calls (from males) and sms regarding his sexual
orientation, which lasted up to the end of the experiment. Although we can not identified

whether the calls came from employers, managers or other employees, or whether the gay

124



5.6 Conclusions

In 2000 the European Union had instituted specific legislation aiming to lay
down a framework for combating discrimination in the labour market. Briefly, that
legislation made clear that people affected by discrimination should have adequate
means of legal protection against unequal treatments, and an effective right of redress.
This study is the first in Greece using a correspondence test to examine whether
sexual orientation discrimination against gay-labeled men exists in the Greek labour
market.

Focus on the selection process and by experimentally holding constant the
human capital of a pair of fictitious job applicants and varying only their sexual
orientation, our results reveal significant differences in access to occupations, and
insignificant in wage offers among straight and gay candidates. In particular, the
estimated probability of gay candidates to receive an interview invitation is found to
be by 0.261 lower than that of the heterosexual, while a wage discrimination factor is
estimated to be 0.026 for gay candidates. The estimations suggest that it is required a
willingness to spend amounts of time job-hunting if men are openly gay, while the
wage differentials of this magnitude would represent an insignificant loss in gays
welfare. Last but not least, in a process to illuminate the outcomes, we further find
that employers sex significantly varies; the estimated probability of males to practice
occupational access discrimination against gay candidates is by 0.350 higher than that
of female. Furthermore, males are found to practice insignificant wage discrimination
of 0.032 against gay candidates, while female are found to provide them with an
insignificant wage premium of 0.006 on average.

The results of this study have implications for understanding some of the
enduring patterns of sexual orientation discrimination in the Greek labour market.

candidates had been rejected or called for interview, the experience came to illuminate some

further discriminatory incidents which might face an openly gay in the workplace.
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Appendix A

Curriculum vitaes- Synopses

Applicant: A

Curriculum Vitae

Firs Name:

Last Name

Ethnicity: Greek

Marital Status: Unmarried

Date of Birth: .../.../1978

Address: Location

Telephone: Mobile

Military Services: Location, Carried Out in 1998

Education:

Certificate of Greek high school in 1996, Location
Basic Knowledge of English and PIC
Driving License

Professional Experience:

From August 1998 to January 2000
Appointment/ Firm

From March 2000 to March 2003
Appointment/ Firm

From April 2003 to ...200(6)7
Appointment/ Firm

Interests. Sportsand Travels
Member volunteer in the Athenian Homosexual
Community (01-05)

Personal Characteristics: Productive and
Associable

Applicant: B

Curriculum Vitae

First Name
Last Name

Date of Birth .../.../1978

Ethnicity Greek
Marital Status Unmarried

Address Location
Telephone Mobile

Experience

Appointment/ Firm
February1998- November1999

Appointment/ Firm
December1999-July 2004

Appointment/ Firm
August2004-...200(6)7

Education

Certificate of Greek high school in 1996,

Location
English Basic Knowledge
P/C Basic Knowledge

Personal

Military Services Carried Out in 1998
Hobbies Volunteer in the Olympus:
Environmental Union from 1999-2003,

Travels/Sports

Personality Industrious, Efficient, Associable

Driving License
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Appendix B

Table (i) Correspondence Testing Outcomes

Qutcomes Jobs Neither At least one Equal Discrimination  Discrimination Net Discrimination
No. Invited invited Treatment Against Against X2
No. 1) No. Gays Srraights (-8 (-GN test
No. @) © No
Occupations No. No.
Office Jobs 455 268 187 46 140 1 139 0.743 137.02*
Industries 346 215 131 40 89 2 87 0.664 83.17*
Restaurant & Café Services 511 342 169 57 110 2 108 0.639 104.14*
Shop Sdles 402 193 209 87 118 4 114 0.545 106.52*
Total 1714 1018 696 230 457 9 448 0.643 430.69*

Note: The null hypothesisis*® Both individual s are treated unfavorable equally often” , that is (2)=(3).
(*)SatigticallySgnificantat1%.



Table (ii) Monthly Wage Offers

All observations

Paired - observations

Straights Gays Straights Gays
Occupations ()] ()] ()] €)
(observations)
Office Jobs 749.6 740.83 7475 740.83
(101) (24) (24) (29
Industries 687.91 685 693.33 685
(72) (18) (18) (18)
Restaurant & Café 649.41 643.33 656.19 643.33
Services (85) (21 (21 (21
Shop Sdes 639.44 624.46 636.59 624.46
(108) (47) (47) (47)
Total 681.69 663.36 673.82 663.36
(366) (110) (110) (110)
Appendix C

Table (iii) Probit: Marginal Effects; Invitation to Interviews

Independent Variables:

Sexual Orientation

Curriculum Vitaes'

Curriculum Vitaes

Occupations Sending Type
(Observations) Order Style
Office Jobs

A -0.303 0.004 -0.004
se (0.294) (0.007) (0.006)
p-values 0.000* 0.197 0.049**
Observations 910 910 910
Industries

A -0.250 0.007 0.037
se (0.257) (0.012) (0.056)
p-values 0.000* 0.249 0.108
Observations 692 692 692
Restaurant and Café

Services

A -0.211 0.008 0.026
s.e (0.202) (0.009) (0.022)
p-values 0.000* 0.020** 0.124
Observations 1022 1022 1022
Shop Sales

A -0.290 0.001 0.038
s.e (0.151) (0.008) (0.023)
p-values 0.000* 0.843 0.098
Observations 804 804 804
Total

P1 -0.262 0.005 0.023
s.e (0.208) (0.008) (0.021)
p-values 0.000* 0.161 0.102
Observations 3428 3428 3428

Notes: The dependent binary variableis callbacks and reections to the applicants.
Satistically Sgnificant at 1 %(*); 5 %(**). Sandard errors are adjusted for intraclass correlation.
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Table (iv) OLS: Coefficient Estimations & Marginal Effects Limited Sample

Independent Variables:

Pand A

Pand B

Occupations Sexua Orientation Sexua Orientation Firms
(Observations) Cadllbacks
Order

Office Jobs

Bo -6.666 -6.444 -0.888

se (12.777) (10.657) (13.179)

p-values 0.611 0.556 0.947

Observations 48 48 48

d d=0.008 d=0.008 d=0.001

Industries

B -8.333 -8.896 2.532

se (26.095) (26.083) (19.462)

p-values 0.755 0.739 0.898

Observations 36 36 36

d d=0.011 d=0.012 d=0.003

Restaurant and Café Services

ﬁze 12,857 -13.333 33

p-values (15.465) (16.199) (26.718)

Observations 0.422 0.427 0.903

d 42 42 42
d=0.019 d=0.020 d=0.005

Shop Sales

B -12.127 -12.941 2.941

se (12.678) (15.205) (10.020)

p-values 0.355 0.409 0.773

Observations %4 %4 %4

d d=0.019 d=0.020 d=0.004

Total

b -10.454 -10.623 0.931

se (11.575) (11.983) (6.645)

p-values 0.375 0.384 0.890

Observations 220 220 220

d d=0.015 d=0.015 d=0.001

Notes. The dependent binary variable is callbacks and rgections to the applicants.
Satistically Sgnificant at 1 %(*); 5 %(**). Sandard errors are adjusted for intraclass correlation.

Appendix D

Table (v) OL S:Coefficient Estimations & Marginal Effects; Independent Variable:

Sexual Orientation

Occupations Office Jobs Industries Restaurant and Shop Total
Café Services Sales

Coefficient

Pane A : mae

Bspm -10.000 -10.625 -14.210 -14.054 -13.973

se (12.927) (23.597) (17.385) (13.754) (13.983)

p-values 0.455 0.661 0.430 0.326 0.328

Observations 32 32 38 74 176

d d=0.013 d=0.015 d=0.021 d=0.003 d=0.021

Panel B: female

Bt 0.000 0.000 -15.000 -5.000 -2.272

se (28.108) (1.224) (125.386) (10.250) (13.584)

Observations 16 4 4 20 44

d d=0.000 d=0.000 d=0.024 d=0.007 d=0.003

Notes: In Pand A, the dependent variable is males’ wage offers to the applicants.

In Pandl B, the dependent

variableisfemales' wage offers to the applicants. Sexual orientation impact is measured by the coeffici entsﬁajm' and
Bt - Satistically Sgnificantat 1 %(*); 5 %(**). Sandard errorsare adjusted for intraclass correlation.
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Appendix E

Sexual Orientation Discrimination

Only two studies have been carried out to test sexual orientation discrimination
in hiring. In the United States, Adam (1981) conducted a correspondence testing.
Identical resumes, differentiated only by sexual orientation, were mailed to Ontario and
Toronto law firms, in application for articling position. Sexual orientation was
identified in the interest section of their curriculum vitaes by involvement in activities
associate with gays and lesbians. The responses demonstrate the existence of
discrimination be sexual orientation. The overall interview-offer rate for non-labelled
applicants was 1.8 times the gay-labelled rate. The non-labelled male applicant received
1.6 times as many interview offers as the gay-labelled male. Discrimination against gay
men appears especially marked in Toronto, where the non-labelled male rate rises to 2.9
times the gay-labelled male rate. The gay-labelled female (lesbian) applicant fared
worse. Non-labelled females received twice as many interview offers as lesbian
applicants.

In Austria, Weichselbaumer [2003] conducted a correspondence test to examine
the hiring chances of lesbians. Leshians were specifically focused at because several
wage regression studies had established that they, in contrast to other equality groups
including gay men, earned higher wages than their reference groups. The research was
conducted by sending out matched letters of applications to the same job openings.
However, an item indicating a history of voluntary work at a Lesbian organisation was
added to half of the applications. Subsequently, it was found that indicating a lesbian
identity reduced one's invitation rate by about 0.130. The results of wage regression
studies are therefore more likely to be due to measurement errors or increasing

productivity.
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Chapter 6
Wage Discrimination and Antidiscrimination Policy in Unionized Oligopoly*

6.1 Introduction

In Chapter Three we have shown that the European Council adopted two
Directives: the Racial Directive, and the Employment Equality Directive (2000), both
aiming to ensure that everybody living in the European Union can benefit from legal
protection against discrimination. However, as our field-experiments suggested
discrimination in the labour market is still witnessed raising the need for active
antidiscrimination policies (see, Chapter Four). The evidence provided a strong
indication that labour market discrimination, as in particular regards ethnic minority
groups/economic migrants, was significant and it might be related with other than
productivity factors.

As we have already analysed, the theoretical foundations of labour market
discrimination go back to the seminal papers of Becker, and Arrow (see, Chapter One).
In Becker's (1957) approach, discrimination arises from a taste for discrimination
against minority workers on the part of employers, while in Arrow’s (1972) satistical
discrimination hypothesis, it results from the employers uncertainty about the
individual quality of workers, which is biased against minority workers. In the current
theoretical modeling we refrain from both those approaches. On the first hand, we
abstain from any taste to discriminate on the part of anyone and against anybody. On
the other hand, as it comes to beliefs about workers' individual quality we postulate that
employers are unbiased as regards any particular group of workers.

In a context of union-oligopoly decentralized bargaining, like ours, we propose
that wage discrimination among equally-skilled workers may emerge as long as.

First, workers can be ex ante grouped according to different opportunity costs of

employment (e.g., reservation wages).

! This study could not have been made without M. Vlassis' - Associate Professor of Economics
at the University of Crete - constructive help and feedback. Also, | am grateful to E. Petrakis —
Professor of Economics at the University of Crete. | have benefited from comments and
suggestions made during the presentations of an earlier version of this paper at the EEFS 2007
Conference on 2European and Global Integration: Underlying Causes, Issues Arising and

Formulating Economic Policies?, held in Sofia, Bulgaria.
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Second, depending on the distribution of bargaining power over the wage, the
labour market agents (e.g., firms and unions) find wage discrimination to their best
interest.

This key result in turn suggests that the European Union antidiscrimination
directives may drive benevolent policy makers to combat wage discrimination without
necessarily confronting a net loss in social welfare.

The paper is organized as follows. Section 2 presents our structural model and
the sequence of events arising in its context. Solving this game in Section 3 we reason
why in the absence of an active antidiscrimination policy firm-specific wage
discrimination may endogenously emerge. With an explicit view on welfare effects, in
Section 4 we consider antidiscrimination policy, and evaluate our findings.

6.2 The Modd

The product market of our reference industrial sector X consists of two
unionized firms which compete a la Cournot in homogenous goods, possessing C.R.S
production function(s): x, = k;N, ; i =1,2. Where x; denotes output, N; is the number of
employees, and k >0 represents the labour productivity of firmi. We thus allow for
productivity asymmetries among firms and, normalizingk, ° Lk, © k > (<)1, we may
assume that this is due to the possession of a labour-saving technology on the part of
firm1(2).

On the part of the representative consumer, preferences are given by a variant of
Dixit's (1979) quasi-linear specification u(X,Z)= X - X2/2+Z; X=x+Xj;, Z

© the rest of the economy, giving rise to a standard profit formula for each firm

j 1 i=212in sector X,
Pi=(-%-Xj)% - Ci(x) 1)

Where, C.(x) stands for the total labour costs of production.

In the labour market, the presumably equally-skilled workers who find a job
within each i firm are by default organized in to the firm’s labour union. That is, under

decentralized firm-union bargaining a collective agreement struck in firm/union pair i
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covers any employee in firm i, regardless of his’her union-membership status’. Yet, the
workers opting for a job in sector X can be ex ante grouped according to different
reservation wages. In particular, we assume that there exist two groups of workers: Ny
and Ng, with reservation wages wg and dwg ; wg >0; 1>d>0, respectively.
Prominent examples for Ny seem to be the economic migrants, as well as the aged and
long-term unemployed workers. They typically face lower opportunity costs of
employment, relative to “regular” (No) workers, and/or they may not be eligible to
receive the unemployment benefit. In order to find ajob anywhere a worker belonging
to the Ny group would then be willing to accept a wage, even lower than the
unemployment benefit (say wy ), equal to his’her disutility of work (dw, ). Hence it can
be reasonably addressed that the union’s i objective function is an idiosyncratic variant
of the Oswald’ s (1982) total rents formula,

U, = (Wy - Wr)Ng +(w, - dwg)Ny ;i=1, 2 (2)

Given the above union membership configuration, we posulate that the
employers beliefs regarding the relative productivity of workers belonging to any
particular group are [unlike in Arrow (1972)] unbiased. Henceforth, additional costs

[beyond C.(x) ] are implied in (1) whenever employment is not “balanced” across

groups. Following De Fontenay and Gans (2005) let specify those coststo be,®
a,[Ng - Ng12;i=1, 2 (normalized:q, © 1 q, ° q £ (>)1) ©)

Given the European Council Antidiscrimination Directives (particularly #78) the
sequence of events arising in this context is then seen to be as follows.

2 There is evidence that such an open shop scheme is sustained in a number of European
countries, like in Greece, France, and Spain (see eg., Hartog and Theeuwes [1992], Vlassis
[2003)).

% In the cited authors context, specification (3) implies that to the firms eyes distinct input
suppliers (workers with different reservation wages in our context) provide imperfect substitute

inputs.
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At stage one a benevolent policy maker operating under a balanced budget
handles a set of ordinary policy tools (e.g. taxes/subsidies) with the aim to combat wage
discrimination in the labour market of sector X. Regarding the choice of a particular
antidiscrimination policy, AdPx, where x  refers to a vector of taxes (or subsidies)
applying at the X sector’s level, our envisaged policy maker is driven by the following
lexicographic objective.

Q)
Activate any AdPx so long as it leads to non-discriminated wages across employees in

eachi firm

(1
Choose AdPy: max G (AdPx) = { DCS (AdPx) + DU (AdPy) + DPS (AdPx) - C(AdP, )}

Where, given the no policy status quo, the operator D refers to the X-sector specific-
derived differentials, regarding Consumer Surplus (CS), Union Rents (U) and Producer
Surplus (PS), in case that a particular AdPx is undertaken, and C(AdP, ) is a measure

of the policy’s costs.

At glage two decentralized wage bargains are conducted in each firm-union pair
i, whilst firm-specific employment decisions (to be materialized at stage three) are left
to each firm's discretion. Since prospective employees/union members are ex ante
differentiated regarding their reservation wages, our interest is at this stage focused on
whether firm-union decentralized bargaining will ex post deliver discriminatory (or
non-discriminatory) firm-specific wage contracts. Respectively whether wg; * wy; ,
OrWpj = Wgj = Wpgi. Will emerge in the (sub-game) equilibrium. Regarding how this

equilibrium is defined we must further clarify the following.

(i). If the policy maker’s choice (of AdPyx) at stage one is independent of the realization

of wgi T Wy (Oor Wg =Wy =Wpg) @ stage two, then both the type of contract and the

wage rate(s) will simultaneously be determined through parallel firm-union bargains.
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(if). If however the policy maker's choice is contingent upon the type of contract
emerging at sage two, then, prior to wage bargaining, each firm/union pair i will
independent from firm/union pair j * i =1,2, decide whether to bargain over a single
(Wpgi ) or adiscriminatory (wg; * wg;) wage scheme, given AdPx in either instance;

thus stage two will in this case be effectively comprised of two sub-stages without
delay.’

At stage three firms simultaneously and independently adjust their
employment/output levels.

6.3 Endogenous Wage Discrimination

Solving the game by backwards induction, at stage three each firmi adjusts its

output (x;) so that to maximize its own profits, for any level (x;.,.,,) of therival firm's

output, given the firm-specific wage scheme resulting from stage two, and AdPx
v f 1 (=)0 resulting from the first stage.®

Assume for the moment that f. =0, Then,
given X (° Xoi + Xgi) =Ki[Ngi +Ngi] ; i=12, and considering (3), the sub-game
equilibrium is a this stage defined by the vectors (Xg1,X47), (Xo2,Xd2), Which

respectively maximize (1.1), (1.2), below.

Pq ={[@- (Xo1 *Xdq) - (Xo2 *+ Xd2)](Xo1 *+ Xd1)

- [Xo1(Wop /K) + Xg (W / K)] - Q[(Xo1/K) - (Xg1/K)]%} (L1

* Of course, if the union possesses all the power over the firm-specific wage bargain (monopoly
union) then prior to wage setting the union will unilaterally decide whether or not opt for a

discriminatory wage contract.
® Where f; stands for a vector of firm-specific taxes, or subsidies, and f; * 0 meansthat at least

one of its elements is different than zero.
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P2 ={[@- (Xo2 +*Xd5) - (Xo1 + Xq1)] (%02 *+ Xg2)

- [X02Wo2 *+ Xd2Wa 2] - [(Xo2 - Xd2]°} (1.2

The f.0.cs deliver the following group-specific employment [output] rules of firms i
(=1, 2), in the absence of an active antidiscrimination policy.

Noz = [1/ K] Sxgr( = 2 (Wo2 * Waz) - 4((Wo * wzdj)/zk)- (3K/20)(oy - Wa), 0
e u
(4.1.1)

Nan = [1/ K] Sxga( = 2 (Woz + Wa2) 4((wO1+w2di)/2k)+(3k/2q)(wO1- Wiy, 0
e u
(4.1.2)

é 4+ 2((Wpg +Wgp)/K) - (Twgo +Wgo), U

Noz = Sxa(= ((woy +Wg1)/K) - (TWop dZ)}L’n (4.2.1)
& 24 u
é 4+ 2((Wpg +Wgp)/K) - (Twgo +wWgo), U

Ndzzgxdz{: ((woy d1)24) (7wg2 02)}8 (422)

The focs can be aso aranged as a regular system of reaction

functions, x;(j) = Ri(j) (Xi(j)). given the unit cost of production [average over efficient

unitsof Ng;, Ngj] of eachi (=1, 2) firm[e.g., (w, +w,)/2k)].

Xo1 +Xd1 =[1- (Xo2 +Xg2) - (Wog +Wq1)/2K]/ 2 (5.1

Xo2 *+ Xg2 =[1- (X1 + Xg1) - (W2 +Wqy2)/2]/2 (5.2

Hence, the following total output rules of firmsi (=1, 2) are derived in the sub-game

equilibrium.®

® Note that the total output (and hence employment) levels are independent of gj; whilst, as
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Xo1 + Xq1 ={1+[(Wo2 +Wq2)/2] - [(Wop +Wq1) /K]}/3 (6.1)
X0z + Xd2 ={1+[(Woy +Wq1)/ 2K] - (Wop +Wg2)}/3 (6.2)

Consider next stage two. Given that firms i (=1, 2) will (a): independently
choose their output levels according to (6.1)-(6.2), (b): independently allocate
[according to (4.1.1)-(4.2.2)] firm-specific employment across the different reservation

wage groups, each firm/union pair i (* j =1,2) isseen to bargain over the firm-specific

wage contract [ wg; , Wg;i ] S0 as (typically) maximize the (Generalized Nash) product B;.
ST (W Wins W W TPTR : (Wi Wins W e Y17 D)
Bi ={[U; (Woi,Woj,Wgi, Wgj)] [Pi(Woi,Woj, Wgi, W )] } (7)

Where, b: 0<b£1, stands for the union bargaining power over the wage, assumed to

be symmetric across unions.

Let here first address the case where unions possess all the power over the wage

bargain (e.g., b=1; monopoly unions). From the focs of B w.r.tw,,w, the following-as

proves discriminatory- wage contracts are then derived in the equilibrium.

Wy, ={20Kk +[(31+d) + 4k[1+ d]]w,} / 60 (8.1)
w,, ={20K +[(1+31d) + 4k[1+ d]]w,} / 60 (8.2)
Wy, ={20k +[(31k + 4) + d[4 + K]]w,} / 60K (8.3)

expected, (5.1)-(5.2) imply that the firm-specific unit (labour) costs are strategic complements

for firm/union pairsi.
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w,, ={20k +[(k +4) + d(4 + 31k)]w,} / 60k (8.4)

Where,
[Woi - Wgi] =[(1- d)wg]/2 (9.1)
[Woedy1 - Word)2] ={(k - D[Sk + (1+d)[1+K]wr]} /15K (9.2)

Let aso in this instance consistently address firm-specific non-discriminatory wage
contracts. That is, imposing in (7) the restrictionwg =Wy = Wpgi;i =12, let for the
moment assume that unions, somehow voluntarily, set non-discriminatory wages in

each firm/union pair. From the foc) of B, w.r.twyg; it then turns out that,
Wigi ={[5K; +(1+d)(4+k)wr]/15} = (W +wgi)/21 =12 (10)

As previously shown however such contracts are sub-optimal for both
(monopoly) unions.  Whilst, by substituting (10) through (4.1.1)-(4.2.2)
intoC;j (x;) + (3), it further proves that,

Ci (Wngi ; Wng; ) - {Ci (Woi , Wi ; Woj Wy ) + (3} =[(A- d)?wr?]/64q; ;i j=12 (11)

Note now that, since under the considered restriction, Ngi = Ngi, no additional costs
(arising from “unbalancing” production across the Noi, Ng groups of employees) are
incurred to firms i. On the contrary, as it can be checked from (4.1.1)-(4.2.2), given
(9.1)-(9.2), it proves that Noi<Ng’ and, therefore, (3) entails positive such costs in the
equilibrium.  Despite that, nonetheless, (11) displays a positive value for all
1>d>0,wg >0, 0<gq. £(>)1, interestingly suggesting that wage discrimination

lowers the total labour costs of firm i, relative to the case of a non-discriminatory wage
contract. At the same time (10) clearly dictates that the latter occurs with no change in
the firms’ unit cost of production. Therefore firms achieve lower total costs without [as

"Actualy, N, - N ={(d - Dkw, /8q}, foral 1>d >0,wg >0, 0<q £ (>)L.
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(5.1)-(5.2) undoubtedly imply] changing their total employment/output levels (see,
Appendix A).® Lemma 1 summarizes.

Lemma 1. If, in the absence of an active antidiscrimination policy, b=1, then: (i)
Discriminatory firm-specific wage contracts wg; > Wg; : [Wg; - Wg ] =[(1- d)wg]/ 2,
emerge in firm/union pair i=1, 2 in the equilibrium. (ii) The ensuing firm-specific
output and employment levels [total costs] are however invariant [lower] relative to
the (sub-optimal) non-discriminatory firm-specific wage contracts

Woi = Wgi = Wngi : Wngi = (Woj +Wg; )/ 2.

Let second address the case where0 < b <1. Unfortunately under effective firm-

union bargaining we are unable to get analytical solutions forw,, , w, .We have thus to

recur to simulations on a fine grid of our parameter space. By that means it however
interestingly turns out that there exist [b; d, wy ] configurations such that non-
discriminatory firm-specific wage contracts may emerge in the sub-game equilibrium.
For that, the unions' bargaining power over the wage should nonetheless be sufficiently
low. As an illugtration, considering that wg =0.01 and d=0.5 the focs of
Bi(=1), W.r.t, Wo1, Wqp, are both found to be satisfied forwg; © Wgq © Wpgq © 0.1, if b

=0.35(° b) (see, Appendix B). The result is analogous for firm/union pair 2. Lemma 2

summarizes.

8 Of course, each firm would also achieve a lower unit cost, and hence increase its

employment/output level in the equilibrium, if it could ex-post remunerate each one of its
employees with w;; (<w,; ). However, thisis not an option for any firm. In such an event, asiit

can be readily checked, union rents would be worsened even relative to the non-discrimination

case. Union i, being the unique input supplier for firm i, by virtue of its monopoly power over
the wage would then credibly switch tow,, =w, =W, , which as shown is cost-inefficient for

firmsi in comparison to the discriminatory wage contract.
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Lemma 2: If, in the absence of an active antidiscrimination policy, the union power
over the wage bargain is sufficiently low (b=b), then there exist [b; d, wy ]
configurations such that non-discriminatory firm-specific wage contracts may emerge

infirm/union pair i=1, 2 in the equilibrium.

Lemmas 1 and 2 subsequently establish Proposition 1.

Proposition 1: (i) If, in the absence of an active antidiscrimination policy, unions are
powerful enough over the wage bargain (e.g., [b>b; d, wy]), then firm-specific
discriminatory wage contracts wg; * Wi : Ngi * Ngj, emerge in firm/union pair i=1,
2, in the equilibrium. (ii) In the case of monopoly unions (e.g., if b=1>b), in
particular ,wg; > Wg; : Ngj < Ng; in the equilibrium. Moreover, relative to the (sub-
optimal for unions i) non-discriminatory firm-specific wage contracts
Wgj =Wgi =Wpngi - Ngi = Ngi, the profits of each i firm (also) increase in the

equilibrium.

The intuition of our findings so far is as follows. In the absence of an active
antidiscrimination policy unions have an incentive to opt for discriminatory firm-
specific wage contracts during wage negotiations. The reason is that each union, driven
by its utilitarian objective, by doing so internalizes the effect of the exogenous factor d
(which ex ante differentiates reservation wages) so that the remuneration of each one of
its members to equally contribute to the union’s total rents. Of course, given the
distribution of bargaining power over the wage among the union and its firm, this
would be beneficiary to the union so long as the emerging equilibrium under a
discriminatory wage contract entails high enough total rents relative to the case of a
non-discriminatory wage contract. Here we have seen that, when union power is the
maximum possible (e.g., in the case of monopoly unions), discriminatory wage
contracts, relative to non-discriminatory ones, entail no change in employment levels.
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Hence, and since at the same time the union unilaterally decides about the firm-specific
wage contract, wage discrimination emerges in both firm/union pairs in the equilibrium.

As regards firms, they face additional (e.g., beyond production) costs whenever
their production plans are due to wage discrimination unevenly allocated across
employment units. Whist, on the other hand, the reallocation of employment brought by
wage discrimination lowers their total production (labour) costs. Therefore, whenever
union power over the wage bargain (e.g., the unit labour cost of production) is ceteris
paribus low enough, the latter [former] effect is of a second [first] order regarding
firm's profitability; at the same time, the firm possesses high enough power (weight),
relative to the union, regarding the distribution of the firm-specific total surplus, among
the firm and its union, in the equilibrium. Hence, whenever union power is low enough,

non discriminatory wage contracts may endogenously emerge in each firm/union pair.
6.4 Antidiscrimination Policy under M onopoly Unions

Let us now consider antidiscrimination policy in the tractable case of monopoly
unions. In our context that is to search for the equilibrium AdPy v f 1 O at stage one,

according to the policy maker’s lexicographic objective I-11. Policy options are seen to
be as follows.

4.1. Let f; °§, >0 be a vector of firm-specific taxes, in the form of wage

penalties per unit of Ny employment, announced at stage one, to be imposed to
employers i=1, 2 whenever they accommodate the discriminatory wage scheme, and
only then. Assume that the candidate equilibrium at stage two is non-discrimination in

each firm/union pair i, in which event f; © f; =0. Recalling that under the considered

policy instance each union should, prior to wage setting, unilaterally (and independent
from union j) decide on the type of firm-specific wage contract [see e.g., stage two (ii)],
let address a deviation from non-discrimination on the part of unioni. In such an event,
the union considers that in the continuation of the game its own firm’ s profits become,

Pi(ti) ={[1- (Xoi +Xdj)- (Xoj +Xgj)]( Xoi *+Xq;) - [Xai (Woi /K; ) + Xgi (Wi +1)/ k)]
-0y [(%o1/Ki) - (xa1/ki)]%} (12)
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Whilst, the profits of firm j* i =12 [like aso the profits of firm i in the candidate

equilibrium] are,

Pt ={11- (oigjp + Xdipjp) - Cojip + X Xojpip + Xdifi))

- [(Xojri7 * Xdifi)) Wnaigi] / Kjrip1} (13)

By virtue of (12) and (13) stages three and two can subsequently deliver the
[ woi (t),wgi (6)]1 P [Ngi(tj),Ngi ;)] ;i j=12 values, under the considered
deviation. Also, the [ Wygi] P [Ng + Ngi]l ; 1 =12 values in the candidate non-
discriminatory equilibrium can be similarly derived. Substituting analogously into (2)
the union'si* j =12 rent differential obtained from deviation to firm-specific wage

discrimination can be then defined as,
Ui o U; (woi (t), e (t )i Wigj ) = Ui (Wi ; Wngj ) (14

Let next [tl*,tz*] be the roots ofUiOI =0 securing interior solutions for al our
variables (see, Appendix C). Upon their announcement at dage one, e.qg.,
whenever ;" ° § =[t; ,t, ], unionsi(=12) would in turn [by virtue of (14)] be
deterred to discriminate firm-specific wages at sage two. The reasoning is as follows.

If after the [tl* ,tz*] announcement firms i would go on with the discriminatory

wage contract, they would decrease (increase) Ng (Noi) according to their group-
specific employment/ output rules. At the same time, however, as it can be easily
checked their total employment/output levels would decrease. Unions i, on the other

hand, would decrease (increase) w,; (W, ) so that to adjust their discriminatory wage
contracts to the tjx j=1 ) -brought distortion in the structure of firm-specific labour
demand. Yet, though this adjustment in the structure of wages is ceteris paribus
consistent with their utilitarian objective, if tjx j=12) is high enough [eg., equal
tot*i(l j=1,2)] both unions would be willing to trade out wg; (t;) * wy; (tj) for higher

firm-specific employment. The latter is ensuing when tj. j=12) =0, for which

149



nonetheless the policy’s requirement is that unions set non-discriminatory firm-specific
wage rates in the equilibrium.

Turning to the policy maker’s choice at stage one, the announcement of t'i* will

however according to criterion 11 definitely entail a net loss in social welfare in the
equilibrium. The reason being that, even if we ignore any costs associated with
monitoring and detecting (and thus be able to penalize) discrimination, from Lemma
1(ii) and Proposition 1(ii) it is clearly evident that, under this policy (see, Appendix
D)’

DCS(f")=0,DU (f;") <0, DPS(f;") <0
b G[AdPy _¢-]<0 (11.2)
42. Let f,°5 be a vector of firm-specific subsidies per unit of Ng

employment, which is announced at stage one to be issued to employers i=1, 2
whatever is the configuration of their firm-specific wage contract. Then, the firm-

specific sj(=12) values sufficient to sustain non-discrimination in the equilibrium are

derived by simply repeating our backwards induction algorithm, given that the i firms’
profit schedules under this policy become,

P, ={@- X5 - Xy; - Xj)(XOi +Xg) = [Xo (W 7K )+ Xg (W5 - s )7k

(15)
- g [(xoi ki) - (Xqi /i )%}

It thus proves that, if §i*(° S) =[s,s];s=(1- d)wgr, (see, Appendix E) then the
following non-discriminatory firm-specific wage contracts would arise in the

equilibrium.

Wo1(5) = Wg (5) = Wog (5) = {10k + [15-+ d[1+ 4K]]wi} / 30 (16.1)

° Note that policy 4.1 incurs no costs other than the ignored ones. Hence, C[AdPy _;-]=0.
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Woa () = W2 () = Wng2(5) ={10K +[4d + K[15+ d]]wg} / 30K (16.2)

The reasoning of the above finding is straightforward. Under the subsidization
of Ngi-employment firms would independently increase (decrease) their demand for Ny
(Noi) according to their optimal employment/output rules. Unions would in turn
optimally adjust firm-specific wages, by increasing (decreasing) w, (w, ), and it
proves that this adjustment runs all the way up to non-discrimination among w,
andw , if§(° S) =[s,s];s=(1- d)wg. In the latter instance, the gain in firm-specific
total employment and, hence, in each union’stotal rents is maximum.

Turning to the policy maker’s choice, at stage one, criterion |1 is subsequently
defined as,

G(AdP, _..,) = DCS((- d)wg) +DU((1- d)wg)+

DPS((1- d)wg)- C(AdP_ ¢ o)) (17)

Where, like in 4.1 ignoring any further costs, here associated with monitoring and

detecting the fraction of employees eligible to the subsidy [say +C(AdP,_ (s S))], the

total costs of the subsidization policy are defined as,

2
C(AdP=(s ) =[(- DIWRI[A Nej (Wngi ()] (18)
i=1

For al permissible [k, 6, d] it can be then checked that,

WR £ WRe
Wi = . 640K[ 7 - 2K] .
[(3093d +1451)k“ - 64(114d + 23)k +1856(3d +1)] + 405k “[(1- d)/q][8k - 9]
o)
G(AdPX:(S,S)) 30 (1.2
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The interpretation of condition (I1.2) is quite simple. Under the de facto
subsidization of Ng-employment, in the emerging non-discriminatory equilibrium total
employment and output will increase relative to the no policy/wage discrimination
status quo. Henceforth, producer and consumer surpluses will be similarly higher. Of
course, since under this policy both unions are seen to optimally set non-discriminatory
wages, total union rents will as well increase in the equilibrium. Therefore, for the
subsidization policy not to induce a net loss in social welfare the total subsidization

costs [which are increasing with the upper bound of the reservation wage(wg)] must

be sufficiently low (see, Appendix F).

Our findings regarding antidiscrimination policy are now establishing
Proposition 2.

Proposition 2: (i) To combat wage discrimination, a benevolent policy maker

operating under a balanced budget may alternatively, (a) Announce a vector of firm-
specific taxes t'i*,per unit of Ng employment, to be imposed to firms i=1, 2, whenever
they apply the discriminatory wage scheme, (b) Issue to firms i=1, 2, a uniform
subsidys = (1- d)w,, per unit of Ny employment, whatever is their firm-specific wage
configuration. (ii) Both policies result to non-discriminatory wage rates in the
equilibrium. However, if the upper bound of the reservation wage is sufficiently low

(e.g., ifwg £ wWre), the latter policy is superior to the former on efficiency grounds.®

191t can be easily seen that, qualitatively, Proposition 2(ii) remains robust even if we allow for
any (typically negligible) “excess loss of finance” of the subsidization policy. The sameis true

if we also allow for any + C(AdPXZ(s S)) ; the latter costs are presumably not higher than the

costs of detecting discrimination.
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6.5 Conclusions

In this paper we have developed a union-oligopoly sectoral framework
reasoning wage discrimination among equally-skilled workers, a phenomenon that
apart from elsewhere is often observed in the heavily unionized European labour
markets. Under quite regular assumptions regarding union behavior we have shown
that, in the absence of an active antidiscrimination policy, wage discrimination is
emerging as an implicit equilibrium arrangement among firms and unions. Four key
elements are necessary for that. First, the equally skilled workers must be ex ante
differentiated (grouped) according to different reservation wages. Second, unions must
effectively embody all kinds (different reservation wage groups) of equally skilled
workers. Third, collective bargaining must be decentralized at the firm level. Forth, the
union power over the wage bargain must be sufficiently high.

Apart for the union power, there is adequate evidence that the above elements
are often met in our reference sector(s). While the open shop union scheme is
effectively sustained (recall footnote 4), firm-specific collective agreements are taking
place in many European labour markets (see, eg., Hartog and Theeuwes [1992]).
Moreover, given the European migrant experience over the last decades, it is rather
unlikely reservation wages to be uniform, even at the firm level.

Our analysis, though stylized, turns to be robust along a number of dimensions.
First, qualitatively similar results would be obtained if we ignore for technological
asymmetries among firms, consider product differentiation, or extent the analysis to the
n (>2)-firm Cournot oligopoly, and thus subsequently consider the case of perfect
competition. Regarding the mode of competition in the product market, moreover, the
properties of total cost sub-additivity and unit cost invariance which are found to
accompany wage discrimination imply that the latter would also emerge under Bertrand
competition. On the other hand, depending on the relative weights assigned to the rents
of each reservation wage group of workers, unions may <till opt for wage
discrimination even if we allow for amore “egalitarian” union objective function.

As it comes to our considered antidiscrimination policies, under monopoly
unions, we propose that wage discrimination can be fought without that necessarily
ensuing loss in social welfare. In particular, our findings imply that a penalization
policy to deter wage discrimination, like the one we have considered, would always be
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unpopular to the policy makers.™ Yet, on the other hand we have shown that a
subsidization policy would entail a net welfare gain provided that its costs are
sufficiently low. Hence, our analysis further implies that the European Union
antidiscrimination directives may in fact prove to be effective, on both egalitarian and
efficiency grounds, insofar as they are escorted by a financial assistance scheme to
policy makers covering at least a part of the total subsidization costs, including the sunk
ones of setting up the monitoring system.

" Our conjecture is that even if the policy makers objective is altered so as to capture political
economy considerations, such a policy would still prove to incur a loss to them: Simply
because the unions and the firms would definitely oppose it, while consumers would rather be

indifferent.
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Appendix A

In the absence of an active antidiscrimination policy, unions will opt for the

discriminatory wage contract, for all 1>d >0,wg >0, 0<q £ (>)1.

Ui(Wndi;Wndj) - {U; (Wi , Wy » Woj ’de)} =

_ 784(d +1)*qw} - 448(d +Dkawy (5 + Wy, + dwy) + k*{675(d +1)*)wZ + 64q (5 + Wy, + dwy )’}

- 21600k g )
{10k +(d +D(2k - IW}? _ (d- D2wy

) 1350k> 3y

j1i=12

Firms accommodate such discriminatory wage because they enjoy higher profits, for all
1>d>0,wg >0, 0<q £ (>)1.

Pi(Wndi;Wndj)' {P(wy, » Wi » Woj ’de)} =

_ 6400k°q +1280(d +1)K(2K - 7)qw +{2025(d - 1)°k* +64(d +1)°(7- 2K)*q}wy

- 129600k q

(10k +(d +D(2k- 7)we)® _ (d- Dwp i1
2025k 2 64q

Firms' profits increase despite that their market shares remain invariant, because their
total costs become sub-additive in N, and N via the discriminatory wage scheme.

This, let us call it “diseconomies of scope” feature of wage discrimination, is explicitly
portrayed in the following (firm-specific) cos differentials.

C (Wi Wndj) - {Ci (Wi, Wy 5 Wo; ’de) +(3} =

_ 3200k’q +320(d + Dk (4k +Daw,, +{- 675(d - 1)°k* +64(d +1)*(k + 4)(2k - 7)q} w3
- 43200k )
(5k + (d +1)(L+ 4k)w, )(- 10k + (L+d)(7k - 2w, _ (d - D)?w,

675k> T 64

In the background, equation (11) is obtained since firms driven by the differentials in
group-specific wage rates reallocate their group-specific employment levels so that,
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Appendix B

Assuming that wg=0.01 and d=0.5 the focs of Bj(=g), W.r.t, woq, Wyy, are both found to

be satisfied for wo; © Wy © Wngy © 0.1, if b=0.35(° b).

85, s
B
‘ b
1 !
0.z 0.4 Y 0.
N b
L

Assuming next that wg =0.02 and d=0.6 the focs of Bj(=y), W.r.t,wpg, Wyy, are both

found to be satisfied for Wo1 ° W1 ° Whd1 °©0.1,ifb 20.21(0 l_))
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Assuming also that Wk =0.09 and d=0.9 the focs of Bj=y), w.r.t,wpg, Wyy, are both

found to be satisfied for wp; © Wyq © Wngp © 0.1, if b =0.07(° b).
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For completeness, we show the three cases simultaneously. It is rather clear that non-
discriminatory firm-specific wage contracts do emerge in the sub-game equilibrium if
unions' bargaining power over the wage is sufficiently low.
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Appendix C

The rent differentials obtained from deviation to firm-specific wage discrimination can
be then defined as,
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Uid ° Ui(WOi (ti)!Wdi (ti);Wndj)' Ui(Wndi;Wndj) °
° t,(675k” + 784q) + 675(d - 1)°k*W} +
+2t {675(d - 1)k>w, + 784(d +1)qw,, - 224kq (5 + W, + dw, )}

Ujd ° Uj(Wndi;WOj(tj)’Wdij (tj))- Uj(Wndi;Wndj) °

° - 448, (d - 1wy, + k{14592 + 675(d - 1)*W? + (218w, - 2240 + 2918dw,.}

Let next [tl*,tz*] be the roots ofUiOI =0 securing interior solutions for all our

variables,

1
1350k % +1568]
+./- 2700(d - 1) 2k?(675k? + 784q) W2 +{1350(d - 1)k 2w, +1568(d +1)qw,, - 448kq (5+Wp +dw,)} 2]

*
1

[1350(d - D)k*w,, +1568(d +1)qwy, - 448Kkq (5+ W, +dw,) +

448w, (d +1) + k{2240 - 2(109+1459)w,} - |- 3939300(d - 1)2k>WZ +{- 448(d + 1w, - 2240k + (218 + 2918d)w;,)’}
B 2018k

t,*

Appendix D

For instance, for all for k=101, q =0.5, d ={0.13} and w; ={0.01,0.3, it is found
that deviations,

2 2
DU(AdPx= f*):{a_. U (W (1), Wyp (8): Wig2) = @ Uy (Wit Wig2) <O

i=1 i=1
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Appendix E

The s value(s) needed to induce non-discrimination are derived by simply repeating

the algorithm,
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_(s+(d+Dwy)?

32

Ui (Wol-s’Wdl-s;WndZ) - Ui (Wndl-s;WndZ-s)

The s-roots of the above differential securing interior solutions, are then found to be

respectively the following.

@- d)wg;i =12,

$°s

(- d)w, both unions will have no incentive to independently deviate

Hence, if s

from non-discrimination.

Appendix F

{0.11} and w, ={0.01,0.1}, it is found

1.01,q =05, d =

For instance, for all for k

DCS(AdP, =- (1- d)w,)

that deviations,

2

2

{é. X (Wndl-s!WndZ-s))z . é. X (W01!Wd1!W02’Wd2))2}/2 >0

1

=1
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DU(AdP, =-(1- d)w,)
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Chapter 7
Corporate Social Responshbility and Wage Discrimination in Unionized
Oligopoly *

7.1 Introduction

The European economy has recently experienced a rapid growth of interest in
the exertion and the implications of corporate social responsibility (csr) in the labour
market. Perhaps because, according to the public stereotyping, workers are thought to
be among the key stakeholders in any firm, and there is evidence on the increasing
importance which consumers attach to companies who demonstrate their social
responsibility by practically recognizing it. These are some of the key findings of the
European Business Test Panel (EBTP [2005]) survey which examines the businesses
case for diversity and their benefits across European Union (25). The vast majority
(0.830) agreed that diversity initiating had a positive impact on their business. While,
amajor benefit of diversity, receiving a score 0.380, is its ability to enhance a firm’s
reputation and image, and its standing within local communities. At the same time,
and in particular, the higher participation of ethnic minorities, the elderly, and people
with disabilities in the labour market, challenge firms to adopt diversity and
antidiscriminatory schemes, while an increasing number of firms are indeed doing
s0.2 Not necessarily for ethical and legal reasons, but rather for the economic benefits
which such policies are expected to deliver.

Turning to the ingtitutions, the European Union in fact seems to be ahead of

those trends by issuing, since 2000, the antidiscrimination Employment Directive

!This study could not have been made without M. Vlassis — Associate Professor of
Economics at the University of Crete - constructive help and feedback. Also, | am grateful to
E. Perakis — Professor of Economics at the University of Crete. | have benefited from
comments and suggestions made during the presentations of an earlier version of this paper at
the CORE 2007 Conference on 2The Potential of Corporate Social Responsibility to Support
the Implementation of the European Union Sustainability Strategy?, held in Milan, Italy.
“Based on the EBTP (2005) survey, just under half (0.480) of all businesses responding are
actively engaged in promoting workplace diversity and anti-discrimination.

®For many firms legal compliance is a crucia reason for adopting anti-discriminatory
policies. Yet, the driven incentive is the desired outcome (EBTP [2005]).
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(see, Chapter Three) establishing the principle of diversity and non-discrimination.
While, according to the resolutions of the World Summit on Sustainable
Development (2002), a “partnership between firms, government, and civilians’ has
considered to be the key to progress on international sustainable development. Firms
have therefore been assigned a two-fold role in enabling the society to reap the
benefits of globalization: To exert (corporate) social responsibility regarding ethnic or
other minorities in the labour market and also report that responsibility.

It thus seems that exerting (and informing the public about) csr in the labour
market, as well as elsewhere, should today be amongst the firms' priorities. While,
apart from setting up minimum legal standards for the minorities, the role of policy
makers should in turn be to raise the public awareness on the benefits which such a
firms' proactive approach can bring to the society.

The scope of this study is to explore, along the previous lines, the case(s) of
equality versus discrimination in the labour market, with a view to assess the factors
and policies addressing either instance. In particular, and given the European Union
Antidiscrimination Employment Directive, our focus is on aspects of pay
discrimination. To this end, the empirical evidence provides a strong indication that
discriminatory treatment, as in particular regards ethnic minority groups and
economic migrants in Europe, is still significant, and it might be related with other
than productivity factors (see, Chapter Four).

The theoretical foundations of labour market discrimination go back to the
seminal papers of Becker, and Arrow (see, Chapter One). Briefly, in Becker’s (1957)
approach, discrimination arises from “a taste for discrimination” against minority
workers on the part of employers, while in Arrow’ s (1972) “statistical discrimination”
hypothesis, it results from the employers' uncertainty about the individual quality of
workers, which is biased against minority workers. In this study, while we maintain
uncertainty, yet unbiased, on the part of employers, we clearly abstain from any taste
to discriminate on the part of anyone and against anybody.

In a context of union-oligopoly decentralized bargaining we propose that
wage discrimination among equally-skilled workers may endogenously emerge as
long as workers can be ex ante grouped according to their reservation wages (see,
Chapter six). On the other hand nonetheless consumers may ceteris paribus attach
higher valuation to the product of a firm which exerts csr by not discriminating in pay
against anyone of its employees; of course, 0 long as they are informed about that.
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Hence, though wage discrimination seems to be the unions optimal choice whenever
consumers are ignorant and/or they do not care about non-discrimination in wages,
firms may independently achieve higher profits by strategically opting for non-
discrimination in wages and advertising it as an exertion of csr. If, by doing so, they
can vertically differentiate their product enough to compensate for both the csr-
advertisement costs and the higher unit costs of production which non-discrimination
relative to discrimination entails. Such an option of strategic csr on the part of firms
may in turn prove to be compatible with the unions’ best interest, as well, if the
consumers valuation of non-discrimination is sufficiently high.

If not, we subsequently propose that in order to deter wage discrimination a
policy maker should instead of firms undertake csr-advertisement in the event of non-
discrimination in wages. Y et, such an antidiscrimination policy would always entail a
net loss in social welfare.

The rest of the paper is organized as follows. In section 2 we develop our
structural model envisaging a unionized industrial sector where two firms producing
ex-ante horizontally differentiated goods compete a la Cournot. Both firms may as
well differentiate ex-post their products, vertically, in the event of firm-specific csr/
non-discrimination in wages. Under decentralized union-oligopoly bargaining, and in
the presence of ex-ante grouping of the sector’'s workers according to different
reservation wages, the postulated sequence of events is subsequently explained.
Solving that game in section 3 we show that, and reason why, in the absence of an
active anti-discrimination policy non-discrimination in pay may (or may not)
endogenously emerge. Based upon these findings, in section 4 we propose a public
csr- advertisement policy to deter wage discrimination, with an explicit view of its
welfare effects. Our findings are conclusively evaluated in Section 5.

7.2 TheModd

The product market of our reference industrial sector X consists of two
unionized firms which compete a la Cournot in differentiated goods. We assume that
each firm produces with constant returns to scale in only the labour input, given that
the deployed capital input is always sufficient to produce the good. Specifically, the

production function of each firmisx; = k; N; ; I =1,2, where x denotes output, N; is
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the number of equally-skilled employees of firm i, and k is the productivity of
labour in firm i. Restricting our analysis to firms with equally efficient production
technologies we moreover normalizek; =1.

The population of consumers in our envisaged product market is comprised of

individuals with identical tastes. All of them, perceiving csr exerted by any firm as an
improvement in the quality of the firm's product. Let this improvement be of a

measureh| A ™ whenever in particular the firm does not discriminate wages across
its employees.

Of course, such a perception for quality improvement materializes only so
long as consumers are being informed about that. Let hence s 1 [0] be a measure of
the information received by the representative consumer about non-discrimination in
wages on the part of firmi. Equivalently, s measures the probability with which the
representative consumer will receive information about the latter event. Then, likein
Hackner (2000), Garella and Petrakis (2005), our postulated preferences specification
combines (possible) vertical differentiation with standard [a la Dixit (1979)]
horizontal/brand differentiation. In particular, the utility function of the representative

consumer in sector X is given by,
u(xi, x;,my=(1+hs;)x +(@+hs;)x; - (x> +xF - 2g9x;)/2+m (1)

Where X ;11 ] =12, sands for the quantity of the good/brand i bought by the

representative consumer, m is the respective quantity of a composite good (produced
by the rest of the economy and sold at a price which is normalized to unity), and

gl (0,) is ameasure of substitutability among brands in sector X*. Note that, only

ifs; >0, h enters in the representative consumer’s utility function additively, thus

implying a vertical shift (of ameasurehs; | A +) in her demand function for brand i.

*1f y—0 these brands are regarded as (almost) unrdated whereas y —1corresponds to the

case of (almost) homogeneous goods/brands.
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Normalizing the population of consumers to unity, the maximization of (1)

w.rt. [ Xg,, Xy, m], subject to the representative consumer’s budget constraint,

subsequently delivers the inverse demand function for brand/firmi,
P =1+ths - X -0 jri=12 )

Note now that s effectively stands for the percentage of the total consumer

population which are informed about the exertion of csr by firm i, whenever the latter
firm does not discriminate wages. Informing consumers about csr/wage non
discrimination is however cosly. Hence, for vertical differentiation to be
materialized, a csr-advertisement cost must be incurred by firm i (or by someone
else), whenever this firm does not discriminate wages. > Assuming that the
advertisement technology subjects to decreasing returns let this cost be,

Cl = %sz s 1[0 . 3

Hence, the following profit formula arises for firm;i 1 | =1,2 in sector X.
Pi=(+hs - x - gxj)% - Ci(x)- C” (4)

Where C; (%) =C;(N;) stands for the production/labour costs of firm

i(=1,2),andC*3 0if s 2 0P hs1[0A"]).°
Turning our attention to the structure and conditions of the labour market in
sector X, we assume, alike Chapter Six that the (presumably) equally-skilled workers

who find ajob within each | firm are by default organized in to the firm’s trade union.

® Verification of firm-specific csr/ wage non-discrimination can be assured if the particular
firm (or someone else) del egates the relevant information processing to an independent agent,
for instance to an advertisement company, with established credibility.

% In case of coursethe firmi, and not someone else, undertakes csr-advertisement.
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Hence, the union’s i objective function can be reasonably addressed as the following
idiosyncratic variant of the Oswald’ s (1982) total rents formula

U; = (Wgi - WR)Ng +(Wg - dwg)Ngy ;i =12 (4)

On the other hand, given the above union membership configuration and assuming
that employers are [unlike in Arrow (1972)] unbiased about the relative productivity
of workers belonging to various groups, additional costs are implied in (2) whenever
employment is not “balanced” among groups. Following De Fontenay and Gans
(2005) let specify those coststo be’,

2.
[N - NG171=12 ®)

Where q. isnormalized: g ° g £ (>)L. a, °1.

Given the European Council Antidiscrimination Directives (particularly #78), the
sequence of events (see Fig.1) arising in the above context is then as follows.

At stage one a benevolent policy maker, operating under balanced budget, handles a

policy instrument (g) with the aim to combat wage discrimination in the labor

market of sector X. The policy maker is driven by the following lexicographic
objective.

o Activates the policy instrument (eg.,g* 0) so long as it is necessary and

sufficient to induce non-discrimination in wages across employees, in each i firm, in

the equilibrium.

"In the cited authors context this specification implies that, to the eyes of firms, distinct
input suppliers (workers with different reservation wages in our context) provide imperfect

substitute inputs.
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oo Chooses the value of the policy instrument so as to maximize (minimize) the
following gain (loss) function:

G(9) ° DSW,,, ® DCS(g) + DU(g) + DP(g) - C(9) (6)

Where, given the no-policy status quo, the operator D refers to the X-sector-specific
derived differential in social welfare (SWV,.,) in casethat g O, relative to the case

where g =0. This differential, as typical, consists of similar differentials in
Consumer Surplus (CS), Union Rents (U), and Profits (PS), and C(Q) isa measure

of the g O ensuing costs.

At stage two decentralized wage bargains are conducted in each firm-union pair i,
whilst firm-specific employment decisions are left to each firm’s discretion. Given
that the prospective employees/union members are ex ante differentiated regarding
their reservation wages, our interest is at this stage focused on whether firm-union
bargaining will ex post deliver discriminatory (D) or non-discriminatory (ND) firm-
specific wage rates. Respectively that is, whether w, * w, orw, =w, =Ww,, inthe

(sub-game) equilibrium. We moreover assume that each union i, possesses all the
power over the firm-specific wage bargain (monopoly union).

At stage three, if the firm-specific wage contract is non-discriminatory (e.g.,

ND; w, =w, =W, ), each i firm chooses s I [01] , optimally, so as in the
continuation of the game adequately advertise non-discrimination in firm-specific

wages as an exertion of firm-specific csr;. Otherwise (e.g., D;w, * wy ), firmi by

default sets 5, = 0.

At sage four al firms simultaneously and independently adjust their

employment/output levels.®

® Note that, as it will be explicitly addressed later on, in case that under the no policy status
quo S =0 emerges at stage three, our postulated PM’s objective dictates that, if g1 O,
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Stage one

PM

Stage two

\ ‘?0/
0 Competition with
g#0; hs >0

Figure 1. Sequence of Events

D

Stage three

. D3 P J
v$,.=0._55>0

Stage four / /
Competition with _
hs; > 0;g=0 Competition with hs, = 0; :
v

7.3 Corporate Social Responsibility versus Wage Discrimination

Assume for the moment that the no-policy status quo prevails at stage one.

Solving the game by backwards induction, at stage four each i firm independently

thens > 0.
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adjusts its employment/output so that to maximize its own profits (4).
Since X; = Ng;i (° Xgi) + Ngi (° Xg); 1 =12, the sub-game equilibrium is then
defined by the vectors(Xoy, Xg1), (X2, Xg2) Which respectively maximize (7.1),

(7.2) below.

Py ={[1+hs - (Xo1 + X41) - I(Xo2 + X42)] (%01 + %q1)
- (XorWor * Xg1Wy1) - 9 (Xo1 - Xd1)2 - 013 (7.1

P, ={[1+hs, - (Xg2 + Xg2) - 9(Xo1 +Xg1)] X2 + %42)
- (Xo2Woz * Xg2Wy2) - (Xg2 - Xd2)2 - 512 (7.2)

The f.0.cs yield the following group-specific optimal employment/output rules
for firm(s)i* j =12.

_Qil8{(1+hs;) - woi} - 2g{2(hsj +1) - (Wp; + W )} - 9% (Wgi - Wg)
8 (4- 9°)

Xoi

(8)

:CIi[S{(1+ hs;) - wg} - 29{2(hs; +1) - (wp; + Wg)}] +9° (Wgi - Wg)
8q;(4- 9°)

Xdi
9

Summing up by pairs (8)-(9) and rearranging, we may subsequently get a

regular system of reaction functions, X; = RF; (X; ), giventhefirms it j =12 unit
cost(s) of production, (w,, +w,)/2, average over Ng; , Ny; .
1+hs; - g% - [(Woy +Wyq) /2]

(Xo1 * Xg1) © X = > (10.1)
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1+hs; - g% - [(Wop +Wyp)/ 2]
2

(Xo2 +Xg2) © X2 = (10.2)

Solving (10.1)-(10.2) we in turn obtan the firm-specific total
employment/output rules, (11.1), (11.2), which as expected imply strategic
substitutability among the i * j =12, unit costs of production Moreover, sj: j=12
are similarly seen to be strategic substitutes from the point of view of firms
it j=12.

_ 2hs; - 2[(Wog +Wy3)/2- 1] +g[(Wop +Wyp)/2- (1+hs,)]
4- g?

(Xo1 + Xg1) © %

(11.2)

_ 2hs; - (Wop +Wyp)/2- 1] +g[(Wgy +Wqgq)/2- (1+hsy)]

(Xo2 +X42) © X2 4- g2
(11.2)

Let us next consider stage three. As postulated, if the firm-specific wage
contract derived from stage two is non-discriminatory (i.e., w, =W, =w,; ), each i
firm optimally chooses s T [0,1] so asto adequately advertise it as an exertion of csr
on the firm’'s part in the continuation of the game.

Let, for the moment, assume that w,, =w, =w,,; i* j =12, emerges at
stage two in the (sub-game) equilibrium. In such an event, by
substituting (Wi +Wg; )/ 2 =W, , through (11.1)-(11.2), into (7.1)-(7.2), and

maximizing w.r.ts,,s,, theoptimal s rules are found to be,

6 =5, = AN W)

= (12)
(2- g)(2+9)* - 4h?

Let finally consider stage two. Given that firm 1[ 2] will unilaterally choose its

output/employment level, N, = ((Xo; + X4) © X, [N, =(Xp, +X4,) © X,], SO that to
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satisfy (11.1) [(11.2)], and that firms would in any case allocate output/employment,

across the - N, N - groups of their employees, according to (8.1)-(9.2), union1[ 2]
unilaterally and independently from union 2[1] determines the firm-specific wage
contract so as to maximize its total rents (4). Recall nonetheless that w, =w, =w,,
;11 J =12, is previously addressed to be the candidate equilibrium. Therefore,
substituting (Wg; + Wy )/ 2= W , through (11.1)-(11.2), into (4), given (12), from
the f.o.cs of the derived total rents formulae w.r.t Wy4q, W42, We easily get the

following non-discriminatory wage rate(s).

_[2+wp@+d))[2(2- h?®)- g®]- g(4- ¢g?) (13)
8(2- h?)- gl(4- g?)+4]

Wnd1 = Wnd2 = Wpg

By means of (12), the following optimal level(s) of csr-advertisement in turn arise in
the (candidate) non-discriminatory equilibrium.®

4h[wg (1+d) - 2][2h? - 4(1- g?)] (14)

T TN (2 g) 2+ 9) liat4+ (4- 9)g) - 8(2- 7))

To check however whether (13)-(14) comprise part of a (sub-game perfect) Nash
equilibrium, let consider a unilateral deviation (d1) from the candidate equilibrium on
the part of unionl. That is, at stage two, and before the firm-specific wage scheme is

announced , union 1  considers  setting Wyl Wy, instead

_ _ : . diy.
of Wop = Wy = Wigp, given that Wq2;:8,(° S, ),

S, =0 will be consistently
(e.g., givenWyy 1 Wyq) chosen, respectively by union2, firm2, and firml, in the
continuation of the game.'® The following [w,,,w,,,W,,,,S,] configuration is then

seento arise.

%It can be readily checked that, if (wg,h,g,d)T (0,1),then 0<s, <1.

\We therefore postulate that stage two effectively consists of two sub-stages without delay.
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_[4g- 2)*(2+9)(4+g) - 64h°] +[(2- g)(2+g){8- (1- d)} - 64h*]wg

o 432(2- ?)- g°(20- ¢°)
(15)
Wqgp = Woy - % (16)
_{32-[g{8+g(12- g)} +h*(16 - 4g)]} +[(1+d)(4+g){4- (3° +2h*)}]wg
o 32(2- h%)- g*(20- g?)
(17)
d1 _ 2h[4- 29{1- (wg +Wgq1)/2} - AWy | (18.9
S2 2 2 2
(- 4)°- 8h
o 1 - AN2- we(+d)I(g- 2°(@+2)(@+4)- 4h°(4-9)] (45

’ [32(2- h?)- g2(20- g?)][(g? - 4)? - 8h?]

In conseguence, for expository purpose consideringw, =0.1,g =q =1, the
union’s incentive to unilaterally deviate from the candidate non-discriminatory
equilibrium [(13)], opting for a firm-specific discriminatory wage contract [(15) and
(16)], depends on the sign of the following union rent differential (see Fig. 2a).™*

d1 . . _
DU =DU, ° [U;3 ™ (Wo1, W15 Wng2) = U nda2 (Wngas Weg2)] =

o2 ] ) (15 - 16 h?)
tl(3-2h")(1.9- 0.1d) ][2(9- 8h?2)[32(2- h?)- 19]2
] (9- 12h?) |+ 0.01(1- d)2} (19)
2(9- 4h?)[8(2- h?)- 7]? 64

" The - [(Wg,h,g,d)T (0) ;q > (£1)]- arising formulae of DU and DII [see (20) below]

are available upon request.
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On the other hand, to find out whether such a deviation is also compatible
with the firm’s best interest, we need further to check the sign of the following profit
differential (see Fig. 2a).

_ d1 . . _
DP =DP; ° [P " (Wo ,Wq1:Wng2) = P ng12 (Wrg1iWpg2)] =

(15- 16h?)
(9- 8h?)[32(2- h?)- 19]?

{[(3- 2h?)(1.9- 0.1d)?][

] (9- 8h?) N 0.01(1- d)2} (20)
(9- 4h?)[8(2- h?)- 7]? 64

Figure2a: Incentivesto discriminate;

Loww, =0.1,g=q =1

0.08 :
du =0
h_
0.08 R2:dU <0:dP <0
' R3:dU >0;dP <0
0.4 dP
0.02
Rl:dU >0;dP >0
Ov I
0 0.2 0.4 0.6 0.8 1
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Figure 2b: Incentivesto discriminate;

Highwg =0.3,g =q =1

Figure2c: Incentivesto discriminate;

Lowqg =05g=Lwr =0.1
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Figure2d: Incentivesto discriminate;

Lowg =059 =L wg =0.1

0.08 [

0.06

0.04

0.02

d®

Asillustrated in Fig. 2a, each of differentials (19) - (20) defines a similar -downwards
sloping- locusin the [h,d]T [0,1] space. Thus, the latter space is partitioned into the

following regions.
R1:dU >0;dP >0, R2:dU <0;dP <0, R3:dU >0;dP <O0.

These partitions are then seen to establish the following lemma.
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Lemmal

For any given 0<d<] and  (wg,0,9)1 (0]], there  exist
hy he ;hy (@)(< Ghp (A)(< 0 : ()DU > ()0 if h< (>)hy .

(i) DP >(<)0 if h<(>)hp .

(iii) h, >h,.

For ingance, if d@ , and wg=0.1g=q=1 then DU >(<)0 if

h<(>)h, €0.085; whilst, DP >(<)0 if h< (>)h, €0.075.

To check the robustness of lemma 1 we have performed all possible partitions
in response to changes in the (wy,g,q)1 (0,0) configuration; whilst lemma's 1's
suggestions remained qualitatively invariant, quite intuitive insights have been

moreover by that means arisen. As Fig. 2b shows, both h;,hp increase withw,
yet it remainsh; >hp ;whilst, h,,h, decrease withq similarly (see Fig.2c)."”” On
the other hand (see Fig.2d), while h, remains invariant, h, decreases withg, hence,

as g decreases h, convergestoh, (thus R3 shrinks).

To interpret those findings and conclude regarding the Nash equilibrium let us
analytically examine what happens at stage four, in the event of a unilateral deviation
(on the part of union 1) from non-discrimination in wages at stage two. Considering
the symmetric-firms case (e.g., q =1), the following differentials are for that quite

illuminating,

2gh?[wg (1+d) - 2]
32(2- h?)- g?(20- g?)

Dunit costy, © {[(Wgo; + Wg1) /2] - Wyq} =

(21)

 Note that, thus addressing the case; © 0 <1<, © 1, and since (as it will become

evident later on) discrimination incentives decrease with(] , we do not need to (also) consider
a similar unilateral deviation on the part of union 2 in order to check for the non-

discriminatory Nash equilibrium when firms are asymmetric.
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2h%[16(2- h?)- g?(12 - g?)][wg@+d)- 2]
[(4- g?)%- 8h?][32(2- h?)- g?(20 - g°)]

Dxy, ° [del - Xopg ] =
(22)

Where, in the background of (22) the following reaction functions are operative (see
Fig.3).

x 910 RE9(x, ) = 1- Hong - [(VZVm +Wq1)/2] (239

d1
d 1+hs, - g - (Wopg)
X2nd ° RF(Xl 1) = 2 L 2nd

(24)
2
Note now that, in Fig.3, the candidate non-discriminatory equilibrium is
depicted where the reaction functions [(25) below] intersect.
1+hs - King - Wing) .. .
Xing © RF (Xjng) = ! ind nd/ i1 j=12 (25)

2

Then consider a unilateral deviation to wage discrimination on the part of

union 1. In such an event, and sincewg <1p wg(1+d) <2, solongash>0 (22)

takes a negative value. In Fig.3 that is depicted by RF (Xonq) [ RF (Xqnq) ] shifting to

RF Oll(sz) [ RF (xldl) ], implying a negative business stealing effect (bse) to
firm's 1's production and profits arising from firm-specific wage discrimination. At
the same time, however, (21) also takes a negative value, similarly implying a
positive unit cost effect (uce) to firm’s 1's production and profits. In Fig.3, the latter
effect is depicted by RF Oll(sz ) shifting rightwards so as to counter (only a) part

of the lossin firm’'s 1's employment/production and profits due to the bse; thus firm’'s

profits shift toP 1d1, instead to P 1d1' where only the bse is considered.

Apart from those effects of wage discrimination, two direct costs aso
contribute in (20) and are thus embedded in the emerging isoprofit locuses. The first

is suggested by (5) and it is essentially a fixed cogst to the firm whenever the firm’'s
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union discriminates wages, the firm would then
adjust Ny, (= X,;) < N, (= x,,) according to (8)-(9), given (15)-(16). The second
arises from (3) as a csr-advertisement cost incurred to the firm whenever its union
delivers a non-discriminatory wage contract; hence, on the contrary, it would be zero
under wage discrimination. What nonetheless drives the non-discriminatory Nash
equilibrium is that a non-profitable deviation to firm-specific discrimination in wages,
like the one illustrated in Fig.3, would also be incompatible with the union’s best
interest if h is (aslemma 1 suggests) sufficiently high. The reasoning is as follows.
Firg of all note that, if h=0, then firm-specific discrimination in wages
ensues [as (21) and (22) suggest] no employment effect to the union’s total rents. At
the same time the union, driven by its utilitarian objective, would through wage
discrimination internalize the effect of the exogenous factor d (which ex ante
differentiates reservation wages) so that the remuneration of each one of its members
to equally contribute to the union’s tota rents in the equilibrium. To grasp the latter

adjustment, note that if Wyp; = Wy; then the rent of an N -employee/union member
would from the union’s point of view considered to be higher than the rent of an N, -
employee/union member, by as much as (1- d)wg; hence, each union would opt
for a discriminatory wage contract : Wy =Wy +{(1- d)wgr/2}, in order to
compensate that difference in group-specific rents in the equilibrium.

If, however,h >0, then the gain in both employment and wages brought by
non-discrimination [recall (22) and (21)] can be high enough so that the union would

[as lemma 1 suggests] trade off wage discrimination, as above driven, with higher
total rents. While, regarding the firm, the ensuing csr-advertisement cost and the
adverse uce would be both compensated by a favorable bse. At this point recall (from

Fig. 2a and Fig. 2d) that the firm's criticah (hp ) diverges from the union’s one
(hy ) as the degree of brand differentiation decreases (e.g., as g increases). The

reason is that, the higher isg, the stronger would be the adverse bse of firm-specific

wage discrimination and, as a result, the higher would be the firm’s relative to the

union’s incentive for non-discrimination in wages.
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Figure 3: Non-Profitable deviation to Discrimination

X2

In sum, the option of strategic csr on the firm's part via non-discrimination in
wages may in equilibrium prove to be compatible with both the firm’'s and union’s
best interest for the same reason: High enough gain in firm-specific

employment/production which is ceteris paribus driven by high enoughh.

Our findings under the no-policy status quo(g = 0) are now seen to establish

the following proposition.
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Proposition 1

a. For any given 0<d <1 and(ws,9,q)7 (0], if L>h>h, 3 hp >0, then in
the equilibrium both unionsi * j =1,2, independently set non-discriminatory firme
specific contracts : Wg; = Wi = Wiy ; both firmsi? j =1,2, independently adjust

_AnQ- wy)
(2- g)(2+g)?- 4h?

so as to optimally advertise non-discrimination in firm-

specific wages as an exertion of firm-specific csr.
b. ¥ Otherwise, i.e, if, for any given 0<d <1, and (we,9,9)1 (01,

1>hy >h>hp >0, or 1>h; 3 hp >h>0, then in the equilibrium both

unions 11 =12, independently ~ set  discriminatory  firm-specific
1- d)w .

contracts W = Wy; +% ; both firms 11 J =12, independently

sets =0.

7.4 Antidiscrimination Policy

Let now consider the policy maker’s role at stage one. Under the light of
foregoing analysis and as regards the policy maker’s first order criterion (e.g., to
combat wage discrimination), economic intuition suggests that non-discrimination in
wages must be somehow subsidized whenever unions do not have sufficient

incentives to opt for it; that is, as Proposition 1b suggests, whenever h; >h>hp
orh, 2 hp >h.
In any of the latter instances, the reason why the union does not find a non-

discriminatory wage contract to its best interest is that the ensuing gain in total rents,
in terms of both higher wage(s) and employment, is not high enough to compensate

3 The proof for the second part (b) of Proposition 1 is analogous to the proof of thefirst part

(@) inthe previous pages.
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the union for the distortion brought in its utilitarian objective. This is in turn due to
insufficient csr-advertisement on the firm’'s part, the reason for the latter being that
the csr-advertisement costs are unprofitably high relative to the gain expected from a
higher market share.

Therefore, a simple policy instrument for the policy maker to fight wage
discrimination is to announce at stage one (and undertake at stage three) firm-specific

csr-advertisement whenever, and only if, the firm-specific wage contract (at stage
two) is non-discriminatory. That is,§ =s>0, withg?! O, CiA =0. Under these
premises let assume that the candidate equilibrium is non-discrimination in firm-
specific wages, i.e. Wg =Wy © Wpgisi1* ] =12. Repeating our backwards
induction algorithm, the group-specific employment/output rules derived at stage

four are,
Xois = Xdis = [(2 - g)(1+ hS) - 2Wndis + andjs ]/[ 2(4 -9 2)] (26)
Whilst, the non-discriminatory wage contracts(s) derived at stage two are,

= (2- 9)(1+2~’*:’); (1+d)wg @27

W,

Consider now a unilateral deviation (d2) to wage discrimination, on the part of
union 2, a stage two.** The following outcomes would then arise in the continuation
of the game.

Xots = Xa1s =[{(2- 9) + 2hs} - 2Wg56 + O (Wops + Wyos)/ Z1/[2(4- 92)]

(28.1)

Xazs" > =[8(L- Wypet - 20{2(ns+1) - 2Wygek +9% (Wops - We)1/[8(4- 92)]

(28.29)

“Moreover, to avoid (also) checking for a unilateral deviation on the part of union | 1 i, in

assuring the Nash equilibrium, we hereaddressthecaseq, ° q >1>q, ° 1.
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Xoas' > =[8(L- Wope} - 20{2(hS+1) - 2Wyne} - G2 (Wops - W)l /[8(4- 92)]

(28.2b)
12 =LA MO8+ 00 + 2 +{(4- 9)(1+ i) 29
16- g9
W _{4[8- gl(g + 2hs) + 2]} +{(4 +9)[8- g(1- d)]wg}
02s 2
4(16 - g°)
(30)
1- d)w
Wa2s = Wo2s - ( 2) R
(31)
DUNit cost ¢ © W) /2] - Wy 2 _ (2+9g)hs
uni 21 {[(Wop da2s) /2] Inds ) (4+9)
(32
DX125d2 ° [Xlsd2 - Xzsdz] = Zhs (33)

(2- g)(4+0)

Hence, the following critical differentials subsequently arise.

U d2s (WOZS Wy 2s > Wndls) -U nd12s (Wndls; WndZS) =

_ 2hs(8- 92){(2- g)(4+Q)[2- (1+ d)wg] +[8- g(4+g)lhs} , (1- d)?wg
[(16- g2)]?(4- g?) 32

(34)
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P d2s (WOZS 1 Wa2s: Wndls) -P nd12s (Wndls; WndZS) =

_ 4hs8- g°){(2- g)(4+g)[2- (1+d)wg] +[8- g(4+g)lhg | (- d)*wg’
[64- g°(20- g*)]° 64

(35)

Forwg = 0.1, andg =1, the 0<'s; <1 roots of (34) =0and (35) = O respectively

are,
_[(5+/7)+/405 .1- d(44.2- 1.9d)]- 140 (1.9 - 0.1d)
ru, — (36)
: 168 h
_[(0.1){/234.4- d(25.3- d)]- (1.6- 0.1d)
P, — h (37)

It can be then readily checked that S,y >Sp for 0<h<1 0<d <Lt
further proves that S,y >Sp for all (Wg,h,g,d)T (01) .** Hence, o long as
S=Sy, © sy isannounced at stage one, union 2 would effectively be deterred to

deviate to a discriminatory wage scheme at stage two; therefore, the non-
discriminatory wage scheme can assured to be the sub-game perfect Nash
equilibrium.

As in turn regards the policy maker’s second order criterion (e.g., maxG(Q))
the following differentials are seen to arise under the suggested antidiscrimination
policy.

B The - (W, h,g,d)T (0,)- Siu,:Sp, formulae are available upon request.
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2 2
DICS]® {[(1+9)/4I[4 X (Wnd1s: Wnd2s)” = 8 X; (Woy, Wep, Wop, Wg2) T} =
1=

[2(1+hs) - (L+d)wg]®- [2- (1+d)wg]? (38)
(4- 9)*(2+49)?

2 2
D[U]® {.é-lui(wndlsiwndZS) - aU;(Wog, Wyp, Wop, Wg2)} =
i=

4ns(2- g)(2+hs) - A+ d)wg] (- d)*(1+q)w (39
(4- 9)*(2+9) 329

2 2
D[PS]° {_51P i (Wng1s+1Wnd 25) - _51P i (Wor Wy, Wop \Wy2)} =
1= i=

8hs[(2+ hs) - (L+d)wg] (1- d)2(1+q)w3 (40)
(4- 9)?(2+9)° 64q

Henceforth, and considering that, under the suggested antidiscrimination

policy,

G(g) ={D[CS]+ D[PS]+ D[U]- [2(%32) = s?]} ° G(g)s, it easily proves

that the optimal S(° Sp,5,) isgiven by (41) below.

__ 2n[2- @+ d)wR]I7+ (- 9)g] 1)
(2+9)%(4- 9)%- 4[7+(1- g)glh?

max

It can be now readily checked that,
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:14[1.9- 0.1d]h (42)
81 - 28h?

Smax |Wg = 0.1,9 =1]

Hence, it by simple comparison proves that Smax|WR =0.19 =:Ij> Sy . for

O<h<l 0<d<l1.

Figure4
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Yet, if0<g <1, it turns out that S5 < S;y for sufficiently low [h,d ]
values, suggesting that, for such parameter configurations, S, is non-binding and

thus violates the sufficiency property of policy maker’s first order criterion. For
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tractability, let Wy =0.1,g =05, and consider the symmetric firms case
(e0.0, ° g =q, © 1). Then, asillustrated in Fig. 4, the [h,d]T [0,1] space istwice

partitioned into regions,

P1: G(g)smax > O;G(g)SrU > O; Smax > SrU ’ P2: G(g)smax > O;
G(g)SrU < O; Smax > SrU ’

P3:G(9)Smax <0, G(9)s,y <0; Spax > (<)S1y -

These partitions along with lemma 1 subsequently establish lemma 2.
Lemma 2
For any given0 < d <1, and(wg,9,9)1 (0],
a Thereexist hy >y ¢ hp) ;R (d)¢<0;hy (d)¢< 0;hp (d)¢< 0 :
() G(9)Smax > 0:G(9)Sy > 0; S > Sy if h>1y.

(ii) G(g)smax >O; G(g)sru <O; Smax > SrU , if F]U >h >bU'

(iii) G(9)Smax <0 G(9)S,y <O Spax > Sy » if hy >h
For insance, if d €O , and Wg =0.1g=05q =1 then

h, @0.14;h, =0.085.

b. Thereexis O<h < hp £hy ;h(d)(<0;hy (d)(<0;hp (d)(<0:
G(9)Sne <0, G(9)Sry < 0; Spax < Sy if N < L‘
For ingance, if d €O, andwg =0.1,g =0.5;,q =1, then Ll= 0.065.

Our findings regarding antidiscrimination policy can be now summarized in
the following proposition.
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Proposition 2

For any given0 < d <1, and(wg,9,9)1 (0],

a If h>h,,or if hy >h>h, then the policy maker, driven by the necessity
property of the first order criterion of its lexicographic objective, does not activate
any policy instrument (e.g., g =0). Yet, under the no-policy status quo, non-

discriminatory wage contracts emerge in the equilibrium.

b.1f hy >h>h,orif h<h,then, to combat the emerging wage discrimination, the
policy maker announces at stage one (and undertakes at stage three) firm-specific
csr-advertisement, in the event of firm-specific non-discrimination in wages (at stage

two). For that, the chosen level of firm-specific csr-advertisement isS, (> S,y ) in

the first instance, while it isS,; (> Spax) in the second instance. In both instances,
however, a net loss in social welfare arises in the - policy driven- non-discriminatory

equilibrium. Respectively, G(9)Sya <0, G(9)s,y <O. Yet, the net social welfare

lossislower (higher) if hy, >h>h (h<h).

7.5 Conclusions

Under quite regular assumptions regarding union preferences, and in
accordance with the stylized facts across Europe, we propose that powerful
(monopoly) unions may opt for discriminatory wage contracts across groups of
employees. At the same time we nonetheless argue that firms may strategically opt
for non-discrimination in firm-specific wages insofar as they would profitably
advertise it as an exertion of corporate social responsibility (csr).

Our findings suggest that, if the consumers valuation of non-discrimination is
sufficiently high, then the firms' csr/non-discrimination strategies would as well be
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compatible with the unions' best interest in the equilibrium. If not, we propose that in
order to combat wage discrimination a benevolent policy maker may find sufficient to
announce and, instead of firms undertake, csr-advertisement in the event of non
discrimination. It proves however that such a policy always entails a net loss in social
welfare, interestingly, yet intuitively, suggesting that, so long as the consumer-driven
social valuation of non-discrimination is low enough, equality in pay across equally
productive individuals is an inefficient arrangement.

Our analysis, though stylized, remains robust along a number of dimensions.
First, our propositions would be qualitatively sustained either we allow, or ignore, for
technological asymmetries across firms. Second, similar results would emerge
whether firms adjust their quantities or their prices in the product market. Third,
depending on the relative weights assigned to the partial welfare of each group of
workers, unions may still opt for wage discrimination even if we allow for a more
“egalitarian” union objective function. On this issue nonetheless it seems more
promising to consider firm-union bargaining about wages and/or employment, with
the union’ s bargaining power in any instance being less than one.

On the other hand, three factual elements challenge the validity of our present
suggestions. We have assumed that, first, equally skilled workers can be grouped
according to different reservation wages. Second, unions effectively embody all kinds
(groups) of equally skilled workers. Third, firm-union bargaining is decentralized at
the firm level. Nonetheless, there is adequate evidence that those elements are often
met in the European labour markets: Apart from the open shop scheme, firm-specific
collective agreements are taking place in many European labour markets. While,
given the European migrant experience over the last decades, it is rather unlikely
reservation wages to be uniform, even across equally-skilled workers.

Moreover, we have implicitly assumed that monitoring discrimination (versus
csr) is perfect and costless. Yet, it is easy to grasp that our proposed
antidiscrimination policy is still valid if policy makers (effectively the society) are
(also) willing to undertake the costs needed to ensure such monitoring.
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Conclusion

In the current thesis we have shown that the European Union Member States
have, on political and legal levels, committed themselves to equal treatment and the
fighting of labour market discrimination. Protection from unequal treatment however
was significantly strengthened throughout the European Union by virtue of the
adoption and national implementation of two European Union directives, namely the
Racial Equality Directives (2000/43/EC) and the Employment Equality Directive
(2000/78/EC). A significant property of the two Directives is that they do not just
focus on individual prejudice and its consequences, but on institutional and societal
patterns and practices. Group outcomes are emphasized, both in order to diagnose
discrimination, and to discover whether remedial measures have been effective. This
in turn makes it important to have access to collective empirical data and to be in a
position to utilize such data, and to recommend relevant economic policy in a way
which isrelevant for theses purpose.

The current thesis is an action taken in the wake of the adoption and national
implementation of the two European Directives (2005/3304). The objectives of this
thesis are twofold. On the one hand, to provide empirical evidences regarding
discriminatory trends in the Greek private labour market based on ethnicity and
sexual orientation. On the other hand, to evaluate theoretical how discrimination can
be efficiently solved through social planners interventions influenced by the two
European Directives.

To be precise, the am of this thesis is to examine ethnic and sexual
orientation minorities performance in the Greek labour market by examining their
occupational access and wage rates twol/three years after the national adoption of the
two European Directives (3304/2005) by employing a robust experimental approach
(correspondence test). Moreover, to evaluate (modeling) wage discrimination against
minorities, implemented by unions and firms, and to develop positive actions in order
to combat discrimination by assessing the effectiveness of the European legislation.
As it comes, the main contribution of thisthesis is that the first objective has not ever
been examined for Greece by employing an experimental approach. Whilst, the
second objective is that wage discrimination against minorities has not ever been
evaluated by utilizing industrial organization framework and unions utility functions
(union-oligopoly-decentralized-bargaining) under the influence of the European
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antidiscrimination legislation. Last but not least, the present theoretical based
evaluation is the first attempt to assessing the effectiveness of the European
Directives.

In the contemporary Greece, social and legal proscriptions against
discrimination are strong, placing pressure on potential discriminators to conceal their
motives. Employers who retain strong preferences for members of particular group
face clear incentives to mask their discriminatory actions. It could be the case, then,
that discrimination remains fairly routine in certain contexts, despite infrequent
exposure. The empirical studies of the current thesis have taken account of two
particular drivers influencing recent governmental outlooks on ethnicity and sexual
orientation. The first is the increased recognition of diversity, and the second the
continuing wish to achieve good practice on equality. The findings do suggest the
need to examine more closely the effects of ethnic and sexual orientation minorities
and local labour market characteristics on employments for minority populations in
Greece.

In the first study, by employing the correspondence test we investigated
whether ethnic minorities, particularly Albanians, were ill facing discriminatory
practices in the Greek labour market. The experiment was conducted between May
2006 and January 2007 and involved the major city of Greece, Athens. The
estimations show that Albanians were faced a marginal probability to be invited for
an interview that is by 0.214 less than that of Greeks. Moreover, this probability
varies across occupations: In office jobs the Albanian applicants were faced 0.375
less probability to be invited for interview, 0.257 in shop sales, 0.161 in industries,
and 0.124 in restaurants and café services. Therefore, on the part of employers taste
and/or statistical discrimination is implied against the Albanian. Turning next to
monthly wage offers, the estimations show that Albanians were faced an “ethnic
penalty” of 73.6€, producing a wage discrimination factor of d=0.11. The higher
penalty is found in office jobs of 95.9€, d=0.131, followed by industries of 74.7€,
d=0.110, shop sales of 57.8€, d=0.092, and restaurant and café services of 29.9€,
d=0.050. Last, but not least, focusing on the insurance coverage issue Albanians are
thereby found to face a marginal probability of receiving insurance coverage which is
by 0.239 lower than that of Greeks. Particularly, in restaurant and café services
Albanians are found to face a 0.293 such difference, followed by 0.273 in office jobs,
0.228 in industries, and 0.188 in shop sales.
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Similarly, in the second study, we empirically investigated whether sexual
orientation minorities, were facing discriminatory practices in the Greek labour
market. The field experiment was conducted between December 2006 to September
2007 in Athens. We show that gay applicants were faced a marginal probability to be
invited for an interview that is by 0.261 less than that of the straight applicants on
average. The result suggests that gay applicants are discriminated when actual
employers make hiring decisions. Though, heterogeneity amongst sectors, the
probability varies across them: In office jobs gay men were faced 0.304 less
probability to be invited for interview, followed by 0.289 in shop sales, 0.248 in
industries, and 0.211 in restaurants and café services. It seems that gay men relative
to straight men have to spend more time, effort, and resources, for an interview, as the
same observable signal is more precise for straights than gays. Turning next to
monthly wage offers the estimations entail that the gay-labeled applicants were faced
a monthly 2sexual orientation penalty? of 18.3€, producing a wage discrimination
factor d=0.026. Separately in each sector we found similarly insignificant small
effects. The higher penalty is found in shop sales of 14.9€, d=0.023, followed by
office jobs of 8.7€, d=0.011, restaurant and café services of 6.0€, d=0.009, and
industries of 2.9€, d=0.003. Next, we shown that the estimated probability of gay
applicants to receive an invitation for interview was by 0.350 lower (higher) if the
employers were males (females), on average. Moreover, males were found to
practice sexual orientation penalties of 22.1€ [0.03] against gay applicants, while
females provide them with a wage premium of 4.5€ [0.000] on average. Consistent
with empirical evidences we found that males discriminate more than females.

In the third study, we introduced the first union based theoretical
contributions. We argued that if, in the absence of an active antidiscrimination policy,
unions are powerful enough (monopoly union) over the wage bargain then firm-
gpecific discriminatory wage contracts will emerge in firm/union pair in the
equilibrium. On the other hand, to combat wage discrimination, a benevolent policy
maker, operating under a balanced budget, may alternatively: Announce atax, in the
form of a wage penalty per unit of discriminatory employment, which will be
imposed to firms, whenever they apply the discriminatory wage scheme. Issue to
firms a subsidy, per unit of discriminatory employment, whatever is their firm-
specific wage configuration. Both policies result to non-discriminatory wage rates in
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the equilibrium. However, if the upper bound of the reservation wage is sufficiently
low the latter policy is superior to the former on efficiency grounds. Hence, our
analysis further implies that the European Union antidiscrimination directives may in
fact prove to be effective, on both egalitarian and efficiency grounds, insofar as they
are escorted by a financial assistance scheme to policy makers covering at least a part
of the total subsidization costs, including the sunk ones of setting up the monitoring
system.

In the final study, we introduced the second union based theoretical
contributions. In a context of union-oligopoly decentralized bargaining we propose
that wage discrimination among equally-skilled workers may endogenously emerge
as long as workers can be ex ante grouped according to their reservation wages (see,
Chapter six). On the other hand nonetheless consumers may ceteris paribus attach
higher valuation to the product of a firm which exerts csr by not discriminating in pay
against anyone of its employees; of course, 0 long as they are informed about that.
Hence, though wage discrimination seems to be the unions optimal choice whenever
consumers are ignorant and/or they do not care about non-discrimination in wages,
firms may independently achieve higher profits by strategically opting for non-
discrimination in wages and advertising it as an exertion of csr. If, by doing so, they
can vertically differentiate their product enough to compensate for both the csr-
advertisement costs and the higher unit costs of production which non-discrimination
relative to discrimination entails. Such an option of strategic csr on the part of firms
may in turn prove to be compatible with the unions’ best interest, as well, if the
consumers valuation of non-discrimination is sufficiently high. If not, we
subsequently propose that in order to deter wage discrimination a policy maker
should instead of firms undertake csr-advertisement in the event of non-
discrimination in wages. Y et, such an antidiscrimination policy would always entail a
net loss in social welfare.

It has become common wisdom that modern forms of discrimination are often
subtle and covert, which means that they are also less easy to prove. Empirical data
can have a key role in recognizing the need for, and planning of, positive action
measures. More importantly, empirical evidences can be used as evidence for the
purpose of proving the existence or absence of discrimination in individual cases, the

analysis of the causes, extent and effects of discrimination in the society in general,
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and showing the composition of the workforce to reveal possible under-representation
that may be due to discrimination. On the other hand, economic policy based on the
initiation of the two European Directives is need to be taken to promote equality of
treatment as denial of equal opportunities comes at a high price for those concerned
and the society at large. Antidiscrimination strategies can serve as a compelling,
factual baseline for national discussion on equality and discrimination. Effective
economic policies are needed to guide and support development and implementation.
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