Term – Paper Proposal
Proposed Title:  “Wage Discrimination by Gender: An Econometric Application to the Data from USA”
Blerina Mucaj
Scope of the study and the model: The wage rate is a very important economic variable since it affects the behavior of one of the most important inputs employed in the production of goods and services which is labor. With regard to this it is very interesting to analyze and figure out what are the main determinants of the wage rates. Berndt (1991) has thoroughly explained the main theories behind the wage determinants and has also discussed the concept of wage discrimination. This aspect of his study is of particular interest to me. More specifically, within the different sources of wage discrimination, I want to concentrate on the wage discrimination by gender. 

The male-female difference in terms of wage compensation has been the subject of many studies carried out by economists throughout the years. Through this term-paper my main aim is to apply the econometrics skills gained during this course, in computing and interpreting the effects of male-female wage discrimination by using three alternative approaches suggested by Berndt (1991): a traditional dummy variable approach and the two weighted mean endowment difference pioneered by Blinder and Oaxaca.

The effects of wage discrimination will be discussed by estimating the following equations (employing the OLS method):  
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The second equation will be estimated by using the following model, after sorting the data by gender.
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Where, 

· LNWAGE is the natural logarithm of average hourly earnings

· FE is the dummy variable for female (FE = 1 if female)

· UNION is the dummy variable for union job (UNION = 1 if working in a union job)

· NONWH is the dummy variable for nonwhite (NONWHITE = 1 if nonwhite)

· HISP is the dummy variable for the Hispanic race (HISP = 1 if Hispanic)

· ED is the years of education

· EX is years of labor market experience (= AGE-ED-6)

· EXSQ is years of labor market experience squared

· 
[image: image3.emf]is the disturbance term

Two alternative approaches of Blinder and Oaxaca to measure the wage discrimination: 
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The data: For the purpose of this econometric application the data that will be used is provided by Berndt (1991). It consists of two data sets:  The first one consists of 552 observations of randomly selected employed workers from the May 1978 current population survey (CPS) conducted by the U.S. Department of Commerce. It provides information on 20 different variables. The source of the second data set is defined by Berndt (1991) as follows: “NBER extract of May 1985 CPS, performed by Leslie Sundt of the University of Arizona”. It includes 534 observations and 19 different variables. 

This data together with the econometric models specified above will be valuable tools in carrying out this econometric application exercise. In addition, a survey of the existing literature regarding the male-female wage discrimination will be made in order to compare the results and derive the appropriate conclusions.

Main Reference: Berndt, Ernst R. (1991), “The Practice of Econometrics: Classic and Contemporary”, Addison-Wesley Publishing Company, Inc.
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