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Abstract

Legal cases are generally won or lost on the basis of statistical discrimination measures, but it
is workers’ perceptions of discriminatory behavior that are important for understanding many
labor-supply decisions. Workers who believe that they have been discriminated against are
more likely to subsequently leave their employers and it is almost certainly workers’
perceptions of discrimination that drive formal complaints to the EEOC. Yet the relationship
between statistical and self-assessed measures of discrimination is far from obvious. We
expand on the previous literature by using data from the After the JD (AJD) study to compare
standard Blinder-Oaxaca measures of earnings discrimination to self-reported measures of (i)
client discrimination; (i1) other work-related discrimination; and (iii) harassment. Overall, our
results indicate that conventional measures of earnings discrimination are not closely linked to
the racial and gender bias that new lawyers believe they have experienced on the job.
Statistical earnings discrimination is only occasionally related to increases in self-assessed
bias and when it is the effects are very small. Moreover, statistical earnings discrimination

does not explain the disparity in self-assessed bias across gender and racial groups.

JEL classification: J71, J15, J16, J44

Keywords: Labour market discrimination, lawyers, gender and racial bias, wages



1. Introduction
It is hard to deny that in the nearly fifty years since the adoption of the 1963 Equal Pay Act
considerable progress has been made in achieving gender and racial equity in the U.S. labor
market. Women, for example, now earn approximately 80 cents for every dollar that their male
colleagues earn -- up from 60 cents on the dollar in the 1960s (see Blau et al. 2010). Much of the
progress in closing the gender pay gap stems from the dramatic gains women have made in
acquiring productive labor market skills. Young women today, for example, are more likely than
young men to enroll in and complete postsecondary degrees leaving women the recipients of
more than half of all bachelors and masters degrees (see Freeman 2004; Blau et al. 2010 for
reviews), while women's growing labor market attachment has lead to a narrowing of the gender
gap in occupational attainment and labor market experience.® Progress in closing the gender pay
gap has been particularly rapid among black workers for whom the female-to-male ratio of
median earnings increased from 55 percent in 1955 to 86 percent in 2007 (Blau et al. 2010).
Despite these trends, there are many reasons to believe that many workers continue to
confront discrimination in the labor market. First, closing the racial pay gap has proven to be
much more challenging than closing the gender pay gap, particularly for men. The ratio of
Hispanic-to-white median earnings among men has actually fallen from 72 percent (1975) to 60
percent (2007) (Blau et al. 2010), for example, and the progress that blacks have made in closing
the racial earnings gap is overstated by the selectivity bias resulting from their high non-
participation rates (see Brown 1984; Chandra 2000; Neal 2004). Second, labor market bias
appears to be about much more than just race or gender. Homosexual men generally experience

a wage penalty relative to their heterosexual counterparts, for example, though lesbians enjoy a

! For example, today the gap in men's and women's labor force participation rates stands at just 10 percentage points
— a decline from 35 percentage points in 1972 (USDOL 2010a: Table 2).



wage advantage relative to their heterosexual counterparts (e.g. Klawitter and Flatt 1998; Clain
and Leppel 2001; Berg and Lien 2002; Black et al. 2003; Blandford 2003; Antecol et al. 2008).
Third, statistical, residual-based decomposition approaches indicate that individuals' productive
skills do not completely explain existing disparities in pay (see Blau and Kahn 2006; Neal and
Johnson 1996). It is difficult to know how much of the “unexplained” portion of the pay gap is
in fact the result of labor market discrimination, however audit studies, correspondence testing,
and natural experiments have all been used to document that some employers do discriminate on
the basis of race, sex, ethnicity, or sexual orientation (Kenney and Wissoker 1994; Riach and
Rich 1991, 2002; Neumark et al. 1996; Goldin and Rouse 2000; Weichselbaumer 2001; Bertrand
and Mullainathan 2003; Booth et al. 2009). Finally, and perhaps most importantly, many
employees continue to believe that they are not being treated equitably by their employers. In
2009, for example, more than 61,000 new charges of employment discrimination on the basis of
sex or race were filed with the U.S. Equal Employment Opportunity Commission (EEOC). This
represents nearly a 17 percent increase over the number of cases filed a decade earlier.?

Given these trends, it is not surprising that there is intense interest in quantifying the
extent of discrimination in the U.S. labor market. Economists have a long history of using
statistical, regression-based methods to decompose the disparity in mean wages (Blinder 1973;
Oxacca 1973) or in wage distributions (DiNardo et al. 1996; Machado and Mata 2005) to
understand what can be attributed to differences in workers' productivity-related characteristics
and what cannot. However, it is also recognized that labor market discrimination is “unlikely to
be completely captured by so crude a measure as a log-earnings regression” (Kuhn 1990, pp.

297). Legal cases are generally won or lost on the basis of statistical discrimination measures,

*The EEOC is the federal agency responsible for enforcing federal laws that prohibit employment discrimination.
See www.eeoc.gov for information on charge statistics.



but it is workers' perceptions of discriminatory behavior that are important for understanding
many labor-supply decisions. Workers who believe that they have been discriminated against
are more likely to subsequently leave their employers, for example (Neumark and McLennan
1995; Johnson and Neumark 1997; Goldsmith et al. 2004), and it is almost certainly workers’
perceptions of discrimination that drive formal complaints to the EEOC.

Interestingly, the relationship between statistical and self-assessed measures of
discrimination is far from obvious.> Employees do not have perfect information about the wage
distribution they are facing and employers may exploit this information asymmetry by being
more likely to discriminate when employees have less accurate information and the probability
of reporting (and hence detection) is low (Barbezat and Hughes 1990). Empirically, some
researchers have found that those women reporting the most sex discrimination, in fact, face the
least statistical discrimination (Kuhn 1987, 1990; Barbezat and Hughes, 1990; Antecol and
Kuhn, 2000), while others have found that that these measures are positively related (Hampton
and Heywood 1993). The ambiguity of these results is not particularly surprising when one
considers that many of those who perceive discrimination feel that it occurs along dimensions
other than pay (Hallock et al. 1998) and that the phrasing of survey questions about
discrimination is likely to matter (Hampton and Heywood, 1993). Finally, self-assessed
discrimination measures allow broader concepts of gender and racial equity to be considered. In
particular, self-assessed sex discrimination is only loosely related to other forms of gender bias

that we might care about like sexual harassment (Antecol et al. 2009).*

® Statistical measures of labor market discrimination are generally derived as the residual difference in aggregate
group outcomes which remain once observable productivity-related characteristics have been taken into account. It
is well known, however, that omitted variables, unobserved heterogeneity, measurement error, feedback effects and
pre-labor market discrimination can all confound residual-based estimates of labor market discrimination.

*It is important to note that while 28,028 sex discrimination charges were filed with the EEOC in 2009 only 942
cases were filed under the Equal Pay Act. This illustrates that the majority of sex discrimination are not simply
based on pay but likely involve issues such as hiring decisions, promotion decisions, etc.



This paper contributes to our understanding of discrimination by investigating the
relationship between statistical measures and perceptions of discrimination within the legal
profession. Lawyers provide a particularly interesting case for studying discrimination because
courts routinely rely on circumstantial, statistical evidence in deciding whether an employment
practice or process is discriminatory or not.>  Consequently, lawyers have a detailed
understanding of what constitutes employment discrimination for legal purposes and,
presumably, how to avoid it — or at least avoid evidence of it. Laband and Lentz (1993) argue
that this implies that any gender bias within the legal profession may disproportionately take
more intangible forms making it important to investigate self-assessed discrimination measures.

We expand on the previous literature by using information from the After the JD (AJD)
study to compare standard Blinder-Oaxaca measures of earnings discrimination to self-reported
measures of (i) client discrimination; (ii) other work-related discrimination; and (iii) harassment.
The AJD data are unusually rich and contain several important indicators of ability including
GPA, law-school rank, as well as indicators for clerkship experience, law review, and passing
the bar on the first time. Moreover, while much of the previous literature is based on the
experiences of graduates from elite law schools who may have particularly successful career
trajectories, the AJD data allow us to analyze the employment experiences of a nationally-
representative sample of new lawyers for whom disparities may be more pronounced (Dinovitzer
et al. 2009). Finally, unlike previous researchers, we adopt a broad perspective on
discrimination within the legal profession by assessing the inequities associated with race and

sexual orientation as well as gender.

® In particular, civil cases are decided using a “balance of probabilities” or “more likely than not” standard, rather
than on the “beyond a reasonable doubt” standard used in criminal cases. Strong statistical associations which are
suggestive of causality in the social sciences can be used in courts to force employers to prove that their employment
practices are not discriminatory (see Gastwirth 1997).



We find evidence of a statistically significant wage gap between women and white
heterosexual men even when we include a rich set of controls. In our most comprehensive
specification the annual income gap between white heterosexual women and white heterosexual
men is over $4,900 a year while for minority women (including leshians) the gap is over $9000.
We also find systematic differences between groups in reported discrimination with white
heterosexual men reporting less harassment or discrimination either by clients or otherwise.
These differences are not, however, generally explained by the estimated wage gaps. Only white
heterosexual male lawyers who earn less than their colleagues with the same observable
characteristics are significantly more likely to report that they have experienced demeaning
comments and/or harassment or that clients have requested someone else to handle a matter;
although the magnitude of the effect is very small. White heterosexual women, minority women
(including lesbians), and minority men (including gay men) who -- based on their observed,
earnings-related characteristics -- face earnings disparities relative to their white heterosexual
male colleagues, are generally no more likely to report bias on the basis of their race, religion,
ethnicity, gender, disability, or sexual orientation.

This paper proceeds as follows. In Section 2, we briefly review the institutional features
of the legal profession which are particularly relevant for understanding disparities in lawyers'
earnings. Section 3 describes the After the JD data set, our estimation sample, and the main
variables of interest. Our conceptual framework and estimation strategy are set out in Section 4,
while our estimation results follow in Section 5. Section 6 presents our conclusions and

suggestions for future research.



2. The Labor Market for Lawyers

Historically in the United States, law firms are organized as partnerships. The structure was
relatively simple.® Partners were the lawyers with an equity stake in their firm and who were
entitled to a share of the firm’s profit and losses. The firm’s junior lawyers were associates who
achieved partnership through an "up-or-out™ promotion tournament. Associates entered the firm
with a cohort of other lawyers who graduated from law school during the same year. The whole
cohort advanced at the same pace, were paid the same salary, and were put up for partner at the
same time. Stopping the clock was rare and there were few if any ways to remain at a firm if a
lawyer was not either a partner or on a partnership track. Given the “lock-step” nature of the
partnership track much of the debate about discrimination focused on the pipeline of women who
were rising through the ranks of law firms rather than on differences in compensation between
male and female associates. Differences in salaries between male and female lawyers was largely
driven by the type of law practiced, differences in the associates salaries at firms men and
women worked at, and the paucity of female partners (Scharf and Flom 2010).

This structure has changed significantly in the last decade in ways that may
systematically disadvantage women. Increasingly law firms have grafted alternative tracks onto
the old associate partner model. These include contract attorneys, staff attorneys, and non-equity
partners. Each of these positions has a slightly different structure. Contract attorneys, for
example, are not employees of the firm and are hired on a short term basis for specific projects.’
Staff attorneys, by contrast, are employees of the firm but are not on tenure track and hence
receive less compensation and do not enjoy the same salary increases as associates. Perhaps

because these positions can be part-time, unlike associates positions, they are disproportionately

® For a more detailed discussion of the historic and current structure of law firms see Scharf and Flom (2010).
" Scharf and Flom (2010) refer to contract attorneys as law’s version of outsourcing.



filled by women (Scharf and Flom 2010). The National Association of Women Lawyers
(NAWL) finds that in 2009 over 60 percent of staff attorneys were women while women
occupied only 46 percent of the partner track associate positions.

Even at the higher levels of the law firm the new tracks have created the possibility of
salary divergence. The emergence of very large firms and an emphasis on profitability has
intensified the focus on "rainmaking", i.e., generating new clients for the firm, and high billable
hours, making the road to partnership more difficult (Galanter and Palay 1991). In addition,
many law firms are beginning to abandon compensation systems which reward all partners
equally in favor of a points-based, "eat-what-you-kill", compensation systems in which partners
are remunerated on the basis of fees billed and clients generated (see Epstein et al. 1999). The
most obvious manifestation of these changes is the creation of the so called non-equity partners.
Non-equity partners do not have to purchase shares in the firm but are paid only a fixed salary
and perhaps a bonus based on performance. Because they are presented to clients as “partners”
firms typically will not disclose who is an equity partner versus a non-equity partner. However
the NAWL survey finds that 27 percent of the non-equity partners in their survey are women
while only 16 percent of the equity partners are women.® The divergence of pay between these
tracks suggests that there are now greater opportunities for disparity in salary based on race and
gender.

Not all lawyers choose to enter private law firms of course. Many pursue alternative
career paths working in government agencies, in business firms, or in solo practices where
employer expectations and compensation rules are fundamentally different. Discretionary forms
of compensation, e.g., bonuses, which can be an important source of earnings disparity in large

private firms (see Dinovitzer et al. 2009), may be irrelevant in other employment settings. It is

& We are unaware of a similar survey concerning minorities.



not surprising then that lawyers' earnings are closely linked to the sector (i.e., public versus
private), size of firm, practice area, and region in which they are employed.® Earnings are higher
in larger firms and in big cities, for example. Moreover, the career paths of young associates are
heavily reliant on whether or not they have the opportunity to connect with more senior lawyers
and their clients and to work in more lucrative practice areas (Dinovitzer et al. 2009). Finally,
family leaves or working part-time can reduce women's earnings and partnership chances
(Donovan 1990; Epstein et al. 1995).

The legal profession is less racially and ethnically diverse than most other professions.
Currently, 89 percent of lawyers and 90 percent of judges in the United States are white -- in
comparison to 70 percent of the working-age U.S. population as a whole -- and less than one
percent of lawyers are openly homosexual (ABA 2010). The American Bar Association (2010)
has raised concerns about this issue and is promoting a number of strategies designed to increase
the racial diversity of the legal profession. In contrast, women have entered the legal profession
in record numbers. In 1975, only seven percent of lawyers were women, while in 2009 that
proportion had risen to 32 percent (USDOL 2010b: Table 11; Wootton 1997).

This surge of women entering the legal profession has led to a large literature examining
gender differences in lawyers' earnings. Much of this literature is based on cross-sectional
analyses and concludes that women earn approximately 40 to 50 percent less than their male
colleagues. Accounting for a range of individual characteristics including law school quality,
academic achievement, job history, hours of work, and firm characteristics reduces, but does not
eliminate, these gender differences in earnings (see Noonan et al. 2005 for a review). Noonan et
al. (2005) take advantage of longitudinal data for two cohorts of graduates from the University of

Michigan Law School and find that although the gender gap in lawyers’ earnings is small

% See Dinovitzer et al. (2009), Noonan et al. 2005, and Wood et al. (1993) for particularly helpful reviews.



immediately after passing the bar, 15 years later the gap is almost identical to that among white,
full-time, full-year workers more generally (see also Wood et al. 1993). These sex-based
earnings disparities cannot be explained by individuals' law school performance, work history,
child bearing, or job characteristics and have not narrowed across succeeding cohorts of
graduates. These are remarkable results given the degree of homogeneity in the educational
background and training of University of Michigan lawyers.

Much less is known about the link between lawyers' race or sexual orientation and their
earnings or about the process generating the earnings of lawyers from non-elite schools.
Moreover, previous researchers have generally focused exclusively on statistical, residual-based
measures of earning discrimination without considering men's and women's perceptions of the
treatment they experience and the outcomes they achieve.’® This is unfortunate given the
complexities of legal firms' compensation systems which effectively tie lawyers' earnings to the
hours they work, the mentoring they receive, the cases they are assigned, and the clients they
have access to. This makes it critical to begin to assess the relationship between statistical

measures of earnings differences and perceptions of discrimination within the legal profession.

3. The Data: After the JD (AJD): A Longitudinal Study of Careers in Transition

We use data from the first wave of the After the JD (AJD): A Longitudinal Study of Careers in
Transition which follows 10 percent of the individuals who passed the bar for the first time in
2000. These data are ideal for our purposes as they contain detailed information on individuals'
demographic characteristics, educational backgrounds, firm characteristics, work histories, and

earnings as well as their self-assessed experiences of work-related discrimination, client

1% The exception is Laband and Lentz (1998) who analyse the effect of self-reported sexual harassment on job
satisfaction, earnings, and job turnover.



discrimination, and harassment. Information about the quality (i.e. rank) of the law school
individuals attended, their law school performance (law school review, participation in moot
court, and pro bono work) and the number of job offers they received allow us to directly
account for differences in individuals' ability. Finally, geographic location is an important
determinant of lawyers' earnings (see Dinovitzer et al. 2009 for a review) and we use the
geographic indicators in the AJD data to account for any regional wage differences in lawyers'
earnings. These detailed controls are critical to constructing valid statistical measures of

discrimination.

3.1 The Estimation Sample

We restrict the sample to eligible respondents who were employed full-time (i.e., those working
more than 35 hours per week), were practicing law at the time of the survey and were less than
45 years of age. We further restrict the sample to individuals who passed the bar after the date of
their law degree as well as to those who were not in their current job more than two years prior to
graduating law school. Finally, we restrict the sample to respondents who have complete
information on all of the key variables of interest for our analysis leaving a final sample size of
2,694 respondents.

We create indicator variables to categorize new lawyers into one of the four following
groups: (i) minority men (including homosexual men); (ii) minority women (including
homosexual women); (iii) white (heterosexual) women; and (iv) white (heterosexual) men.
Henceforth we refer to these groups as minority men, minority women, white women, and white
men, respectively. Our sample includes 412 minority men, 449 minority women, 760 white

women, and 1073 white men.
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3.2 Annual Salaries and Reported Discrimination

Table 1 reports the annual mean salaries for our four groups of new lawyers. The white male
lawyers in our sample earn $88,751 on average each year, while male lawyers who are members
of minority groups earn $94,653 -- 6.2 percent more. Despite the similarity in their educational
backgrounds, female lawyers earn substantially less than their male counterparts. Specifically,
white women earn $82,165 which is 8.0 percent less than white men, while minority women earn
on average $82,409, i.e., 7.7 percent less. The magnitude of this gender earnings gap among
white lawyers is consistent with the earnings gap often found for lawyers in their first year of
employment (Wood et al. 1993; Biddle and Hamermesh 1998), while the gender earnings gap
among lawyers in minority groups is somewhat larger.

Table 1 Here

The men and women in our sample were asked whether or not they have experienced any
of the following in their place of work as a result of their race, religion, ethnicity, gender,
disability, or sexual orientation: (i) demeaning comments/harassment; (ii) client requests for
someone else to handle a matter; or (iii) other form of discrimination.'* Using this information,
we created three indicator variables which equal one for those respondents who report
experiencing these forms of discrimination or harassment and zero otherwise.

Our results indicate that men who are members of minority groups are nearly four times
as likely as white men to report that they have experienced demeaning comments or harassment
at work (see Table 1). In particular, 11.1 percent of minority men report having been the victim
of harassment, while 12.7 percent report having experienced other forms of discrimination. The

incidence of perceived harassment and discrimination is even higher among female lawyers.

1 For simplicity we will refer to these outcomes as harassment, client discrimination, and other discrimination
respectively. “Other Discrimination” includes both missed assignment and other forms of discrimination.
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More than one in five white women (21.9 percent) and one in four minority women (25.3
percent) report experiencing harassing behavior at work, while female lawyers also report
significantly more client and other discrimination than do their male colleagues. Interestingly,
the disparity between white and minority women's perceptions of discrimination and harassment
are not statistically significant, suggesting that at least with respect to these behaviors the issue is
one of gender not of minority status.

We investigate the relationship between our indicators of harassment and discrimination
in more depth in Table 2 by testing for significant differences across a series of conditional
means. For example, columns 1 and 2 report the incidence of client and other discrimination
among those who do and do not experience harassment. If harassment and discrimination are
independent events, we would expect these conditional means to be the same. We find,
however, that with few exceptions the incidence of both client and other discrimination is
significantly higher among those individuals who report experiencing harassment than among
those who do not. For example, among those white female lawyers who do not experience
harassment only one in ten report experiencing client or other discrimination. Among those who
do report harassment, these rates soar to 24.9 (client discrimination) and 49.6 percent (other
discrimination). Similarly, the incidence of client discrimination is significantly higher among
those reporting other forms of discrimination than for those who do not, e.g., 30.0 versus 9.8
percent for white women (see columns 5 and 6). Thus, it appears that harassing and

discriminatory behavior may be closely intertwined within the legal profession. Alternatively, it

12



may be that our measures of harassment and discrimination are simply too blunt to completely
capture the specific nuances of gender and racial bias.*?

Table 2 Here

3.3 Observable Characteristics
We control for the following demographic characteristics in the model: age, marital status, and
presence of children.’* New lawyers are roughly 31 years of age irrespective of their group (see
Table 3). In addition, white men are more likely to be married than are individuals in all other
groups (65 percent) followed by white women (54 percent), minority men (51 percent), and
minority women (42 percent). Finally, white (minority) men are 1.9 (1.6) times more likely to
have children present than are white (minority) women.

Table 3 Here

Our estimation model also includes a number of controls to account for respondents’
educational backgrounds. Specifically, we include indicators for directly entering law school,
passing the bar exam on the first attempt, law school rank, participating in law review, pro bono
work, and moot court while in law school, and leadership activities while in law school, as well
as the number of additional job offers received and tenure on the current job.

Table 3 reveals that irrespective of their minority status or gender, roughly 60 percent of
new lawyers do not go to law school directly. Minority men and women are less likely to go to
law school directly (38 and 39 percent, respectively) than are white men (41 percent) and women
(44 percent). Table 3 also shows that white men (women) are 9 (7) percentage points more

likely to pass the bar on the first try relative to their minority counterparts. Interestingly, we find

12 Antecol et al. (2009) find that when asked directly, men and women do appear to discriminate between incidents
of sex discrimination and incidents of sexual harassment making the wording of survey questions regarding
discrimination and harassment very important

13 See Appendix Table 1 for variable definitions.
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that minorities are more likely to go to higher ranked schools relative to their white counterparts.
Furthermore, all groups had roughly 3 additional job offers and 1.3 years of tenure on their
current job. Women were also found to be more likely to participate in law review (3 to 4
percentage points depending on minority status) and do pro bono work (roughly 7 percentage
points irrespective of minority status) while their male counterparts were more likely to
participate in moot court (2 to 4 percentage points depending on minority status). Participation
in pro bono work was also substantially higher among minorities than their white counterparts
(roughly 7 to 8 percentage points depending on gender). Finally, women (minorities) were more
likely to report taking a leadership role than their male (white) counterparts; roughly 4 (10) to 10
(15) percentage points depending on minority status (gender).

We also account for firm characteristics (indicators for firm type and firm size) in our
analysis. According to Table 3, white men are more likely to be in private practice (80 percent)
relative to minority men (72 percent), white women (76 percent) and minority women (66
percent). Minority women are more likely to work in government (24.6 percent), followed by
white women (19.4 percent), minority men (18.6 percent), and white men (12.6 percent). White
women are the least likely to be in solo practice (1 percent) compared to the other three groups
(roughly 5 percent). In addition, minority men (women) tend to work in firms with roughly 17
(7) more employees than their white counterparts.

Finally we include a measure of average earnings for lawyers in the region in our
analysis. Interestingly, white men are more likely to be working in regions with lower average
wages ($79,810) while minority women are more likely to be working in regions with the highest
average wages ($89,586), with minority men ($86,793) and white women ($82,124) falling in

the middle.

14



4. Conceptual Framework and Estimation Strategy

Our goal is to understand the relationship between standard statistical measures of job-related
discrimination within the legal profession and lawyers’ own perceptions of discrimination.
Specifically, do statistical measures of discrimination accurately predict whether or not lawyers
believe that they themselves have experienced employer or client discrimination or have been the

victim of sexual harassment?

4.1 Statistical versus Perceived Discrimination
As the first step toward answering this question, we specify a series of group-specific earnings
models as follows:

v = XPB% +u +&f 1)
where i indexes individuals and g indexes our four target groups: minority men, minority

women, white women, and white men. Moreover, X. is a vector of productivity-related

characteristics including demographic characteristics, educational background, firm

characteristics, and a measure of average earnings for lawyers in the region.!* Finally,
uf captures unobserved, individual-specific factors driving earnings, B is a vector of
coefficients to be estimated, and ¢ is an error term with the usual properties.

We then define two alternative statistical measures of earnings disparity. The first

measure, D:, captures the deviation between what an individual would be expected to earn if he

or she were paid on the same basis as white men and what he or she actually earns. The second

4 gpecifically, personal characteristics include age, marital status, and the presence of children; educational
background includes indicators for directly entering law school, passing the bar exam on the first attempt, law
school rank, participating in law review, pro bono work, and moot court while in law school, and leadership
activities as well as the number of job offers received and tenure; and firm characteristics include indicators for firm
type (private, solo practice, government, other) and firm size.

15



measure, D7, reflects the difference between what one would earn if compensated in the same

way as white men rather than as other members of one's racial/gender group are compensated.

Specifically,
D = (X$ A" -y%) )

Dizz(xigﬁm_xig:ég) 3)
These two statistical discrimination measures are clearly related. However, D/ includes any

effect of unobserved, productivity-related individual effects (for example ability) in estimates of

the extent of earnings disparity, while D/ ignores the earnings effects of individuals' unobserved

characteristics (i.e., z° ), focusing only on the difference in the returns (ﬂAm — %) to individuals'
observed characteristics ( X;). By definition, for white men equation (3) equals 0.

Following Kuhn (1987), we assume that women and minorities use the information
embodied in these statistical measures of discrimination -- along with private information about
their own specific employment conditions, the treatment they have received from their firms and
clients, etc. -- to develop views about whether they themselves have been the victim of
discrimination or sexual harassment. Specifically, let the extent to which individual i believes
that he or she has been discriminated against be given by:

PD; =D/ +w, +7, (4)
where j = 1, 2 and o, is non-statistical (Kuhn 1987) or intangible discrimination (Laband and

Lentz 1993) which is observed by the individual, but not the econometrician and 7, is a random

error term.
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4.2 Estimation Equation: The Probability of Reporting Discrimination
Individuals are assumed to report that they have experienced discrimination whenever their latent

perceived level of discrimination exceeds some threshold value, z(k;) . These thresholds can be

thought of as reflecting individuals' sensitivity to (or willingness to report) behavior that is
potentially racially or gender biased.™ Specifically, the probability that an individual reports

discrimination is given by:

Pr(PD, =1) = Pr(;D; + e, > 2(k,)) (5)
where @, =a(X,). 2(k)=(@X; +), and ¢, ~N(0,07)and COV(X;,p)=0. Thus, we

allow for the possibility that individuals' observed characteristics affect both the extent of non-
statistical (intangible) discrimination they experience as well as their sensitivity to those
experiences, i.e., the threshold they use when reporting that discrimination has occurred. Given
the data available to us, it is not possible to separately identify these two effects.*°

This framework results in the following reduced-form estimation equation for the
probability that a lawyer reports being the victim of client discrimination, other work-related

discrimination, or harassment:

5 Kuhn (1987) conceptualizes Z(ki) as the degree of certainty a woman has that her experiences represent "true"

discrimination. It may also capture variation in individuals' beliefs about the specific events or experiences that are
in fact discriminatory. In particular, there is evidence that views a