
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

DISCRIMINATION 
and economic mobility 

 
Melissa Favreault, The Urban Institute 

KEY FINDINGS: 

 
• Measuring discrimination is 

extremely challenging.  Analysts 

must disentangle the effects of 

disparate treatment from those of 

differences in characteristics that 

can contribute to group-level 

differences in outcomes. 

 

• Although levels of discrimination 

have clearly declined in recent 

decades, results from a wide range 

of audit and field experiments 

suggest that African-Americans and 

Hispanics continue to experience 

some discrimination in labor and 

housing markets (for example, 

Bertrand and Mullainathan 2004, 

Turner, Ross, Galster, and Yinger 

2003).   

 

• The implications for mobility have 

not been well-examined because of 

data limitations and the complexity 

of the disentangling multiple factors, 

but the cumulative nature of 

discrimination‘s effects suggests 

effects could be significant. 

 

• In one recent study (Pew Research 

Center 2007), most African 

Americans reported that 

discrimination, while a regular and 

important presence in their lives, 

may be secondary to individual 

effort when it comes to ―getting 

ahead.‖   While public opinion data 

have limited value for making 

causal inferences, they do provide 

useful insight into perceptions that 

reflect life experiences. 

 

 

 

Discrimination—defined here as less favorable treatment in an 

important institution, like the education or criminal justice 

system, or market, like a labor, financial, or housing market, 

solely on the basis of an ascribed characteristic, like age, race, 

or gender—undermines relative economic mobility, both within 

and across generations. Our society’s meritocratic ideals are 

based on the assumption that competitions are fair, and that 

hard work and natural talents, rather than one’s skin color, 

birth year, or gender, determine one’s outcomes. Competitions 

that are not fair and open can cause serious harm to 

individuals and further undermine the legitimacy of the entire 

system. 

 



We focus this review on discrimination primarily on the basis of race.
1
 Many of the concepts and 

measurement issues that we discuss are applicable or similar for understanding other forms of 

discrimination, for example, those on the basis of age, gender, disability status, or sexual 

orientation. In a few places, we cite the literature on age and gender discrimination in addition to 

literature on race to provide additional context for findings.  

 

Our goal is not to catalogue disparities or progress in reducing disparities in social and economic 

outcomes by race.
2
 Likewise, we touch only lightly on why people might discriminate and the 

different types of discrimination. Rather, our goal is to try to understand to what extent 

discrimination by race persists and could contribute to relative immobility for racial and ethnic 

minorities, particularly African Americans. 

 

The United States clearly has had a troubled history of discrimination and exploitation on the 

basis of race, with an important legacy that persists to the current day. Discrimination can help to 

explain, at least partially, the important linkages between race and economic mobility. Many 

studies suggest that both inter- and intragenerational upward mobility is lower for blacks than 

non-blacks (see, for example, Corcoran 1995; Hertz 2005, 2006; Isaacs 2007; Kearney 2006; 

Bhattacharya and Mazumder forthcoming; McBrier and Wilson 2004). Segregation, whether of 

neighborhoods, schools, workplaces, juries, clubs, or other important social institutions, may also 

help to explain these disparities in mobility by race within and across generations. Segregation 

can arise and persist because of both voluntary arrangements and choices and active prejudice and 

discrimination, ranging, for example, in the residential case from overt intimidation and 

restrictive covenants to more subtle ―steering‖ by real estate professionals.
3
  

 

Measurement of discrimination is extremely challenging (and indeed controversial). Disparities in 

outcomes across racial or ethnic groups cannot necessarily be attributed to discrimination and its 

legacy or to segregation. An analyst needs to disentangle discrimination from the effects of 

differences in characteristics that can contribute to differences in employment, income, health, 

housing, or financial wealth outcomes across groups. These cover a wide spectrum, like quality of 

education, household composition, and family stability, and behaviors, ranging from things 

like diet, exercise, and smoking, to parenting style and quality, all the way to levels of 

entrepreneurship. Analysts also need to take into account selection issues, for example choices 

individuals freely make with respect to occupation and the number of hours they work, which 

may lead to different lifetime earnings prospects.  

 

This ―disentangling‖ is an extraordinarily complex problem, given that educational, employment, 

and family outcomes may themselves react to and/or result from perceived or historical 

discrimination. The idea that markets can have a number of equilibria is useful here. One can 

imagine, for example, that differences in marital outcomes by race might be reduced if there were 

less reluctance to marry across racial lines (Loury 2007).
4
 Likewise, educational investments 

could vary based on perceived return to education, with perception of a lesser return among those 

                                                 
1
 We use the term ―race‖ to designate a subjective social category under which ―observed or ascribed 

characteristics…have acquired socially significant meaning‖ (Blank et al., 2004).  The National Academy 

study (Blank et al., 2004) uses the following definition of racial discrimination:  differential treatment on 

the basis of race that disadvantages a racial group and treatment on the basis of inadequately justified 

factors other than race that disadvantages a racial group (differential effect). 
2
 Some useful resources for these types of comparisons include Smelser et al. (2001) and DeNavas-Walt, 

Proctor, and Smith (2007). 
3
 For a review of literature on causes of segregation, see, for example, Charles (2003). 

4
 In 2005, about 7 percent of married couples were in interracial marriages. This is an enormous increase 

from earlier decades, but certain groups still remain very unlikely to intermarry. 

http://www.economicmobility.org/assets/pdfs/EMP_LitReview_Health.pdf
http://www.economicmobility.org/assets/pdfs/EMP_LitReview_Education.pdf
http://www.economicmobility.org/assets/pdfs/EMP_LitReview_Families.pdf
http://www.economicmobility.org/assets/pdfs/EMP_LitReview_SelfEmployment.pdf


that have previously experienced reduced opportunities leading to reduced investment in 

education.  

 

Methods used to determine the presence and extent of discrimination have included experimental 

studies, observational studies, public opinion surveys, and field based studies, including audit (or 

paired tester) studies (Blank, Dabady, and Citro, eds. 2004, see also Darrity and Mason 1998). 

Estimates of the prevalence of discrimination vary substantially by method and research protocol. 

Evidence from these studies suggests that the prevalence of racial discrimination has declined 

markedly in recent decades, but that discrimination persists in various key markets, perhaps 

differentially across the United States. (See, for example, Turner, Ross, Galster, and Yinger 

2003).  

 

The majority of studies of discrimination rely on the statistical analysis of observational data. 

Researchers who try to determine statistically whether discrimination is present in observational 

studies can reach widely diverging results. One reason for the great variation in estimates is that 

the effectiveness of the controls that researchers use for skills or qualification differ widely. This 

may result in ―omitted variable bias,‖ where the effect of the discrimination parameter may be 

poorly estimated (and this can lead to overestimates or underestimates of discrimination‘s level) 

because the variable serving to reflect it may be correlated with a missing variable. For example, 

using education to proxy for labor market skills and productivity has serious limits, as people who 

have attained the same degree may have been prepared very differently given that public school 

quality varies substantially across the United States and even within cities. When using education, 

one needs to differentiate high school degrees from General Equivalency Diplomas (see, for 

example, Heckman 1998). Likewise, using job tenure or some other experience measure can be 

important. A second frequent complication is sample selection bias (for example, because of 

missing populations). A difficulty that literature in this area confronts is that while it is relatively 

straightforward to compare wage rates to try to determine whether there is disparate treatment 

within jobs, this is more difficult across jobs. Researchers have advanced the notion of 

comparable worth to try to tease out instances in which salaries may differ more based on the 

characteristics of those who hold the job, compared to the job demands or difficulty of recruiting 

individuals to take the job. 

 

Audit studies, which rely on paired testers with identical credentials who differ only on the basis 

of the test characteristic such as race, age, or gender, are an alternative approach for detecting the 

presence and effect of discrimination in key markets (for an overview, see for example Fix and 

Struyk 1993). Similar field studies use virtually identical résumés that include ―clues‖ about the 

age, race, or gender of the applicant. One goal of these testing methods is to directly measure the 

process—and to specifically identify whether there are differences in various steps along the 

process, such as call-backs, how many units one is shown, whether one is invited to complete an 

application. Recent studies have shown modest but significant differences in net treatment in 

labor and housing markets by age, race, ethnicity, and gender in many American cities (see, for 

example, Turner et al. 2003). While intuitively appealing, audit tests are expensive to conduct 

well on a national scale and raise ethical issues, in part because of the costs that they impose on 

firms. Further, some analysts question the validity or generalizability of their findings, with a 

concern that average discrimination in a city may not well reflect levels at the margin, where 

economic transactions take place (see, for example, Heckman and Siegelman 1993, Heckman 

1998). Even their greatest critics do acknowledge that results of audit studies can be quite 

powerful because they are comparatively easy to understand and so frequently reveal apparent 

unfairness. The replication of their findings in field studies (for example, Bertrand and 

Mullainathan 2004) serves to reinforce the message. 

 



While discrimination is ultimately about behaviors that limit opportunities, attitudinal surveys can 

also provide useful information about the prevalence of prejudice and discrimination.
5
  The 

General Social Survey includes a number of questions about attitudes toward people that may be 

used to detect discrimination or integration and monitor changes over time.
6
  A recent study by 

the Pew Research Center (2007) explored racial issues and attitudes. Among its key findings is a 

disparity by race in perceptions of the prevalence of discrimination, with whites less likely than 

blacks to view discrimination as a problem. About two thirds of blacks report frequent 

discrimination when applying for jobs and housing, and substantial fractions report discrimination 

in settings like restaurants. No doubt these reports are based in experience. A second interesting 

finding from the study is that most African Americans believe that discrimination, while 

widespread and important to outcomes, may be secondary to individual effort when it comes to 

―getting ahead.‖ Just over half of blacks report responsibility for own condition as hampering 

African American progress, compared to 30 percent who classify discrimination as primary. 

(Comparable figures for whites are 71 and 15 percent, respectively. Hispanics fall in between the 

non-Hispanic blacks and whites, with 24 percent citing discrimination and 59 percent citing 

personal responsibility.)  Of course, one concern with these types of surveys is that individuals 

may not accurately report attitudes that are considered socially undesirable. They may also prefer 

to see their successes as the result of internal qualities or effort, like hard work and talent, rather 

than supported by a system of racial privilege, or they may rationalize their failures by attributing 

them to an external force. Such results thus need to be interpreted conservatively. Nonetheless, 

the consistency of the findings from self-reported data with the field evidence suggests that this 

source of data should be taken into account in a larger evaluation of these questions. 

 

While the prevalence of discrimination may be comparatively modest, and may have fallen over 

recent decades, its lifetime effects can still be quite significant. For example, the 2000 housing 

audit studies suggested a gross probability of diminished treatment for African Americans 

seeking rental spaces of about 21 percent and of about 16 for those seeking to purchase a home; 

Even if the probability of discrimination in any given transaction is under some bound, like a 

quarter, as in the housing example, when this probability is applied to the number of transactions 

of substantial economic significance a person undertakes in the course of a year or even a 

lifetime, the total effect will certainly be greater. Cumulative effects of discrimination sometimes 

thought of in tandem with notions of cumulative advantage/disadvantage, which encompasses a 

broader spectrum of forms of favorable/unfavorable treatment, could be particularly important 

when considering mobility, and perhaps especially intergenerational mobility. While a paucity of 

data limits multigenerational study, it is certainly not difficult to imagine that if a person pays a 

little bit more for an apartment and gets a slightly lower-paying job, she cannot save as much, so 

                                                 
5
 Much of the social science literature suggests that prejudices may be the result rather than the cause of 

discrimination (see, for example, Allport 1958). The theory is that inconsistency between democratic ideals 

and unfair treatment of subgroups requires rationalization of one‘s privilege, rationalization that can take 

the form of assumed superiority of one‘s own group. This implies that targeting behavior may be more 

effective at reducing discrimination than targeting attitudes. 
6
 These include such questions about the following:  whether the government is doing enough to ―improve 

the condition of blacks‖; whether a person with racist attitudes should be allowed to speak, teach; whether 

blacks should ―push themselves where they are not wanted‖; whether whites have the right to keep blacks 

out of their neighborhoods, etc.; social distance measures (whether the respondent socializes with people of 

other races); attitudes toward affirmative action; whether differences across groups are mainly due to 

discrimination, educational opportunities, innate abilities, motivation, relative wealth/intelligence/ 

propensity for violence, of the different groups; whether the respondent would want to live in a 

neighborhood of various racial compositions, whether the respondent would accept a relative marrying 

someone of a given race, perceptions of levels of discrimination in labor and housing markets (just some 

years), among others. 



has fewer resources for an expensive, higher-quality education, and perhaps will take longer to 

get a promotion. Even if the apartment does not cost more, but it simply takes longer to complete 

the transaction, the process is more expensive since valuable time that could have been spent on 

labor or leisure is lost. ―Street level‖ indignities can further affect quality of life (Feagin 1991). 

Little differences compound rapidly.  

 

Some analysts use the term social exclusion to refer to extremes of disadvantage (e.g., de Haan 

1999), often characterized by extremely high levels of segregation (―hypersegregation‖) and low 

opportunity in highly distressed communities. Social exclusion remains among the largest 

problems in our wealthy society, and one of the most troubling with respect to economic 

mobility. (See the Grawe section on child achievement and neighborhood attributes.)   

http://www.economicmobility.org/assets/pdfs/EMP_LitReview_Wealth.pdf#nameddest=neighborhood


TYPES OF DISCRIMINATION  

 

Economists make a distinction between taste-based discrimination and statistical discrimination. 

The former concept refers to acting upon an unjustified preference, on the part of employers, 

employees, or their clients, for individuals in a given group. The latter refers to using average 

group characteristics to make a determination about an individual, such as a job applicant. To 

determine an applicant‘s key attributes, like industriousness, the decision-maker may use his or 

her perception or knowledge of ―average‖ characteristics of people in a group of which an 

applicant is a member as a criterion rather than undertake testing or extensive checking of the 

actual applicant, which could be costly.
7
 The latter form of discrimination is thus believed to be 

potentially economically ―efficient,‖ in the sense that it is a ―rational‖ form of maximizing 

behavior in a situation when knowledge is limited (Arrow 1972), while the former is not (Becker 

1971). 

 

There is increasing thought that there may be a third form of implicit discrimination (see, for 

example, Betrand et al. 2005), in which differential treatment of members of other groups may 

not actually result from conscious choices. Understanding how and why discrimination persists 

thus may also require examining subtle psychological processes and cues.
8
 The social 

psychological literature in this area is vast, so we highlight just a few findings. The theory of 

status characteristics and expectation states (see, for example, Berger, Cohen, and Zelditch 1972) 

identifies one mechanism though which discrimination may persist. The research on implicit 

associations tries to measure the extent to which individuals have negative associations with 

members of different groups (Greenwald et al. 1998), and how these might affect their behavior 

in various setting (see, for example, Green et al. 2007 for a test of effects in a medical setting). 

Closely related research on stereotype threat suggests that individuals‘ performance can be 

hindered when stereotypes about group performance are activated (Steele and Aaronson 1995).  

 

The study of discrimination does not need to be confined solely to instances in which race, age, or 

gender was the sole objective criterion for differential treatment. According to the definition in 

the National Academy Report (Blank et al. 2004), it can also include disparate impact based on 

―inadequately justified factors.‖ In employment, this can take the form of a requirement of a 

degree or education level that is beyond that necessary to perform a job. Many argue that such 

requirements can serve to disadvantage applicants on the basis of age, for example, given the 

secular rise in educational attainment. Other examples, from the criminal justice system, are 

sentencing disparities for various offenses (e.g., between powder cocaine and crack cocaine in the 

case of narcotics possession) that have been demonstrated to have disparate effects by race (U.S. 

Sentencing Commission 2004).
9
  

                                                 
7
 Blalock (1967) argues that in fields in which measurement of performance is less ambiguous (for 

example, sports or entertainment), integration/reduction of discrimination can occur more quickly. 
8
 Delving further into these psychological effects, the role of the mass media in perpetuating racial 

stereotypes could be important. The Pew Research Center study (2007) mentioned earlier revealed 

significant concerns about portrayals of blacks by the media, for example. 
9
 While some argue that crack cocaine‘s effects on communities are so much more devastating than those 

of powder cocaine that vast differences are justified, the U.S. Sentencing Commission recently revisited the 

disproportionality of sentences for highly similar offenses and finalized changes that became effective as of 

November 1, 2007. 



RACE AND ECONOMIC MOBILITY 

 

Research suggests that race plays a role in shaping both intragenerational and intergenerational 

mobility. Isaacs (2007) presents a comprehensive analysis of these issues. Here we summarize a 

few points. 

 

Isaacs (2007) finds that overall mobility patterns as reflected in the Panel Study of Income 

Dynamics (PSID) appear relatively similar for blacks and whites before controlling for income. 

Once one takes income into account, however, differences by race are quite striking. A first 

noteworthy finding on the intergenerational front is that for children of parents in the middle 

income quintile, whites are a bit more likely to have higher relative incomes than their parents: 

just over a third rise from the middle quintile, compared to a third that fall. Blacks, in contrast, are 

more likely to see their incomes fall relative to their parents, with over three fifths falling from 

the middle, compared to just 17 percent who see a rise to a higher quintile. Findings about 

children in the bottom income quintile are also worrisome, with blacks more than two and a half 

times more likely to be downwardly mobile than whites. 

 

This work is broadly consistent with Hertz (2005), who finds that black families have a 14 

percent higher rate of intergenerational persistence in the bottom income quartile, even after 

controlling for family size, parents‘ income and education. Hertz further finds that for white 

families, extreme upward mobility is much more likely than extreme downward mobility (14 

percent vs. 9 percent), whereas for black families, the opposite is true (4 vs. 35 percent). In later 

work, Hertz finds differences in mobility for blacks and whites persists even after controlling for 

parental background factors, children‘s education and health, and whether the household head 

was female or receiving welfare (2006).  

 

Bhattacharya and Mazumder (forthcoming) confirm that the intergenerational mobility for whites 

exceeds levels for blacks using data from the National Longitudinal Survey of Youth. Bjorklund 

et al. (2002) estimate the correlation among brothers‘ earnings in the United States, and find that 

it falls from 0.43 to 0.32 when sample is restricted to whites, backing up the finding of relative 

lack of mobility for blacks.  

 

One caveat to these analyses is that work in this area is frequently hampered by relatively small 

sample sizes for blacks in key longitudinal sources like the PSID, and concern about their 

representativeness. 

 

 

 

 

 

http://www.economicmobility.org/assets/pdfs/EMP_BlackandWhite_ChapterVI.pdf


AUDIT (PAIRED TESTING) AND OTHER FIELD STUDIES 

 

Paired testing methods have been used extensively in employment and housing markets to try to 

identify discriminatory treatment and, in some cases, to enforce laws against discrimination (for 

example, the Fair Housing Act). The housing market studies have arguably been more extensive 

than employment studies, and thus may be better for making inferences about the prevalence of 

discrimination. Audit methods have additionally been applied to other markets, such as those for 

new automobile purchases (Ayres and Siegelman 1995) and taxicab rides (Ayres et al. 2005). 

Researchers have even monitored baseball card transactions to try to better understand 

discrimination in a domain where performance is relatively easy to measure because of the 

enormous amount of statistical data available on players (Nardinelli and Simon 1999, Gabriel et 

al. 1995, List 2004).
10

 

 

Designers of these field tests try to randomize components of the experimental process to the 

extent possible; for example, they determine randomly which sites are visited and which tester 

arrives first. The quality of the experiment depends to a large extent on the quality of the match 

between testers. An effective test requires that testers are extremely similar on characteristics 

other than the one being tested that may influence the decisions of hiring persons or rental agents 

(e.g., testers must be similar in height, weight, style of dress, speech pattern/accent, presence of 

facial hair, and so forth so that researchers can rule out discrimination on the basis of one of these 

characteristics rather than the characteristic of interest). A quality test also requires unbiased 

testers. As a result, studies that have offered incentives for finding discrimination, for example, or 

that have had extensive training on the history of discrimination have drawn skepticism.  

 

Because of the difficulties associated with getting close matches and unbiased testers, some 

researchers have, in the labor market context, used resumés (linked to answering machines and 

electronic mail accounts) rather than actual people to test labor market barriers (Bertrand and 

Mullainathan 2004, Lahey 2008). The resumés include randomly generated clues to age, race, or 

gender but otherwise identical work histories. This approach allows analysts to consider the 

results from a large number of applications, important for insuring accuracy in estimates of 

prevalence of discrimination. A main limit to these studies is that the outcome variable is a ―call-

back‖ from the résumé, rather than optimal measures like employment and salary offers. 

However, the linkage between callbacks and eventual offers is logical, and this adds to the 

persuasiveness of the findings. 

 

In interpreting the results from audits and similar field studies, many analysts recommend the use 

of net rather than gross measures of differential treatment. Audits typically find that in some 

fraction of transactions, the minority group member receives better treatment, while in others the 

majority group member is treated better or there is no difference. The net is simply the difference 

between occasions of favorable treatment for the majority and favorable treatment for the 

minority tester. This reduces the chance that random error (for example, from catching an agent at 

a bad time of day) is misinterpreted as discrimination. Some, however, argue that the net measure 

may understate discrimination, and so interpret the net measure as the lower bound of 

discriminatory treatment. 

 

The table summarizes some of the key findings from paired tests, both audits and field studies 

that use résumés.  

                                                 
10

 Analogous tests have included ―blind‖ auditions for orchestras (for analysis and discussion, see Goldin and Rouse 

2000). 

 



 

Selected Efforts to Measure Discrimination Using Audit and Other Pair Methods 

Study Market / Location Comparison Groups, Methods/Sample sizes, Key 

Results 

Turner and Ross 

(2003); Turner, 

Ross, Galster, 

and Yinger 

(2003); Turner, 

Bednarz, Herbig, 

and Lee (2003) 

Housing (rental and 

purchase), 2000:  

23 metro-politan 

areas with 

significant minor-

ity populations (16 

for blacks, 10 for 

Hispanics, 4 for 

Native Americans, 

11 for Asian and 

Pacific Islanders) 

Conducted 4,600 paired tests. Finds gross diminished 

opportunities for testers on the order of 21 and 24 

percent for African Americans and Hispanics, 

respectively, for rentals and 16 and 20 percent in 

purchases for the two groups. For African Americans, 

this represents a significant reduction since last major 

test 1989 (when rates were closer to 26 and 29 percent 

for rentals and purchases, respectively). Reduced 

opportunities for Native Americans in Minnesota, 

Montana, New Mexico primarily occur through denial 

of information. Asian discrimination lower bound may 

not differ from zero because of a mixed pattern across 

regions. 

Bertrand and 

Mullainathan 

(2004) 

Labor markets,  

Boston and 

Chicago  

Sent out 5,000 résumés. Finds evidence of differential 

treatment by race (as presented with stereotypical 

names) in call-backs. The differential differs by 

applicant quality. Finds ―white sounding‖ name can be 

approximately equivalent to eight years of experience. 

Living in a ―better‖ neighborhood helps, and does not 

affect blacks and whites differently. Finds no 

difference across occupations in the racial preference. 

Further tests for average economic background of 

people with names to account for differentials in 

naming by class suggest that class (rather than race) is 

not the main explanation. 

Lahey (2008) Greater Boston,   

Fort Lauderdale 

labor markets 

Sampled 3,996 firms. Used résumés for women of 

various ages. Younger workers are about 40 percent 

more likely to receive interviews.  

Neumark, Bank, 

Van Nort (1996) 

Labor market 

(higher-price 

restaurants) 

About 130 tests (65 pairs). Finds women at a 

disadvantage, receiving fewer interviews and offers 

(probabilities reduced by 0.32 and 0.4, respectively) at 

higher priced restaurants. Suggests that customer taste 

may partially account for difference. 

Cross et al. 

(1990); Turner et 

al. (1991) 

Entry-level 

employment 

(Chicago and San 

Diego), (Chicago 

and DC)  

Approximately 740 tests. Looked at various phases of 

the process (application, interview, including length, 

offer). Finds fewer opportunities for blacks and 

Hispanics. Black applicants were less likely to receive 

an interview than white counterparts. For blacks, 

interviews were likely to be shorter and contain more 

negative remarks. Blacks were more likely to be denied 

a job and to be steered to less desirable jobs. Also finds 

variation across cities. Blacks experienced poorer 

treatment in D.C. than in Chicago. Hispanic auditors 

were treated worse in Chicago relative to San Diego.  

Turner et al.  

(2002) 

Mortgage lending 

(Chicago and Los 

Approximately 250 tests. African Americans and 

Hispanics experience statistically significant 



Angeles) probability of unequal treatment (e.g., less coaching, 

told about fewer products, denial of price or loan 

amount information) in both cities. Used pre-tests in 

Orange County and New Orleans to develop/ refine 

protocols. Pre-tests suggested that pre-application 

estimates of home price and loan amounts were an 

important source of discrimination. 

 

The table includes information about several large national tests of the housing market, the most 

recent of which was fielded in 2000 (previous tests were fielded in 1977 and 1989; for 

information on earlier studies, see Yinger 1986). The Department of Housing and Urban 

Development (HUD)-funded tests suggest significant but declining levels of disparate treatment 

for African Americans over time, and disparate treatment for Hispanics, with no decline since 

1989. Pilot tests (not shown in the table) suggest diminished opportunities for people with 

disabilities to obtain housing (Turner et al. 2005). A mortgage lending test, also sponsored by 

HUD, found that the loan acquisition stage in the homebuying process can be a further point of 

discriminatory treatment (Turner et al. 2002; for a review of prior work on lending, see Turner 

and Skidmore 1999). 

 

On the employment side, the résumé tests suggest substantial employment discrimination against 

blacks (Bertrand and Mullainathan 2004) and older women (Lahey 2008). Paired tests reveal 

further bias against blacks and Hispanics (Cross et al. 1990; Turner et al. 1991) and women in 

high-priced restaurants (Neumark et al. 1996). 

 

Heckman (1998) and Heckman and Siegelman (1993) have presented some of the most serious 

criticisms of the audit studies. At the highest level, they argue that the results of audit studies 

must be interpreted carefully. Key economic transactions take place at the margin. An average 

measure of discrimination, as in an audit based, for example, on a random sample of entry-level 

transactions, may not well reflect the marginal effect in firms where members of different racial 

and ethnic groups do business. Further, employment audits have focused on entry-level positions, 

thereby neglecting such processes as promotion. Similarly housing tests have focused on early 

stages in the rental and purchase processes, including number and quality of units shown. This 

focus on a small subset of market transactions limits generalizability and could lead to 

misstatement of levels of discrimination in broader markets. Likewise, a focus on advertised jobs 

or housing units may not yield a representative sample of positions/units, neglecting the effects of 

social networks on employment and housing. (Some speculate that the bias against minority 

groups found in most audits may actually be greater, given that network connections are more 

likely to benefit majority group members.) On the level of implementation, Heckman and others 

have also expressed concern about the training of testers, who may be biased toward finding 

discrimination as a result of training and objectives of the study. (Résumé studies are likely less 

subject to these latter criticisms, though generalizability arguments would still remain to the 

extent that targeted positions are highly select.) 



SEGREGATION AND SOCIAL EXCLUSION 

 

Because many public institutions and services assumed to have close links to life chances and 

thus income mobility, such as public schools, are so tied to place of residence, we briefly focus 

here on some of the trends in residential segregation and theories about its broader effects.
11

 We 

acknowledge that other forms of segregation, for example workplace segregation, are also 

important (for a review, see, for example, Reskin et al. 1999), and indeed are frequently closely 

related to residential segregation. However, the limits of this forum prevent us from fully 

exploring the rich literature in this area.  

  

Levels of Segregation.  Despite recent progress, the United States remains deeply segregated on 

the basis of race.
12

 The U.S. Census Bureau produced an analysis of levels of residential 

segregation by race and ethnicity over the 1980 to 2000 period (Iceland and Weinberg 2002). The 

report revealed a modest decline in the segregation of blacks over the period, coupled with 

increases in segregation of Hispanics and Asian Americans. Nonetheless, segregation of African 

Americans remains higher than segregation for other groups. Levels of residential segregation 

tend to be higher in areas with older housing stocks, and lower in newer areas (for example in the 

West), consistent with other findings (e.g., Farley and Frey 1994, Logan, Stults, and Farley 2004).  

 

Wilkes and Iceland (2004) use 2000 Census data and focus on the most extreme cases of 

segregation (labeled ―hypersegregation‖), cases where groups are segregated on many different 

dimensions.
13

 They find that blacks are hypersegregated in 29 metropolitan areas of the United 

States, and Hispanics are hypersegregated in 2. This again represents a modest decline from 1990, 

but is nonetheless troubling. 

 

Consequences of Segregation.  Among the compelling arguments that attorneys used in the 

landmark Brown vs. Board of Education decision was the contention that segregation was itself 

damaging to children. For example, tests conducted by social psychologists Kenneth and Mamie 

Clark, asking children about dolls of different races, suggested that segregation of schools had 

detrimental psychological effects on children that affected their ability to learn (for a discussion 

of the Clark study, see Garfinkel 1959).  

 

Since that time, a large number of studies have tried to advance understanding of whether and 

how segregation affects important social and economic outcomes. Cutler and Glaeser (1997), for 

example, look at the city level and find that blacks in more racially segregated U.S. cities have 

significantly worse outcomes on a range of measures than blacks living in more integrated 

environments. They attempt to identify the mechanisms through which segregation operates, and 

test hypotheses about the relative importance of economic versus racial segregation, the extent to 

which lack of role models is a factor, and the extent to which physical distance from jobs is a 

factor (the ―spatial mismatch‖ hypothesis). They find evidence that all of these factors play roles, 

and find continuing effects of segregation after accounting for these types of factors.   

 

                                                 
11 Addressing these questions poses extremely difficult methodological challenges (i.e., it is difficult for 

researchers to establish causality in these analyses, given sample selection). 
12

 There are a number of widely used measures of levels of residential segregation. These include the 

dissimilarity index and the isolation index. For one discussion of the relative merits of various measures of 

segregation, see James and Taeuber (1985). 
13

 Conceptual dimensions of segregation include evenness, exposure, concentration, clustering, and 

centralization (Massey and Denton 1988). 



Analyses like Cutler and Glaeser‘s draw from a rich theoretical and empirical base. Massey and 

Denton (1993) point to residential segregation by race, which they attribute largely to 

discrimination in the housing market, as playing an important causal role in the development and 

perpetuation of ghettos. They argue that isolation serves to increase economic vulnerability in 

times of recession, which in turn plays into a host of other social problems. Wilson, in earlier 

work, highlighted many of these concerns and additionally highlighted the role of male 

joblessness (1987). Wilson argues further that outmigration from central cities by higher-income 

blacks also played an important role in concentrating poverty. Kasarda (1989) did other early 

descriptive work on spatial mismatch between jobs and inner-city residents. 

 

Cashin (2004) argues that integration is still an important social goal, and that both whites and 

non-whites pay steep costs for segregation. This work, more of a synthesis piece than traditional 

social science study, highlights the enormous differences in housing costs, school quality, and 

amenities between communities with different racial compositions. These differences persist even 

when the communities have similar incomes (and Cashin uses communities surrounding 

Washington, DC as one prominent example). 

 

 



GLOSSARY 

 

 

Comparable worth, a term equivalent to pay equity, refers to the principal that workers should be 

compensated similarly for work that requires comparable responsibilities, training, skills, 

and effort. 

 

Intragenerational mobility measures the change in one‘s economic situation over a period of 

years within a single generation, or one lifetime. By measuring the evolution of an 

individual‘s or family‘s income over time, one can determine intragenerational mobility 

in absolute or relative terms.  

 

Intergenerational mobility refers to mobility from one generation to the next and captures the 

extent to which a child‘s economic success is independent from that of his or her parents. 

A society will have greater intergenerational mobility when there is a weaker correlation 

between a child‘s income and his or her parents‘ income. 

 

Racial discrimination refers to differential treatment on the basis of race that disadvantages a 

racial group and treatment on the basis of inadequately justified factors other than race 

that disadvantages a racial group (differential effect) (Blank et al. 2004). 

 

Taste-based discrimination refers to conscious discrimination based on either employee or 

customer preferences for individuals from a certain group (Becker 1971). 

 

Statistical discrimination refers to conscious discrimination that attempts to use group-level 

characteristics to estimate individual characteristics (Becker 1971). 

 

Implicit discrimination refers to discrimination that is unintentional and outside of the 

discriminator‘s awareness (Betrand et al. 2005). 



REFERENCES 

 

Allport, Gordon. 1958. The Nature of Prejudice. New York:  Doubleday. 

 

Arrow, Kenneth J. 1972. ―Some Mathematical Models of Race Discrimination in the Labor 

Market.‖ In A.H. Pascal, ed. Racial Discrimination in Economic Life. Lexington, MA: 

D.C. Heath: 187-204. 

 

Ayres, Ian and Peter. Siegelman. 1995. ―Race and Gender Discrimination in Bargaining for a 

New Car.‖ American Economic Review. 85(3): 304–321. 

 

Ayres, Ian; Fredrick E. Vars; and Nasser Zakariya. 2005. ―To Insure Prejudice:  Racial 

Disparities in Taxicab Tipping.‖  Yale Law Journal. 114(1613). 

 

Becker, Gary. 1971. Economics of Discrimination, Volume 2. Chicago:  University of Chicago 

Press. 

 

Berger, Joseph; Bernard P. Cohen; and Morris Zelditch, Jr. 1972. ―Status Characteristics and 

Social Interaction.‖  American Sociological Review. 37(3): 241-255. 

 

Betrand, Marianne; Dolly Chugh; and Sendhil Mullainathan. 2005. ―Implicit Discrimination.‖  

The American Economic Review. 95(2): 94-98. 

 

Bertrand, Marianne and Sendhil Mullainathan. 2004. ―Are Emily and Greg More Employable 

Than Lakisha and Jamal? A Field Experiment Evidence on Labor Market 

Discrimination.‖ The American Economic Review. 94(4): 991-1013. 

 

Bhattacharya, Debopam and Bhaskar Mazumder (forthcoming). ―Nonparametric Analysis of 

Earnings Mobility in the U.S.‖ 

 

Björklund, Anders; Tor Eriksson; Markus Jantti; Oddbjorn Rauum; and Eva Osterbacka. 2002. 

―Brother Correlations in Earnings in Denmark, Finland, Norway and Sweden Compared 

to the United States.‖ Journal of Population Economics.15(4): 757-772. 

 

Blalock, Hubert M. Jr. 1967. Toward a Theory of Minority-Group Relations. New York:  

Capricorn Books.  

 

Blank, Rebecca M.; Marilyn Dabady; and Constance Citro, editors. 2004. Measuring 

Discrimination. Washington DC:  National Academies Press. 

 

Cashin, Sheryll. 2004. The Failures of Integration:  How Race and Class are Undermining the 

American Dream. New York: Public Affairs. 

 

Charles, Camille Zubrinsky. 2003. ―The Dynamics of Racial Residential Segregation.‖ Annual 

Review of Sociology. 29: 167-207. 

 

Corcoran, M. 1995. ―Rags to Rags:  Poverty and Mobility in the United States.‖  Annual Review 

of Sociology. 21:  237-67. 

 



Cross, Harry; Genevieve Kenney; Jane Mell; and Wendy Zimmerman. 1990. Employer Hiring 

Practices:  Differential Treatment of Hispanic and Anglo Job Seekers. Washington DC:  

Urban Institute Press. 

 

Cutler, David M. and Edward L. Glaeser. 1997. ―Are Ghettos Good or Bad?‖  The Quarterly 

Journal of Economics. 112(3): 827-872. 

 

Darity, William A., Jr. and Patrick L. Mason. 1998. ―Evidence on Discrimination in Employment: 

Codes of Color, Codes of Gender.‖ Journal of Economic Perspectives. 12(2): 63-90. 

de Haan, Arjan. 1999. ―Social Exclusion: Towards an Holistic Understanding of Deprivation.‖  

http://www.dfid.gov.uk/pubs/files/sdd9socex.pdf 

 

DeNavas-Walt, Carmen; Bernadette D. Proctor; and Jessica Smith. 2007. Income, Poverty and 

Health Insurance Coverage in the United States:  2006. Current Population Reports P60-

233. Washington, DC:  U.S. Census Bureau. 

 

Farley, Reynolds and William H. Frey. 1994. ―Changes in the Segregation of Whites from Blacks 

During the 1980s:  Small Steps toward a More Integrated Society.‖ American 

Sociological Review. 59(1): 23-45. 

 

Feagin, Joe R. 1991. ―The Continuing Significance of Race:  Antiblack Discrimination in Public 

Places.‖  American Sociological Review. 56(1): 101-116. 

 

Fix, Michael and Raymond J. Struyk, eds. 1993. Clear and Convincing Evidence:  Measurement 

of Discrimination in America. Washington DC:  Urban Institute Press. 

 

Fix, Michael and Margey Austin Turner. 1998. A National Report Card on Discrimination in 

America: The Role of Testing. Washington, DC: Urban Institute Press. 

 

Gabriel, Paul E.; Curtis Johnson; and Timothy J. Stanton. 1995. ―An Examination of Customer 

Racial Discrimination in the Market for Baseball Memorabilia.‖ The Journal of Business. 

68(2): 215-230. 

 

Garfinkel, Herbert. 1959. ―Social Science Evidence and the School Segregation Cases.‖ The 

Journal of Politics. 21(1): 37-59. 

 

Goldin; Claudia and Cecilia Rouse. 2000. ―Orchestrating Impartiality: The Impact of ‗Blind‘ 

Auditions on Female Musicians.‖ American Economic Review. 90(4): 715-741. 

 

Green, Alexander R.; Dana R. Carney; Daniel J. Pallin; Long H. Ngo; Kristal L. Raymond; Lisa 

I. Iezzoni; and Mahzarin R. Banaji. 2007. ―Implicit Bias among Physicians and its 

Prediction of Thrombolysis Decisions for Black and White Patients.‖ Journal of General 

Internal Medicine. 22(9): 1231-1238. 

 

Greenwald, Anthony G.; Debbie E. McGhee; and Jordan L. K. Schwartz. 1998. ―Measuring 

Individual Differences in Implicit Cognition:  The Implicit Association Test.‖ Journal of 

Personality and Social Psychology. 74(6): 1464-1480. 

 

Heckman, James J. 1998. ―Detecting Discrimination.‖  Journal of Economic Perspectives. 12(2): 

101-116. 



Heckman, James J. and Peter Siegelman. 1993. ―The Urban Institute Audit Studies:  Their 

Methods and Findings.‖ In Michael Fix and Raymond J. Struyk, eds. Clear and 

Convincing Evidence:  Measurement of Discrimination in America. Washington DC:  

Urban Institute Press. 

 

Hertz, Thomas. 2005. ―Rags, Riches, and Race: The Intergenerational Economic Mobility of 

Black and White Families in the United States.‖ In Samuel Bowles, Herbert Gintis, and 

Melissa A. Osborne, eds., Unequal Chances: Family Background and Economic Success. 

New York: Russell Sage Foundation and Princeton University Press. 

 

Hertz, Tom. 2006. ―Understanding Mobility in America.‖ (unpublished paper, Center for 

American Progress Discussion Paper, Washington, DC.) 

 

Iceland, John and Daniel H. Weinberg, with Erika Steinmetz. 2002. Racial and Ethnic Residential 

Segregation in the United States, 1980-2000. U.S. Census Bureau, Census 2000 Special 

Reports CENSR-3. Washington, DC:  U.S. Government Printing Office. 

 

James, David R. and Karl E. Taeuber. 1985. ―Measures of Segregation.‖ Sociological 

Methodology. 15: 1-32. 

 

Isaacs, Julia. 2007. ―Economic Mobility of Black and White Families.‖ Washington, DC: 

Economic Mobility Project, an initiative of The Pew Charitable Trusts. . 

http://www.economicmobility.org/assets/pdfs/EMP_Black_White_Families.pdf 

 

Kasarda, John D. 1989. ―Urban Industrial Transition and the Underclass.‖  Annals AAPS. 501:  

26-47. 

 

Kearney, Melissa S. 2006. ―Intergenerational Mobility for Women and Minorities in the United 

States.‖ The Future of Children. 16(2): 37-53. 

 

Lahey, Joanna. 2008. ―Age, Women, and Hiring:  An Experimental Study.‖ Journal of Human 

Resources. 43(1):  30-56. 

 

List, John A. 2004. ―The Nature and Extent of Discrimination in the Marketplace:  Evidence from 

the Field.‖  Quarterly Journal of Economics. 119(1):  49-89. 

 

Logan, John R.; Brian J. Stults; and Reynolds Farley. ―Segregation of Minorities in the 

Metropolis:  Two Decades of Change.‖  Demography. 41(1):  1-22. 

 

Loury, Glenn. 2007. Comments at session, ―Race and Public Policy Research:  Pitfalls and 

Quandries.‖ Meeting of the Association for Public Policy Association and Management. 

 

Massey, Douglas S. and Nancy A. Denton. 1993. American Apartheid:  Segregation and the 

Making of the Underclass. Cambridge:  Harvard University Press.  

 

Massey, Douglas S. and Nancy A. Denton. 1988. ―The Dimensions of Residential Segregation.‖  

Social Forces. 67: 281-315. 

 

McBrier, Debra B. and George Wilson. 2004. ―Going Down? Race and Downward Occupational 

Mobility for White-Collar Workers in the 1990s.‖ Work and Occupations. 31(3):  283-

322. 

http://www.economicmobility.org/assets/pdfs/EMP_Black_White_Families.pdf


Nardinelli, Clark and Curtis Simon. 1990. ―Customer Racial Discrimination in the Market for 

Memorabilia:  The Case of Baseball.‖ Quarterly Journal of Economics. 105(3): 575-96. 

 

Neumark, David (with Roy J. Bank and Kyle D. Van Nort). 1996. ―Sex Discrimination in 

Restaurant Hiring:  An Audit Study.‖ Quarterly Journal of Economics. 111(3): 915-941. 

 

Pew Research Center, The. 2007. ―Optimism about Black Progress Declines:  Blacks See 

Growing Values Gap Between Poor and Middle Class.‖  Survey conducted in association 

with National Public Radio.  Washington, DC. Available at: 

http://pewsocialtrends.org/assets/pdf/Race.pdf 

 

Reskin, Barbara F., Debra B. McBrier and  Julie A. Kmec. 1999. ―The Determinants and 

Consequences of Workplace Sex and Race Composition.‖ Annual Review of Sociology. 

25: 335-361. 

 

Ross, Stephen L. and John Yinger. 1999. ―Does discrimination exist? The Boston Fed Study and 

its Critics.‖ In Mortgage Lending Discrimination: A Review of Existing Evidence, M. 

Turner and F. Skidmore, eds. Urban Institute Monograph Series on Race and 

Discrimination. Washington, DC: Urban Institute Press. 

 

Smelser, Neil J., William J. Wilson and Faith Mitchell, eds. 2001. America Becoming:  Racial 

Trends and Their Consequences. National Research Council. Washington, DC: National 

Academy Press. 

   

Steele, Claude M., and Aronson, Joshua. 1995. ―Stereotype threat and the intellectual test 

performance of African-Americans.‖ Journal of Personality and Social Psychology. 69: 

797-811. 

 

Turner, Margery A.; Michael Fix; and Raymond J. Struyk. 1991. Opportunities Denied, 

Opportunities Diminished: Racial Discrimination in Hiring. Washington, DC: Urban 

Institute Press. 

 

Turner, Margery Austin; Fred Freiberg; Erin Godfrey; Carla Herbig; Diane K. Levy; Robin R. 

Smith. 2002. ―All Other Things Being Equal: A Paired Testing Study of Mortgage 

Lending Institutions.‖  Washington, DC:  The Urban Institute. Available at: 
http://www.urban.org/UploadedPDF/1000504_All_Other_Things_Being_Equal.pdf 

 

Turner, Margery Austin; Carla Herbig; Deborah Kaye; Julie Fenderson; and Diane Levy. 2005. 

Discrimination Against Persons with Disabilities:  Barriers at Every Step. Washington, 

DC:  The Urban Institute. 

 

Turner, Margery Austin and Stephen L. Ross. 2003. Discrimination in Metropolitan Housing 

Markets:  Phase III—Native Americans. Washington, DC:  The Urban Institute. 

 

Turner, Margery Austin; Stephen L. Ross; George Galster; and John Yinger. 2003. 

Discrimination in Metropolitan Housing Markets: Phase I. Washington, DC:  The Urban 

Institute. 

 

Turner, Margery Austin; Stephen L. Ross; Beata A. Bednarz; Carla Herbig; and Seon Joo Lee. 

2003. Discrimination in Metropolitan Housing Markets:  Phase II—Asians and Pacific 

Islanders. Washington, DC:  The Urban Institute. 

http://www.urban.org/UploadedPDF/1000504_All_Other_Things_Being_Equal.pdf


Turner, Margery Austin and Felicity Skidmore, eds. 1999. Mortgage Lending Discrimination:  A 

Review of Existing Evidence. Washington, DC:  The Urban Institute. 

 

U.S. Sentencing Commission. 2004. Fifteen Years of Guidelines Sentencing:  An Assessment of 

How Well the Federal Criminal Justice System is Achieving the Goals of Sentencing 

Reform. Washington DC.  Available at:  http://www.ussc.gov/15_year/15year.htm.  

 

Wilkes, Rima and John Iceland. 2004. ―Hypersegregation in the Twenty-First Century.‖  

Demography. 41(1): 23-36. 

 

Wilson, William Julius. 1987. The Truly Disadvantaged:  The Inner City, the Underclass, and 

Public Policy. Chicago: University of Chicago Press. 

 

Yinger, John. 1986. ―Measuring Racial Discrimination with Fair Housing Audits: Caught in the 

Act.‖ American Economic Review. 76: 881–893. 

  
 

 

 

 

 

 

http://www.ussc.gov/15_year/15year.htm


 
 

 

DISCRIMINATION 
and economic mobility 

 
acknowledgements 

 
We gratefully acknowledge comments from Margaret Simms and Sheila Zedlewski, both of the Urban 

Institute. 

 

All Economic Mobility Project materials are guided by input from the Principals’ Group 

and the project’s Advisory Board. However, the views expressed in this report represent those 

of the author and not necessarily of any affiliated individuals or institutions. 

 

 

project principals 

 

Marvin Kosters, Ph.D., American Enterprise Institute 

Isabel Sawhill, Ph.D., Center on Children and Families, The Brookings Institution 

Ron Haskins, Ph.D., Center on Children and Families, The Brookings Institution 

Stuart Butler, Ph.D., Domestic and Economic Policy Studies, The Heritage Foundation 

William Beach, Center for Data Analysis, The Heritage Foundation 

Eugene Steuerle, Ph.D., Urban-Brookings Tax Policy Center, The Urban Institute 

Sheila Zedlewski, Income and Benefits Policy Center, The Urban Institute 

 

project advisors 

 

David Ellwood, Ph.D., John F. Kennedy School of Government, Harvard University 

Christopher Jencks, M. Ed., John F. Kennedy School of Government, Harvard University 

Sara McLanahan, Ph.D., Princeton University 

Bhashkar Mazumder, Ph.D., The Federal Reserve Bank of Chicago 

Ronald Mincy, Ph.D., Columbia University School of Social Work 

Timothy M. Smeeding, Ph.D., Maxwell School, Syracuse University 

Gary Solon, Ph.D., Michigan State University 

Eric Wanner, Ph.D., The Russell Sage Foundation 

The Pew Charitable Trusts (www.pewtrusts.org) is driven by the power of knowledge to solve today‘s most 

challenging problems. Pew applies a rigorous, analytical approach to improve public policy, inform the public and 

stimulate civic life. We partner with a diverse range of donors, public and private organizations and concerned 

citizens who share our commitment to fact-based solutions and goal-driven investments to improve society. 


