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“I find the greatest thing in the world is not so much 

where we stand, as in what direction we are moving”.

                               Oliver Wendell Holmes
Summary
This article examines the relationship between labor market efficiency and “perverse social norms” that have evolved as a limiting factor to women’s equality and potential development within the market. The available evidence indicates that problems of market integration and hierarchy mobility faced by Mexican women in the present, are related to gender based discrimination and segregation practices across employers, enforced through social norms and the social sanction system. The norms in question have triggered wage differentials and “pervasive incentives” able to lead the market and the economy to sustain inefficient allocations of human capital in time. The first section of the paper discusses the alternative approaches to labor discrimination and segregation available in the Law and Economics literature and presents an empirical analysis of the Mexican case. The second section presents a game theory model that departs from the existence of asymmetric information problems, caused by unobserved worker’s productivity types, aimed at identifying the welfare effects of wage discrimination against females. The objective is to determine the desirability of anti-discrimination laws enforced through liability rules, such as those contemplated by the Mexican Constitution and the Federal Labor Law. The third section describes the enforcement problems of Mexican anti-discrimination laws related to “perverse social norms” and other institutional flaws, and evaluates the potential efficiency gains of alternative means of cost internalization and discriminatory behavior deterrence. The analysis concentrates on the use of punitive damages to enable the provision of appropriate incentives to suppress the social norms accountable for female discrimination. 
Introduction

Mexican employers have traditionally favored the entrance, hierarchical ascendance, and wage superiority of men over women, in almost every line of labor in the country. Such behavior characterized by its regularity, responds to preferences installed in society through education and/or custom, passed from generation to generation.

Social norms describe behavioral regularities that occur in equilibrium when people use signals to show that they belong to a certain type of individual.
 Discriminatory practices with such characteristics are possible to be described as “perverse social norms”, given their potential pernicious welfare effects over a certain group of individuals.

Discriminatory practices in the labor market hold two important concerns for policy makers. The first one is the negative welfare effects suffered by the immediate victims of discrimination. The second but not less important concern, are the pernicious market distortions that enable the generation of negative effects on the economy, given that a portion of actual or potential economic growth is based on victims’ output. 

An increasing number of Mexican women are becoming better educated and capable of bringing economic benefits to more business units and to the country’s growth. A significant fraction of them confronts discrimination and segregation practices enforced through social sanctions, resulting on wage differentials and “pervasive incentives” that have lead the market and the economy to sustain inefficient allocations of human capital in time.

Social norms often control behavior in spite of other incentives present in the exchange between economic agents such as those provided by the law. A taste for invidious discrimination creates negative externalities for those affected. This in turn will tend to diminish private and aggregate welfare.
 However, just as regulations ideally can correct failures in markets, laws ideally can correct failures in social norms, such as the ones characterizing the Mexican labor market. 

In 1995, the Mexican government launched a first attempt to fight gender inequality through a program called “Alliance for Equality: National Program for Women 1995-2000” which was designed to promote “women’s rights”. In 2001, the government created the “National Institute for Women” (INM), an institution also aimed at achieving women’s equality and rights. The issues addressed by the INM include: a) better access to health services, b) education, c) employment
, d) combat of poverty, e) small business development, f) family problems, g) women’s rights, h) violence against women, and i) stereotypical images of women.
 

The recognition of the need of an improved situation towards women’s equal opportunities in labor at the “policy level” has signified some institutional progress. The efforts however, fail to address the problem in light of legal and economic efficiency considerations by not dealing directly with many important questions such as what would be the optimal legislation to minimize the perverse effects of discrimination? Is an anti-discrimination law desirable in Mexico? To what extent is the actual legislation in need of modification or replacement? What kinds of institutions are needed to address the problem thoroughly and effectively? In addition, what can we learn from other’s experiences? Etc.
This paper conveys that discriminatory practices not based entirely on productivity considerations will tend to generate distortions in the labor market with subsequent consequences for the economy.
 For this reason, one of the questions that the analysis will try to solve is: Is there any room for legal modifications enabling Pareto improvements in the aggregate level of welfare, in relation to wage differentials for equally productive workers? 

The paper is divided into three parts. Section I examines the scope of the Law and Economics literature on labor discrimination and segregation and its relation to social norms, discussing the economic approaches offered by the literature and the results of an empirical analysis of the Mexican case. The objective of the section is to identify the mechanisms under which gender discrimination occurs in the Mexican labor market.

In Section II, a game theory framework to evaluate the desirability of wage anti-discrimination laws such as those contemplated by the Mexican Constitution and the Federal Labor Law is characterized and solved. The results of the model are based on a welfare analysis involving interdependent utility functions for firms and employers, and asymmetric information problems caused by unobserved worker’s productivity types. 

Section III describes the enforcement problems of Mexican anti-discrimination laws related to “perverse social norms” and other institutional flaws, and evaluates the potential efficiency gains of alternative means of cost internalization and discriminatory behavior deterrence, concentrating on the use of punitive damages. 

I. What is Discrimination?

In many countries, the law generally recognizes two forms of discrimination. The first type, direct discrimination, arises when there is a less favorable treatment of an individual in comparison to another individual of another group or on the basis of a characteristic or presumed characteristic that is associated with the group from which the person comes from. The second type, indirect discrimination, arises when there is a requirement that has a different and unfavorable impact on one group in comparison to another group, and the requirement is “unreasonable.”
   Nevertheless, as it will be shown, the reach of these definitions can be very broad or very narrow. 
  

Even when the term labor discrimination is elusive, an art connoisseur is admired for his/her discriminating taste, while an employer with a taste for discrimination will be despised. An overly broad definition would suggest that an employer discriminate whenever he/she distinguishes between two workers because they belong to different groups.
 The definition is too broad because, if for a minute the reader assumes that the employer chooses from groups of highly productive and poorly productive workers, we would probably agree in that the selection of an individual belonging to the highly productive group is a “benign discriminatory practice”, and will further agree in that this practice is efficient given that the business unit will produce more than it would have if the employer had decided to hire an individual with low productivity at the same wage level.

Distinctions made between individuals with different productivities are often not perceived as  “negative discrimination” by legislators. However, it is possible to find examples in which even discrimination based on productivity could be perceived as “detrimental” to general welfare. For example, Title VII of the “Civil Rights Act of 1964” of the United Sates, requires employers (private and/or public) to hire, a certain quota of individuals belonging to an ethnic minority per year, regardless of their productivity. 

An important portion of the Law and Economics literature addressing labor discrimination has been devoted to evaluate the social costs of anti-discrimination laws such as the ones produced by the “Civil Rights Act of 1964”, and to look for possible solutions that are generally based in a “non-interventionist market based approach” sustained by economic competition.
 As it will be shown in sections below, some countries need to stimulate the market (not to fight the market) for it to move towards fast and efficient solutions to the problem of discrimination.

Segregation in turn occurs when race, gender, or other particular group characteristics affect the job assignment in a particular business unit.
   By the same criterion used with discrimination, hierarchy segregation based in productivity considerations will in general not be perceived as a pernicious practice and thus, it is not likely to be prosecuted, while segregation based on any other reason could be.

I.1
Alternative Approaches to Discrimination and Segregation in the Law and Economics Literature.

The real problem faced in the literature to provide an appropriate definition of discrimination comes in separating invidious discrimination from benign, merit-based, or non-problematic distinctions.

As pointed out in previous sections, an overly broad definition would suggest that an employer discriminates whenever he/she distinguishes between two workers because they belong to different groups. However, is it invidious to discriminate between workers with different productivity levels? Although distinctions based on merit or productivity violate a policy of egalitarianism, they do not implicate traditional concerns of discrimination.

A second attempt at a definition shows that perhaps discrimination occurs whenever an employer treats equally productive workers differently because of any broad characteristic other than, but perhaps related to, productivity. It should then be understood that discrimination in economic life usually consists in sorting people according to traits rather than to productivity.
  Since every distinction can be said to be based on group characteristics, this definition is also broad. 
Another complication arises when defining discrimination as occurring only when an employer treats equally productive workers differently, because of a protected characteristic. This definition matches the legal concept of  “disparate treatment”. 

For legislators an obvious complication is how to narrow down effectively the definition of discrimination. In general, the law has signaled out a few distinctions as legally discriminatory, the most important being distinctions based on race or gender.

Perhaps the most accurate definition of discrimination in the literature is the one that focuses on the effects of discrimination. “A worker in a protected group could be said to be discriminated against, whenever he or she is treated differently than someone in another group on grounds other than productivity”.

Finally, it is important to note that discrimination and segregation are separable concepts. Segregation occurs when group characteristics (other than productivity) affect job assignments.

I.1.1 The Law and Economics of Labor Discrimination

The Law and Economics scholarship on employment discrimination examines the welfare consequences of the legal rules concerning employment discrimination.
  The examination aims at making distinctions between rules with a higher degree of efficiency when compared to others, in an effort to help policy and lawmakers to address any related issues.

For example, consider a firm that hires employees for the production of a certain commodity. While the firm will try to discern to the extent of their possibilities, which is the best candidate to occupy a certain position, it will eventually “discriminate” according to the desired individual characteristics or profile.

In this context, what matters most to Law and Economics is the final balance of costs and benefits under different legal rules that address the manner in which a firm “discriminates” candidates for an offered position. For this particular example, two scenarios are worthy of consideration in terms of the legal background and its efficiency evaluation. 

In the first one the law allows discrimination according to different factors including productivity. Then, if a certain firm decides to hire a yellow candidate while having available a green candidate, and both candidates reasonably fit the desired profile of the position, then the firm will be “discriminating” the green candidate, maybe because he/she is green. Since it is allowed by law, the firm can choose its own discrimination criterion and is therefore able to decide to hide information making uncertain to the candidates and the general public, which are it’s underlying decision factors.

In a different scenario, assume that by law, the firm can only discriminate candidates on the grounds of their productivity. If the firm decides to hire a yellow candidate because his/her productivity is higher than that of a green candidate, welfare will tend to increase given that the firm will be more productive.

While both scenarios involve discrimination, the first type is usually pernicious for two reasons. First, firms can effectively and legally discriminate candidates on grounds different from productivity and this in turn harms a discriminated highly productive candidate. Second, and more important, if it is the case that a firm hires a low productivity individual because he/she is green and his/her productivity level is lower than that of another individual, say Mr. Yellow, then the firm is being less efficient and marginally, the economy is being less productive. The firm will actually be “paying” with a lower productivity, for not being associated with an undesirable candidate.

For the second scenario, in which the law only allows discrimination on the grounds of productivity, the courts will usually not consider the practice pernicious. The underlying Law and Economics philosophy is that if a firm discriminates only on those basis, it can harm an individual utility but at the same time will increase its own productivity and marginally the overall productivity in the economy.

Nevertheless, as it will be discussed below, to enforce laws that forbid invidious discrimination (not based on productivity considerations) is a hard and costly task, since this type of behavior can be hidden from law enforcement bodies with a relatively low degree of difficulty. 

An important result from Law and Economics is that if the market is composed by a “large enough” number of firms and the industry is highly competitive, caeteris-paribus, the market will provide with appropriate incentives for firms to acquire as many talented employees as they can. Thus, they will tend to concentrate their hiring decisions on the most productive employees regardless of their discriminatory tastes.

When the market is not competitive enough, an anti-discrimination law is more desirable given that the market itself will not provide the incentives to correct invidious discrimination.
  If added to a low competitive environment a taste for invidious discrimination across employers thus spreading the problem throughout the economy, the potential gains in productivity of deterring discrimination makes it even more desirable to help the market getting the appropriate incentives to improve its efficiency. 

I.1.2
Economic Models of Discrimination

a) Becker’s “Taste for Discrimination” Model

In 1957, Professor Gary S. Becker developed an economic model that captured the intuitive notion of invidious discrimination. According to his theory, an employer has a taste for discrimination when he acts “as if he is willing to pay something ... to be associated with some persons instead of others”. 

Professor Becker’s results can be applied in the following example. Assume that there are two groups of employees that are equally productive, say men (M) and women (W), and that employers are willing to pay (h) not to associate with women then, when the market is in equilibrium, the market wage for M workers is m, equal to the value of the marginal product of M workers. The wage for women however, is (m-h) in the short run. 

A conclusive result in economic theory is that in equilibrium, the salary of an employee must be equal to the value of his marginal product. In other words, employers will not pay more than what they get from their employees. 

In our case, it is said that employers are paying (h) not to be associated with women because when they pay (m-h) to females, the firm will provide less incentives for females to supply equal productivity than that of males, given their lower wages. The firm sacrifices productivity in order to not associate with females. 

In equilibrium, when the industry is not highly competitive, female workers would probably have to supply amounts of productivity equivalent to that of men while they get a lower salary. This occurs given that switching jobs could be costly and will not necessarily yield to a higher wage when there is a taste for discrimination across employers.

Four important results of the applied Becker’s model are: a) in the short run women will receive a lower wage than men, b) those firms with a taste for discriminating women will receive lower monetary profits than those without a taste for discrimination if the industry is highly competitive, c) if there is a larger number of firms with a taste for discrimination in the market, there will be a lower marginal rate of productivity in the industry and in the economy (provided that the taste for discriminations is industry wide), than if a larger number of firms without a taste for discrimination predominated in the market, and d) in the long run, competitive markets would tend to eliminate firms with a taste for discrimination. 

Some Law and Economics authors have, however, criticized this last point. For example, if we agree in that markets cater to tastes rather than drive them out, then economic agents willing to pay for airplanes, safety, fashion, or even discrimination will have it provided to them. It is true that well-functioning markets confront actors with the full costs of their actions, and so only those actors who value their taste more than it costs to produce will indulge. It is on these grounds that markets discipline tastes, or in other words, markets drive out tastes that people are not willing to pay for, and markets sustain tastes where value exceeds costs. 

b) Statistical Discrimination 

In the previous model, employers with a taste for discrimination would tend to lose profits by discriminating, even if they gain in utility. The deviation from the profit maximizing assumption is therefore quite controversial. It was meant that the pressure generated in competitive markets would reduce or eliminate discrimination. 

Given the limitations of the “Taste for Discrimination” model, economists developed models of statistical discrimination as an application of the growing insights from limited-information theories. These models assume no prejudice or invidious motive for employers. Rather, employers used group characteristics as a cost-effective way of predicting individual worker attributes in a world of limited information, in response to the high costs of information gathering. 

The statistical discrimination models created stereotypes that aroused from statistical correlation’s such as “women are more likely to quit a job than an otherwise similar man, given that females are not yet married, plans to do so, and probably will have children”. At this point, interesting questions to be addressed in the following sections are: if these stereotypes were correct, why would an employer have to bear the costs of not discriminating women who fall in these categories? Are compensatory schemes from the state desirable? Are they efficient? Who should bear the costs of not discriminating women that are equally capable but sometimes considered marginally less productive because they will be pregnant in the near future for instance?

Statistics as other sciences can make mistakes. Employers who rely heavily on statistics can rely on false stereotypes and will therefore face a competitive disadvantage in the market, similar to that disadvantage of employers acting on a taste for discrimination framework.

Profit maximizing employers will statistically discriminate whenever the net gains from using the cheap but often-inaccurate proxy outweighs the net gains of more accurate, but costly individualized information.

As in every model in economics, there are disadvantages innate to statistical models. The first most important one, as previously discussed, is the possibility of mistakes, nevertheless statistical discrimination has become less fashionable at the time that low-cost individualized tests are being developed providing a more accurate evaluation of the candidate.

Furthermore, statistical discrimination uses average valuations instead of marginal valuations, which are necessary for efficient resource allocations. In turn, this creates an externality that can thwart overall efficiency. 

c) Sorting Model

Other models that blend aspects of “Taste for Discrimination” and statistical discrimination models, have been created in response to the failures and criticisms of the other two. This type of models recognizes that competitive forces will not totally eliminate discrimination. Much of the remaining discrimination is an efficient response by firms to sorting problems. 

Firms will try to sort individuals by certain group characteristics, in search of the maximization of factors different than profits, such as the workplace atmosphere, and other factors considered important by firms in trying to compete to the best of their possibilities in the market. 

d) Status-Production Model of Discrimination  

Becker’s model assumed that individual discriminators wanted to avoid associating with people with certain characteristics, and were willing to pay to indulge in this taste.
 The model ignored the fact that individuals that discriminate are often willing to closely associate with the individuals they dislike, as long as the relationship maintains hierarchy as in the case of Mexican men over Mexican women. Thus, Status-Production accounts for hierarchy segregation, practice from which discriminators derive utility and are still willing to associate with disliked individuals.

I.2  
Perverse Social Norms, an Overview of the Problem

a) Defining social norms

Social norms describe behavioral regularities that occur in equilibrium when people use signals to show that they belong to a certain type of individual.
 
[image: image1.wmf]Social norms are rules that are neither promulgated by an official source, such as a court or legislature, nor enforced by the threat of legal sanctions, yet they are regularly complied (otherwise they would not be norms).
 Examples of social norms are the rules of etiquette, including norms of proper dress and table manners, the rules of grammar, and customary law for example in private associations and pre-political societies. 

Social norms are both, a possible source of law and often a cheap and effective substitute for legal rules. However, social norms are sometimes also antagonistic to law.
  If the reader agrees in that the law codifies the will of the people, then antagonistic social norms can be said to be pervasive to some collective objectives.

b) Distinguishing between social norms and habits

Habits are usually defined in the sociological and psychological literature as routine behavior without much cognition or evaluation.
 Social norms on the other hand are usually characterized in the same literature as behavior “required” by others or expected by others, without much explicit purpose but with calculated concern for the consequences, except for the expected discomfort associated with breaking such norms.

Individual behavior in conformity with habits and social norms is often contrasted to behavior based on instrumental rationality (“rational choice”), which is distinctively future oriented, purposeful, calculating and hence outcome oriented. The usual distinction between habits and social norms is that the latter are shared by others and sustained by their approval of compliance and disapproval of non-compliance, while habits, like “private norms”, are regarded as more individualistic phenomena and not enforced by others to the same extent.

c) Social norms and individual incentives

How do social norms work? Which are the incentives for obeying social norms? Moreover, which is the relationship between social norms and women’s welfare in Mexico? To answer these questions we must first agree that individuals act in accordance with expected rewards or punishments, even when the form that these could take differs substantially in both cases. Whereas economic incentives imply “material rewards”, or favors that can be traded for such rewards including leisure, social norms imply “social rewards”.

Social rewards take the form of approval or disapproval from others and produce in an individual the related feelings of pride or shame. Once a social norm has been internalized in an individual’s own value system, behavior in accordance with, or against the norm, will also result in feelings of self-respect or guilt.

In terms of utility, an individual who breaks an internalized social norm will experience a utility loss not only through external sanctions and related losses of reputation, but also through internal sanctions in the form of subjectively felt discomfort.
 Thus, social norms that emphasize socially acceptable behavior, or “community values”, are assumed to mould preferences and constrain the effects of deterioration in economic incentives.
  The individual, therefore, feels guilt and pays a psychological price, for having broken previously obeyed social norms. The guilt may or may not dominate over the direct material benefits of breaking the norm.

Incentives for obeying social norms can be summarized in four categories according to Posner (1997). (i) Some norms are self-enforcing (the incentive to obey comes from the fact that obedience confers private benefits) because they are constitutive or advantageous transactions. (ii) Some norms are enforced by emotions for instance out of fear of ostracism. This category is very important for the present study, as it will be shown in the economic analysis below. (iii) Norms are also enforced by expressions of disapproval, by ridicule, and in extreme cases by ostracism. The efficacy of the milder “sanctions” lies in their implicit threat of ostracism, that is, of refusal of advantageous transactions. (iv) Norms that are internalized are obeyed out of a sense of guilt or shame. For example, parents have incentives to instill norms in children and other family members in societies in which punishment is collective; a common feature of revenge based normative systems.

d) Gender mismatch, social norms, and the labor market

Employers look for predetermined characteristics in their candidates. Normally, a comprehensive evaluation of a candidate's profile with a desired profile will lead to a final decision on whether or not a particular individual should be hired. When one characteristic of a candidate does not fit the expectations or desired characteristics on the part of the employer, a mismatch occurs between desired and actual characteristics. 

An implied “gender mismatch” in the Mexican labor market comes from the fact that Mexican males have always perceived the existence of large differences between sexes. Independently of the productivity type of females, employers in Mexico have usually favored the entrance and hierarchical ascendance of males over females in almost every line of labor. Although the participation of females in the labor force has been constantly increasing, mainly in response to the demands of the economic environment, pervasive discriminatory practices prevail across the economy.

Which are the mechanisms under which these practices occur? It is possible to suggest that a culture of “male silent dominion,” enforced by social norms has been promoting female discrimination independently of the nature of the relationship between sexes. At the household level for example, males are expected to be the leaders. Since the balance of power increasingly depends on who brings the money home, males dislike females to earn money, or to earn more money than them.

Who is responsible for enforcing these preferences? Social sanctions take place whenever a member of a group breaks one of the underlying social norms that enforce a predetermined behavior expected by the other members. For example, other males in a certain firm could criticize male employers for preferring a female to a male, independently of how productive the female candidate is in relation to the male candidate.

The problem does not end there. Ever-increasing pools of Mexican females are becoming college-educated housewives. Custom dictates that females will take care of the household while men play the role of economic providers. Women enforce preferences that keep them out of working outside the household. Again, females expect other females to stay at the house.

In general, both males and females play some role in the enforcement of norms that will limit the potential equality of sexes at the labor market. A consistent signal of this tendency has been the lack of legitimacy granted by society and specially by males, to women’s economic autonomy and growth.

e) Social norms labor discrimination and law enforcement

Many state laws build upon pre-existing social norms and hence the phrase commonly used “law from order.” The social order sometimes determines the best laws to make. Nevertheless, the state should not enforce but suppress those social norms that impose externalities upon society.
 

Departing from the view that the law should ideally correct failures in the “market” for social norms, rather like regulations should ideally correct failures in the market for commodities, no law would be required when the “market” for social norms works efficiently. Jurisprudence begins with failure in the market for social norms and only then, can the law improve a situation by either enforcing a beneficial social norm, or suppressing a harmful social norm.

A recent study from the U.S. National Administrative Office Bureau of International Labor Affairs, an office created under the North American Free Trade Agreement, states the following: “Although discrimination in the labor market is clearly prohibited in Mexican laws, it is practiced in a variety of ways including pregnancy screening and in-situ mistreatment of employees. Mexican authorities are aware of it and the federal government agencies responsible for the enforcement of labor laws have not taken corrective or enforcement action against the practices”.
 This suggests that a large enforcement problem of the laws that forbid female discrimination in the labor market exist.

Apart from discrimination, inside Mexican firms a common negative practice against females is sexual harassment. According to Richard Posner, sexual harassment at the workplace consists overwhelmingly of male harassment of females of reproductive age rather than male harassment of other men or of older women, or female harassment of men.
 Among the more common forms of male sexual harassment of young female employees are the threats by male supervisors intended to extract sexual favors from female subordinates, which would best fit the Mexican case. Typically, women that accede to this kind of solicitations are afraid to loose their jobs.

Another pervasive practice in the Mexican labor market is segregation. Why might employers want to do this? Fear of competition and resentment enforced by their inner norms or the social sanction system might be two reasons. Nevertheless, the most important reason for male hostility to female coworkers probably has to do with status in the opinion of Posner.

In the following section, the available evidence of wage discrimination will be presented. The reader might agree in that the conflicting interests that arise form the social sanction system compromise the enforceability of laws that regulate discrimination at the workplace against females in Mexico. In other words, while the law tries to deter discrimination against females or any particular group, social norms act upon enforcing such practices. Therefore, the question of enforcement remains crucial for the efficient design of laws and policies dealing with discrimination. In our case, a profound discussion will be presented in the following sections of the paper.

I.3  
Empirical Analysis: The Mexican Case

This section presents some of the evidence supporting the case of gender discrimination in the Mexican labor market. The reader should note that the series of data used cover scarcely 5 years. This situation limits the possibilities of using other statistic or econometric techniques that would permit a higher degree of accuracy in the conclusions made with the observed tendencies. For the time being, they constitute the best available indicators of the behavior of wage and average level of education differentials among sexes.
 

a) Is there gender based wage discrimination in Mexico?

The graphic below shows a measure of the difference (“spread”) between average wages paid to males and females in the Mexican labor market in the period 1995 -1999.
 The “spread” is a simple subtraction of female’s nominal average wage from male’s nominal average wage. Its objective is to show the behavior of the difference in time.

Nominal Average Wage in the Mexican Economy

(Mexican Pesos per Hour of Labor)

1995-1999
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The reader should note that at any given year the average wage of both groups was equal. The spread remained along the period and increased considerably towards the end, indicating higher wages for males than for females in time. A variety of reasons might explain such phenomenon. 

Richard A. Posner (1989( has proposed that differences in wages are not accountable for discrimination. They can be explained by the fact that an employer pays lower salaries to females in order to compensate for the loss of income and productivity, that a firm will experience whenever such female worker takes time away from her job in parental leave.

Posner states that even when women are equally capable than men, they are marginally less productive given their “natural limitations”, like motherhood, which prevent them to fully an accurately deliver results at work. According to Posner, lower salaries caused by motherhood for instance “provide females with less incentives to invest in human capital as compared to men, given that they are rational and will therefore expect lower levels of income provided that part of their earnings represent a repayment in human capital investments”.
 

In the above statements, two important correlations are assumed. First, it is assumed that as the number of children grows, female average wages decrease to compensate for the loss in productivity experienced by firms. Second, as the number of children born increases, investments in human capital will tend to decrease given that the expected return of such investments is automatically reduced.

To verify Posner’s propositions for the Mexican case, a Pearson correlation coefficient (() was used. 
 For the first correlation proposed by Posner, ( was not only positive (.64) but relatively strong suggesting that in Mexico, there is a positive relationship between the number of children born and female’s average wage. This result does not suggest that firms are paying higher wages to females with children but rather that females would work harder (perhaps a second or third job) in order to help sustain their children. 

For the second correlation, the Pearson coefficient presented a correct sign indicating less years of education to more children born. Nevertheless, the relationship is relatively weak for the Mexican case given that ( was of –0.12. 

Two important questions arise at this time. First, if the number of educated women have constantly increased in the last decade in Mexico, caeteris-paribus, why is the spread in the average wage level increasing? Second, does the spread itself provide reasonable evidence of gender discrimination in the labor market?

While wage differentials might be related, at least in theory, to differences in education among males and females, the findings of the following section provide further evidence against this case. The average difference in the years of education between males and females in Mexico tend to be relatively small while the differences in wages are relatively large. A possibility for the existence of wage differentials is the quality of education received by males and females. 

To examine this possibility, an analysis of a sector of the labor market composed only by professionals (people with a university degree) is introduced. The findings are complemented by the fact that in the case of females, the relationship between years at school or years of instruction and average wage level is negative and relatively strong, indicating that there are factors different from education and its quality, that are accountable for the differences in wages between sexes.

b) Gender education and wage discrimination in Mexico.

Average Level of Education for Mexican Workers

(Years of Instruction)

1995-999


Σφάλμα! Λανθασμένη σύνδεση.
To acquire personalized information in an effort to assess how productive an employee actually is, can be costly. Employers use other less expensive means of obtaining information about a candidate’s individual productivity. For the market, a common signal of how productive an individual can be, is based on the years and quality of his/her education. 

The graph above shows that there were no significant differences in the general level of education for men and women in the period of time in question. During 1999, the spread of the education time was 0.22 years in favor of men. In average, women had 2.6 months less of instruction school than men did in 1999, the year in which differences were the highest.

Following Posner (1989(, are 2.6 months less education in average a reasonable cause for nearly one US dollar less per hour of labor in average, for Mexican females in 1999? After calculating the Pearson correlation coefficient between average nominal wage and average years of instruction for the entire period, it is striking to discover that for females ( = - 0.47 while for men ( = 0.68, indicating that there is a negative and relatively strong correlation between years of instruction and average wage in the case of females, while in the case of males the opposite occurs. 

In other words, females’ low salaries can be said to be weakly dependant on the average years of education, higher education does not guarantee higher average wages. For men, nevertheless, higher education will tend to bring higher wages with a relatively high probability.

As discussed in previous sections there are other factors accountable for the differences in average wage given that differences in the level of studies are not significant in our case. It is possible to say that in average, both groups are relatively homogeneous in productivity.

c) Gender mismatch and wage discrimination, a two-sector example.

A very important result of this analysis is that differences in wage among the two groups in Mexico are not likely to depend strongly in the level of education as it was shown above. A taste for not associating with females on the part of males, is an act of discrimination not founded on notions of productivity or efficiency.

Assuming a competitive environment, it would seem reasonable to think that an employer, hiring highly qualified and productive men and women to perform tasks in the most efficient possible way, would not have strong incentives for unequal treatment that could finally harm his productivity level, unless he would be willing to bear the costs implied on his behavior. 

This situation will only take place when the marginal private valuation of the benefits of discrimination is higher than the marginal private costs of such behavior. The employer does not confront social costs produced by a positive private valuation of the net benefits of discrimination thus; these costs are not internalized by anyone. 

The following examples are intended to demonstrate that even among the most highly educated people in the country, wages for men and women tend to be significantly different, which in turn provides additional evidence of “negative” discrimination.

	Nominal Average Wage per Hour of Labor for Men and Women working at the Managerial Level in both Private and Public Sectors

1995 – 1999


	Average level of Education for Men and Women working at the Managerial Level in both Private and Public Sectors

1995 - 1999
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Once more a constant and increasing in time difference in wages perceived by both men and women at the managerial level is verified. The differences in wages presented for this group are greater than the national average presented above for the entire period.

Regarding the average years of instruction, differences exist between the two groups, but they tend to be relatively low. An interesting issue is that during 1996 the average years of education were mostly the same for both groups while for that same year the spread in the average hourly wage was of more than five Mexican pesos in favor of men. Moreover, for an average difference of 4.4 months of education, the spread moves up to something more than fifteen Mexican pesos per hour of labor in favor of men. 

	Nominal Average Wage per Hour of Labor

 For Employed or Self-Employed 

Professionals 

1995 – 1999


	Average level of Education 

For Employed or Self-Employed 

Professionals 

1995 - 1999
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The graphs above show similar behavior with respect to the previous cases. The average wage for women is smaller than for men during the period in question with a slight variation. In this case it is possible to note that the average wage for men had grow constantly at an increasing rate while for women it grew at a decreasing rate and seemed to stabilize. The spread looks again increasing taking a maximum of nearly fifteen Mexican pesos per hour of labor in favor of men in 1999. The average level of education for professionals during the period shows a slightly bigger level of instruction for men.

Percentage Spreads of Male and Female Average Wages 

(1995-1999) 
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It is interesting to note that the constant positive tendency in wage differences are not always evenly distributed among the sectors analyzed in comparison with the national average. However, the average differences of female wages in comparison to male wages at the national, managerial and professional sectors are relatively similar, being of 10.44%, 12.35%, and 11% respectively. Another interesting aspect is the increasing tendency shown in the late 90’s for the managerial and professional sectors, indicating possible increases in wage differentials on the economy. In 1999 the differences between female and male wages reached more than 20% of the total average wage for professionals and of nearly 18% for workers at the managerial level. The national spread peaked at 13.5% in the same year.

II. The Model

 II.1 Overview of Mexican relevant legislation

Equality between the sexes before the law is ensured in the Political Constitution of the United Mexican States (hereinafter, the Mexican Constitution). Article 4 of the Mexican Constitution, which was enacted in 1974, states in relevant part, “Man and woman are equal before the law. This will protect the organization and development of the family”. Article 4 further states, “all persons have the right to decide in a free, responsible and informed manner, on the number and spacing of their children”. Article 5 of the Constitution states “no person shall be prevented from pursuing the profession, trade, business, or work of their choice, provided it is legal”.

Article 123(A) of the Mexican Constitution governs labor standards and labor-management relations. Paragraph V establishes protection for pregnant workers. Paragraph VII addresses equal pay for equal work, without regard to sex or nationality.

Article 123(A) is implemented by the Federal Labor Law (hereinafter FLL). Article 3 of FLL states: “there shall not be established distinctions among workers for reason of sex, race, age, religious creed, political doctrine, or social position”.

Title V of the FLL deals with employment of women. Article 133 of this title lists prohibited practices by employers. Article 133 (I) states that employers may not refuse to accept workers for reason of age or sex.

Article 164 states “women enjoy the same rights and have the same obligations as men”. Article 170 of Title V addresses pregnancy and maternity and states that working mothers shall have the following rights:

(I) During the period of pregnancy they shall not perform work demanding considerable strength.

(II) They shall be entitled to maternity leave of six weeks duration before and after delivery.

(III) The maternity leave referred to in the preceding item is extended by the time necessary if it is impossible for the woman to return to work on account of her pregnancy or confinement.

(IV) During the period of lactation the woman shall be entitled to two extra breaks each day of one half hour’s duration each to breast feed her infant, in suitable hygienic premises designated by the enterprise.

(V) During the maternity leave referred to in Item II the woman shall be entitled to her full wages. In case of the extended maternity leave referred to in item III, the woman shall be entitled to half pay for a period not exceeding sixty days.

FLL Title II chapter IV, Articles 46-52 and Chapter V, Articles 53-55 addresses the termination of the labor relationship and list causes non of which includes pregnancy.

Article 38 of the FLL allows temporary contracts for a fixed term only when necessary due to the nature of the work, when temporarily replacing another worker, or as otherwise provided in the law. Mexican labor law does not provide for probationary or trial periods of employment to determine a person’s ability and proficiency to perform a job, or for any other reason.

Enforcement bodies

Three Mexican government entities have jurisdiction in cases involving allegations of employment discrimination based on sex.

1) The Federal and Local Conciliation and Arbitration Boards (CAB’s) adjudicate most individual and collective disputes between labor and management. FLL Article 604 establishes the Federal Conciliation and Arbitration Board (CAB) and empowers it to hear and decide labor disputes between workers and their employers. Article 621 does so for local CAB’s.

2) The Inspectorate of Labor is primarily charged with workplace inspections.

3) The Office for the Defense of Labor.

The U.S. National Administrative Office Bureau of International Labor Affairs (NAO) has alleged employment discrimination on the basis of gender in violation of the obligations of Mexico to enforce its labor laws, including obligations related to international conventions, and failure to ensure appropriate access to administrative, quasi-judicial, judicial or labor tribunals for the enforcement of a party’s labor law and failure to ensure that persons shall have recourse to procedures by which rights arising under a party’s labor law can be enforced.

II.2 Wage discrimination under asymmetric information 

The present section attempts to provide answers to several important concerns based on the findings in Section I. The first one is to examine the desirability of a wage anti-discrimination law enforced through a liability rule based on the productivity criterion, i.e. the law will not allow for wage discrimination based on any other reason but productivity as suggested in Art. 123 paragraph VII of the Mexican Constitution and Title V, Art. 133, of the Federal Labor Law. 

The model proposed looks for the conditions under which Pareto improvements in women’s and aggregate welfare are possible, under the assumption that the law is perfectly enforceable. It will be further assumed that courts are able to grant perfect damage compensation and that transaction costs involved in the enforcement of anti-discrimination laws are relatively low.

When a firm hires a worker, the firm usually knows less about the worker’s innate abilities to do his/her work. Since individualized information is costly to obtain, firms acting rationally will invest in individualized information up to the point in which the marginal benefit is equal to the marginal cost of the information acquired. 

When market transactions are constrained by asymmetric information, one might expect mechanisms to develop in the marketplace to help firms distinguish among workers. This seems plausible because both the firms and skilled workers have incentives to try to accomplish this objective. The mechanism in question is commonly referred to as “signaling”. The simple idea is that those workers with high ability will have incentives to “signal”, or to take actions that might distinguish them from their low ability counterparts. 

For simplification purposes two types of workers available in the market are assumed: Those highly productive, with a probability of θ, and those of low productivity with a probability of (1-θ). Firms will have a good perception of the value of θ. 

The workers in question could either be men (M) with a probability of (P) or women (W) with a probability of (1-P). As in the case of Mexico, firms will tend to pay higher wages to men (w) than to women (w-h). Men and women that belong to any of these groups (high or low productivity), will have an identical productivity level which will be “signaled” to the employer.

To present this model a game theory framework involving a problem of asymmetric information has been selected for convenience. The asymmetric information problem arises form the fact that although workers belonging to both high and low productivity groups, will signal their characteristics to their potential employers, firms will tend to rely on their signaling only to a certain extent, given that low productivity individuals will have incentives to hide information about their working capabilities. Firms will in turn investigate the individual in question and since personalized information is costly to gather, firms will face some uncertainty.
 The possible actions for firms will be to discriminate wages (D), assuming that the law allows the behavior, or not, to discriminate (ND). 

When a firm perceives that an individual belongs to the highly productive group, it will only discriminate wages if this individual is a woman given that there will be cost savings (h) involved in a lower wage (w-h) paid in exchange for an equal productivity level to that of a man (at least in the short run). The firm will also be able to discriminate a male wage (k), mainly by mistake. It will be assumed that the firm knows that it pays off better to discriminate a female’s wage (h), given that the social sanction system attaches a higher sanction to firms for male discrimination, than it does for female discrimination (thus h > k). If the firm perceives that the individual belongs to the low productivity group, it will discriminate him/her wage regardless of gender. The utility functions used to model the payoffs for both the firm and the workers are of the Von Neumann-Morgenstern type (risk neutral agents). The payoffs in question are described below:

Firm

UF = 0 when it discriminates a highly productive male, or do not discriminate a low productive male.

UF = 1 when it does not discriminate a highly productive male, or discriminates either a low productive male or female.

UF = h when it discriminates a highly productive female. Please note that h represents a cost savings for the firm.

UF = -h  when it does not discriminate a low productive female.

UF = 1-h  when it does not discriminate a highly productive female.

Worker

Uw = w-k  when a highly productive male is discriminated (a situation not very likely to exist).

Uw = w  if either male or female does not get discriminated regardless of their productivity level.

Uw = w-h  if the firm discriminates a female regardless of productivity.

Figure 1
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Given the uncertainty faced by firms, the decision tree in figure 1 shows all possible actions for each information set faced by the firm.
 Nature makes the first move determining the productivity level of the worker, which he/her will signal to the employer. The firm will know if it is dealing with a male with the probability (p) or a female with the probability (1-p). The information sets labeled A and B, show that the firm faces uncertainty about the productivity profile of the worker. Set A groups both high and low productive males, while set B groups high and low productive females. 

The reader should note that at the lower part of the decision tree marked as Uw (worker) or Uf (firm), it is possible to read the associated utility levels for the workers and for the firms, for every terminal node of the game. The payoffs should be read vertically, that is, for every action the firm might take there exists a payoff for both the firms and the workers. 

As an example, lets suppose that the worker is of the high productivity type (θ=1) and he is a male (M). If the firm decides not to discriminate his wage, thus taking the action labeled (ND), the worker will experience the most rewarding situation given that he will receive the full market wage (w) and he is highly productive. The firm will have a payoff of 1, equal to the full productivity level received from the worker.

a) Legal wage discrimination: no liability
To be able to determine the desirability of a law preventing wage discrimination for females it is necessary to know the associated utility levels for both firms and workers under the conditions previously proposed to “simulate” a labor market under this conditions.
 First, the firm will take an action for each possible information set faced once the worker had signaled his/her productivity type. For the information set labeled A, an information set associated with unknown male productivity, the firm might or might not decide to discriminate wages. I assume that it is very unlikely that the firm chooses discrimination for the reasons discussed above.

The following equation provides the firm’s utility level associated to male discrimination.

(1) Uf(D|A) = ( (0) + (1 - () (1) = 1- (
Firm’s utility associated to not discriminating males is given by the following expression,

(2) Uf(ND|A) = ( (1) + (1 - () (0) = (
At this point, it becomes clear that incentives for discriminating wages in the male case depend completely in the value of θ. When θ = ½  the firm will be indifferent between discriminating or not a male worker’s salary. Nevertheless, incentives for not discriminating their salary will raise at the time the productivity level of the worker is perceived as high. When θ = 1 firm’s incentives to discriminate males are low given that the utility they will derive from not doing so is higher.

I now proceed to take the utility levels of the firm derived from actions at the information set labeled B, an information set associated with high and low productive female workers. The following equation provides the utility level of the firm from discriminating female wages.

(3) Uf(D|B) = ( (h) + (1 - () (1) = (h + (1-θ)

Equation 3 shows that firm’s incentives to discriminate female wages do not only depend on the value of θ but also on the value of h. 

(4) Uf(ND|B) = ( (1-h) + (1 - () (0) = ( - θh

As the reader now understands, cost savings (h) produce additional incentives to the firm for discriminating or not, female wages. The only values of θ and h for which the firms could be indifferent between discriminating or not female wages are ½ and 0 respectively. But if we instead suppose that the firm is dealing with a highly productive female, thus θ > ½ and at the same time it experiences positive potential savings from discriminating wages say, h=1, the firm will discriminate her wage because it pays off better than not doing so.

Firm’s optimal strategy

As discussed above, the firm’s optimal strategy depends on both the value of θ and the value of h. Firms will tend not to discriminate male wages when their productivity level is high but will have incentives to discriminate female wages with the same productivity level. Given that it makes sense for firms to try to avoid low productivity individuals, when θ < ½ they will discriminate regardless of gender.

The following equations provide firm’s expected utility levels for both actions incorporating the conditions for discriminating wages or not when θ > ½.

(5)   E[Uf(ND)] = ((P) + 1-P(h) = h + P(θ-h)
Equation 5 provides the total expected utility for the firm derived from not discriminating wages when the productivity profiles of the workers are high. This equation incorporates the fact that when θ > ½ the firm would only decide to discriminate female wages assuming h>0. Now if the value of θ was smaller than ½ the firm will try to discriminate wages regardless of the gender of the worker involved thus,

(6) E[Uf(D)] = (1- θ)(P) + (1-P)(1) = 1 - (P

An important result is that if the individual in question is a highly productive female, thus θ=1, firms will only discriminate female wages when h>1 because only then will the expected utility of female wage discrimination incorporated in equation (5) turns out to be bigger.

Worker’s utility

I now turn to the utility levels of the workers depending on their profile and gender given the actions that the firms may take on both information sets. The following equation describes workers expected utility level when θ > ½ (highly productive).

(7)
Uw(HIGH) = w(P) + (1 - P) (w-h) = w – h(1-P)

Where w(P) is the utility level associated to males and (1-P)(w-h) is the utility level associated to female wage discrimination that will occur when the productivity profile is high given that this action will payoff better. Please note that when P =1, and thus the firm is dealing with a male, the utility level for this individual will be the full market wage of w. Nevertheless, when P = 0 and the firm is then dealing with a female, the utility level for her will be of w-h which is of course lower than the full market value of the wage paid to highly productive males.

If θ < ½ firms will discriminate wages regardless of gender. The following equation describes the utility levels associated to low productive workers.

(8)         Uw(LOW) = w-k (P) + (1 - P) (w-h) = w - pk - h(1-P)
Again it is important to note that if P=1 and the firm is then dealing with a male he will receive a wage of w-k given his low productivity level. If P=0 and the firm then would be dealing with a female, she will receive a wage of w-h given her low productivity level. The wage received under both productivity levels is equal thus, discrimination might provide incentives to highly productive and discriminated females, to work as low productive ones.

b) A wage anti-discrimination law enforced with a liability rule.

If a legislation to prevent wage discrimination is brought into force by means of a rule of liability, the incentives for the firms will change completely given that it is now forbidden to discriminate wages thus, h=0 and k=0. The rule in question is of strict liability since it is only the firm who can influence the probability of wage discrimination.

Nevertheless, the law does not solve in any manner the asymmetric information problem faced by firms, it could even increase it by providing now higher incentives to low productivity profiles to hide information to their potential employers. The following game tree depicts the present situation.

Figure 2
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The first possible effect for firms is that they will have to increase their expenditures on individualized information given the higher incentives of low productive profiles to lie to their potential employers. Assuming that firms acted rationally and that the expenditure was fixed at the point in which the marginal benefits of hiring information was equal to the marginal cost, it is possible to say that the law could create extra costs for firms. 

After the law is brought into force, several possible market wages could appear in the economy as a response to different worker productivity types. In our model two wages are relevant, one for highly productive males or females (wH) and one for low productive ones (wL). We will assume that the difference between them is large thus, wH > wL to avoid any problems of moral hazard by firms and therefore reducing to zero the possibilities of hiring a highly productive individual under a low productive wage.

Since by law the firm cannot discriminate wages now, the following equation describes the utility level when taking actions at the information set labeled A.

(9) Uf(ND|A) = ( (1) + (1 - () (0) = (
By the same procedure, the following equation describes the utility level for the firm when taking actions at the information set labeled B.

(10)
Uf(ND|B) = ( (1) + (1 - () (0) = (
The results from the two equations suggest, in theory, that the firm will be indifferent between male and female workers in presence of the new law. The firm could be worse off than before mainly for two reasons, a) it was possible to have cost savings when the firm was able to discriminate wages of highly productive females (h>0), and b) the incentives to “signal” a higher productivity profile for low productive workers is increased, which in turn strengthens the possibilities for the firm to make mistakes, for example, by hiring a low productive worker instead of a high productive one at the same wage. At the same time the firm will have more incentives to spend in personalized information, this in turn creates additional costs. 

An important result is that the more accurate the perception on θ the firm has constructed, without increasing its expenditure, the more likely it will be that the firm will not make mistakes and the more desirable the law is to prevent female workers to be wage discriminated, in terms of the firm’s welfare.

We now turn our attention to the worker’s utility level given that the firm is not able to discriminate wages.

(11)
Uw(HIGH) = w(P) + (1 - P) (w) = wh 
Where w(P) is the utility level associated to males and (1 – P)(w) is the utility level associated to females. The result suggest that at least females are better off now given that the wage received is now the full market wage for highly productive workers (wh). Since highly productive females were receiving a lower wage than highly productive males in the past, an increase in wage will provide them with incentives to work harder.

(12)
Uw(LOW) = w(P) + (1 - P) (w) = wL 

Low productive individuals will receive a lower market wage given their low productivity. 

 c)
Welfare analysis

Females

When the law allowed wage discrimination, females were paid a lower wage than equally productive males. Highly productive females are better off in presence of the law given that they will receive the full market wage thus, w > w – h. 

Males

Given that wage discrimination for males happened only by mistake and was therefore unlikely, their situation at least remains constant with the prohibition of wage discrimination thus, w = w. 

Firms

At first glance, one could think that firms will not have extra savings (h) when discriminating females, and will thus be worse off. Additionally, firms could experience extra costs of acquiring personalized information given the higher incentives for low productive workers to lie about their true working capabilities. 

Nevertheless, when firms paid lower wages to equally productive females (w-h), they provided them with fewer incentives to work at their maximum productivity. This last point makes sense when considering that equally capable and productive males, would make more money just for being born males (w). 

As long as productivity may increase with the disappearance of the spread between female and male wages, firms will not tend to lose their savings of wage discrimination given that they will gain them in productivity. In this sense, firms will not be bearing any costs derived from the new law. 

Most scholars would agree in that the information problem remains and could even increase. If firms modify their expenditure on acquiring personalized information as a result of an increased amount of hidden information from their potential candidates, the possible effects are that firms could tend to minimize their losses originated from bad hiring (low productive employers with high productive wages) or they could incur in extra costs when the minimization is not enough to offset the expenditure in new information. 

Aggregate

In the aggregate level, society will be better off only when the benefits of women’s increased welfare are big enough to offset the possible extra costs of information gathering for firms. Other things being equal, better opportunities for women could be achieved in the long run through the new law. In the short run only highly productive females would benefit.

III. The Economics of Anti-discrimination Laws.

In the previous section, the anti-discrimination law was enforced through a liability rule. The effect of such enforcement, caeteris-paribus, was to produce the internalization of an obligation by the firms providing them with incentives to take efficient care (h=0, k=0). Nevertheless, this does not necessarily deters this behavior completely nor efficiently in presence of other incentives such as a “taste for discriminating” females. Since firms can opt to provide productivity as a reason for “discriminatory” behavior and since productivity is very difficult to measure and compare, a liability rule could only deter marginally. The purpose of this section is to determine the most efficient mechanism to deter discrimination against females in Mexico.  

Let us first examine the welfare consequences of enforcing anti-discrimination laws in the United States through the angle of a “Taste for Discrimination” against females. There are two relevant laws. The “Equal Pay Act of 1963” that requires employers to pay their employees the same wages for “equal work” regardless of sex, and the Title VII of the Civil Rights Act of 1964 that forbids sex discrimination in employment.

Equal Pay Act 

When work is equal, unequal pay could not be efficient. Nevertheless, when employers pay their female employees less because there is an aversion to women at the workplace, the “Equal Pay Act” will operate as a tax on misogyny that will provide incentives, for employers with a similar distaste for females, to hire fewer female employees, by creating working conditions that are not attractive to them, or by placing females in positions that are not equal to those occupied by male employees, among several others. 

Title VII

The goal is to eliminate discrimination in the labor market. To meet this objective, the law consists of two basic provisions. The employment provision and the wage provision represented by the “Equal Pay Act”. The employment provision requires firms to increase their minority employees. 

According to Beller (1978( the wage provision counteracts the “benefits” of the employment provision, so that enforcing Title VII left the employment and earnings of minorities unchanged throughout the 1970’s. Some empirical studies found that the law had little impact on relative minority employment in establishments that had been subject to enforcement activities.
 

An inherent conflict makes it difficult, if not impossible, for equal employment opportunity laws to eliminate both employment and wage discrimination simultaneously. Complying with the laws’ wage provision sets up an incentive for competitive firms to reduce relative employment, but complying with the employment provision requires them to increase it. Because of this conflict, enforcing these laws may make the minority group even worse off.

In the first years, Title VII’s overall effects on the relative economic position of minorities, closely and consistently approximate the combined effects of its employment and wage provisions. Enforcing the employment provision increased both relative minority’s employment and wages while enforcing the wage provision decreased them. It can be said that in the early stages the enforcement of Title VII as a means to combat racial discrimination must be characterized as unsuccessful, for the combined effect of its provisions reduced minority’s welfare and imposed extra costs on firms.

For Posner (1989a( women as a whole have not benefited from the enforcement Title VII. Because of the heterogeneity of women as an economic class and their interdependence with men, laws aimed at combating sex discrimination are more likely to benefit particular groups of women, as shown to be possible by the model in the previous section. 

To the extent that the overall effect of the law is to reduce aggregate social welfare because of the allocative and administrative costs of the law, women as a group are hurt along with men.

The Mexican Case

As discussed earlier, a first problem to tackle discrimination against females in the Mexican labor market is the presence of a “taste for discrimination” across employers, enforced by the social sanction system.

Existent anti-discrimination laws are inefficient given that they are not enforced and if they were, they would probably tend to benefit the highly productive group of females only. The absence of corrective or enforcement action of the pre-existing legal rules that aim at preventing discrimination in the labor market is very likely enforced by social norms as well. 

According to Cooter (1997( there is room for efficient legal modifications able to suppress the harmful social norms in question and thus, generating extra net benefits to society. 

The optimal strategy for Mexico will very likely consist of a combination of anti-discrimination laws with the suppression of harmful social norms, given that on one hand, an effective enforcement of anti-discrimination laws could bring higher costs than benefits on its own, provided that the taste for discrimination would not be eliminated. On the other hand, a law directed only at suppressing the social sanction system that enforce discrimination against females, would not guarantee the deterrence of discrimination based on other reasons than a preference for it.

a) Law undermines a norm
To undermine a social norm, the state creates obstacles to private enforcement. For example, morality may require the fulfillment of promises to perform acts forbidden by the state, such as paying interest on a loan that exceeds the ceiling set by usury laws. Obstacles to private enforcement raise its costs. 
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The above graph shows that as the proportion of enforcers of a norm increases the cost of punishment for the state decreases. When the proportion of people enforcing the norm is 100% (1) the obligation is said to be internalized. The objective of an efficient legal solution to undermine a social norm is to make the individual cost of enforcing the negative norm high enough to produce that a bigger proportion of people stops its enforcement. When the bad norm is suppressed, the negative externalities that were carried along will tend to be eliminated. 

b) Why punish?

In economic models of liability, “perfect compensation” leaves the victim indifferent between no harm and harm with compensation. In other words, perfect compensation restores the victim to the same indifference curve as if no injury had occurred.
 

A liability system with perfect compensation would make victims indifferent about the behavior of injurers. If victims are indifferent, then injurers should be free to decide how to act. These facts pose the theoretical question, “why not permit everything and hold injurers liable for the consequences”?

c) Internalize or deter?

Permission to do something, provided that one pays a price set by the court, has been called a liability right. Alternatively, the law may forbid harming others and punishing those who violate the prohibition. Liability rights and prohibitions locate decisions differently. For a liability right, the injurer is free to decide whether or not to act, provided he/she pays damages. In contrast, punishment subordinates the individual’s freedom to the group’s judgment about right and wrong. With a liability right, perfect compensation internalized the harm caused by the injurer, with a prohibition, however, punishment ideally deters wrongdoing.

To understand deterrence, consider the parallel between victim’s compensation and injurer’s disgorgement. Disgorgement makes the injurer give up his gains from the injury. “Perfect disgorgement” is a sum of money that leaves the injurer indifferent between the injury with liability for damages or no injury. In other words, perfect disgorgement restores the injurer to the same indifferent curve as if no injury had occurred. Damages that exceed the amount required for perfect disgorgement are extra-disgorging. Extra-disgorging damages make the injurer worse off than if he had not committed the injury.

By definition, an injurer is indifferent between no injury and an injury with liability for perfectly disgorging damages. Consequently, an injurer who faces certain liability for extra-disgorging damages prefers not to cause the injury. When the liability system works perfectly, liability for extra-disgorging damages deters intentional wrongdoing.

In our case, the system of liability does not work perfectly well for two reasons a) it will not be easy for courts in general to calculate the damages in welfare derived from discrimination, and b) The presence of other incentives like the “taste for discrimination” can produce efficiency losses. Cooter suggests that when markets can price goods at a lower transaction costs than courts, prohibitions provide a more efficient structure for transactions than liability.

d) When to punish

Channeling activities into voluntary transactions and deterring non-compensable harms sometimes requires backing prohibitions with penalties. Now I turn to the problem of when to impose punitive damages on wrongdoers.

Moral commitment increases trust, which makes cooperation easier and more productive. In a cooperative venture, people often are paid according to their contribution. Consequently, a person who can signal moral commitment often gains an advantage in cooperative activities. Signaling commitment is difficult, however, because people can fake moral commitment. Gaining an advantage by commitment requires that signaling is genuine. 

Whereas economic rationality seems relatively cool, discussions of law can become relatively hot. The heat comes from the connection between emotion and commitment. People feel committed to values at issue in contested law, such as abortion, discrimination, or even closing the range to cattle. The presence of emotion suggests a prominent role in law for expressing internalized values. People who internalize social norms feel righteous anger against those who violate them. The institution of punitive damages allows judges and juries to express righteous anger through speech and punishment.

d) Systems of social norms

Punitive damages express indignation through the language of the law and the magnitude of the punishment. Expression of emotions by the court demonstrates its commitment to the law in question. Perception of commitment can shape the expectations of citizens and change their behavior. Usually perception of the court’s commitment changes behavior marginally by deterring wrongdoing. Sometimes, however, perception of the court’s commitment changes behavior dramatically.

The system of social norms determines whether signaling commitment causes marginal deterrence or dramatic change. With a uniquely stable equilibrium in the system of social norms, the law’s sanction changes behavior marginally. In contrast, with multiple equilibria, some of which are unstable, the law’s expression con sometimes change expectations dramatically and permanently. Jumps occur because the court’s commitment focuses expectations on a new equilibrium. If coordination problems prevent people from reaching a higher standard of behavior to which they aspire, law can sometimes solve the coordination problem by urging people to achieve the higher standard.

In our case it is possible to think of a portion of firms that will obey to the liability rule, and a portion that will not, it is then straightforward to foresee multiple equilibria in the system of social norms and thus, punitive damages or law’s expression has more possibilities to provide an efficient result than liability rules alone. Enforcement through punitive damages is, in the case of female discrimination in labor, desirable. In the long run, the system will produce the internalization of a non discriminatory behavior norm, which in turn will tend to reduce discrimination based lawsuits.

Conclusions

Discrimination against females in the Mexican labor market responds to pervasive social norms installed in society’s preferences through education and/or custom, and which are enforced through the social sanction system. 

On average, female wages are relatively low compared to male wages for reasons likely different from the years of education. It is not yet certain whether the quality of education is an important determinant of the differences but it does not seem to be the case as shown in the average differences in wage for “professionals”. 

The economic model developed to evaluate the desirability of a wage anti-discrimination law offered two valuable results. First, the law could only have redistributive effects by transferring wealth from firms to females, if it is the case that a higher wage does not increase female productivity. Second, females will tend to be better off unless they do not belong to the highly productive group.

An anti-discrimination law will not solve the problem of asymmetric information faced by firms in their hiring decisions. It could even increase its costs of acquiring personalized information by providing low productive individuals with incentives to hide information from potential employers.

The United States experience offer a clear example of a trade-off between enforcing wage provisions and employment provisions contained in Title VII of the Civil Rights Act of 1964. At least in the early stages of Title VII, enforcing the employment provision increased both relative minority’s employment and wages while enforcing the wage provision decreased them. 

A study from U.S. National Administrative Office Bureau of International Labor Affairs states that although discrimination in the labor market in Mexico is clearly prohibited in Mexican laws, it is practiced in a variety of ways including pregnancy screening and in-situ mistreatment of pregnant employees. Mexican authorities are aware of the various discriminatory practices but the federal government agencies responsible for the enforcement of the labor laws have not taken corrective or enforcement action against the practices which are also stable in time.

To cope with female discrimination in the labor market, the optimal strategy for Mexico will very likely consist on a combination of anti-discrimination laws with the suppression of harmful social norms, given that an effective enforcement of anti-discrimination laws could bring higher costs than benefits on its own. A law directed only at suppressing the social sanction system that enforce discrimination against females, would not guarantee the deterrence of discrimination based on different reasons.

Punitive damages are preferred to liability rules when the system of social norms has multiple equilibria that makes liability to be able to deter only marginally.

Undermining social norms requires the state to make private enforcement relatively costly and thus decrease the portion of enforcers of such norm. When the portion of enforcers decreases to zero, an obligation to not enforce a harmful social norm is said to be internalized by society. After this process, negative externalities produced by such norm will tend to disappear. Increasing the costs of private enforcement can be attained in a variety of ways, in our case punitive damages could result in efficient outcomes. 

Since a portion of firms will obey to the liability rule, and a portion will not, setting damages slightly above the indifference level for firms (granted by a liability rule), could efficiently deter wrongdoers. When a relatively big portion of wrongdoers does not change their behavior, punitive damages would be the most efficient institution to promote the internalization of costs and the attainment of deterrence.

REFERENCES

	Akerlof, G. A. (1970) "The Market for Lemons" 84 Quarterly Journal of Economics.



	Baird, D., Gertner R. and R. Picker (1994) “Game Theory and the Law” Harvard University Press.



	Bales, K. (1999) "Disposable People" University of California Press, Berkeley.



	Becker, G. (1993) "A Theory of Competition among Pressure Groups for Political Influence" Quarterly Journal of Economics vol.98.



	Becker, G. (1971) “The Economics of Discrimination” 2nd ed., Chicago University Press.



	Becker, G. (1996), “Accounting for Tastes” Harvard University Press.



	Becker, G. and K. Murphy (2000) "Social Economics" Harvard University Press.



	Beller, Andrea H. (1978) " The Economics of Enforcement of an Antidiscrimination Law: Title VII of the Civil Rights Act of 1964" The Journal of Law and Economics, vol. XXI No.2 October.



	Benston, G. J. (1982)"The Economics of Gender Discrimination in Employee Fringe Benefits: Manhart Revisited" University of Chicago Law Review.



	Benston, G. J. (1983) "Discrimination and Economic Efficiency in Employee Fringe Benefits: A Clarification of Issues and a Response to Professors Brilmayer, Laycock and Sullivan" University of Chicago Law Review.



	Cooter, R. (1994a) "Structural Adjudication and the New Law Merchant: A Model of Decentralized Law" International Review of Law and Economics, No.14.



	Cooter, R. and T. Ulen (2000) "Law and Economics" 3rd ed., Addison Wesley and Longman.



	Cooter, R. (1994b) “Market Affirmative Action” 31 San Diego Law Review.



	Cooter, R. (1997a) “Law From Order: Economic Development and the Jurisprudence of Social Norms” in Olson and Kahkonen (1998) Oxford University Press.



	Cooter, R. (1997b) “Normative Failures Theory of Law” Cornell Law Review, February.



	Cooter, R. (1998) "Punitive Damages, Social Norms and Economic Analysis" John M. Olin Working Papers in Law, Economics and Institutions.



	Dana, David A. (2001) "Rethinking the Puzzle of Escalating Penalties for Repeat Offenders" The Yale Law Journal, No. 5, March.



	Dnes, Anthony, W. (1999) "Marriage Contracts" in Bouckaert and De Geest; "Encyclopedia of Law and Economics" No. 5810.



	Donohue, J. J. (1989) "Prohibiting Sex Discrimination in the Workplace: An Economic Perspective" University of Chicago Law Review No. 1337.



	Edwards, S. and C. Lustig (1997) "Labor Markets in Latin America" Brookings Institution Press.



	Ellickson, R.C. (1998) "Law and Economics Discovers Social Norms" The Journal of Legal Studies, vol. XXVII, June.



	Friedman, D. (2000) "Law's Order" Princeton University Press.



	Furubotn, E. and R. Richter (2000) "Institutions and Economic Theory" The University of Michigan Press.



	INEGI (2001) "Indicadores para el seguimiento de la situacion de la mujer en México" www.inegi.gob.mx


	Katz, I. M. (1999) "La Constitución y el Desarrollo Económico de México" ITAM, Cal y Arena.



	Lindbeck, A. (1995) “Welfare State Disincentives with Endogenous Habits and Norms” Scandinavian Journal of Economics, December.



	Lindbeck, A. (1997) “Incentives and Social Norms in Household Behavior” The American Economic Review, vol.87, No.2.



	Mas Colell Andreu, Whinston, Michael D. and Jerry R. Green. (1995) "Microeconomic Theory” Oxford University Press.



	Mexican Ministry of the Interior, March 2001 Bulletin 130/01, Secretaría de Gobernación.



	Olson and Kahkonen (1998) “A Not so-dismal Science: A Broader, Brighter Approach to Economies and Societies” Oxford University Press.



	Ortega, Ana María (1945) "El Papel de la Mujer en la Conquista de México" Tesis; Licenciatura en Historia; Universidad Nacional Autónoma de México.



	Parkman, Allen M. (1998) "Why are Married Women Working so Hard" International Review of Law and Economics.



	Paternostro, S. and D. Sahn (1999) "Wage Determination and Gender Discrimination in a Transition Economy: The Case of Romania" World Bank Working Papers on Labor and Employment, World Bank, Washington D.C.



	Polinsky, M. and S. Shavell (1999) "Punitive Damages" in Bouckaert and De Geest; "Encyclopedia of Law and Economics" No. 3700.



	Posner, E. A. (2000) “Law and Social Norms” Harvard University Press.



	Posner, R. A. (1989a) “An Economic Analysis of sex Discrimination Laws” University of Chicago Law Review.



	Posner, R. A. (1989b) “The Ethics and Economics of Enforcing Contracts of Surrogate Motherhood" Journal of Contemporary Health Law and Policy.



	Posner, R. A. (1993) "The Radical Feminist Critique of Sex and Reason" Connecticut Law Review No.25.



	Posner, R. A. (1999) “Employment Discrimination: Age Discrimination and Sexual Harassment" International Review of Law and Economics; Dec.



	Posner, R. A. (1998a) "Social Norms, Social Meaning and Economic Analysis of Law: A Comment" The Journal of Legal Studies, vol. XXVII, June.



	Posner, R. A. (1992) "Sex and Reason" Harvard University Press.



	Posner, R. A. (1998b) “Economic Analysis of Law" 5th ed. Aspen Law and Business.



	Posner, R. A. and E. Rasmusen (1999) “Creating and Enforcing Norms with Special Reference to Sanctions” International Review of Law and Economics No.19.



	Posner, R. A. (1997) “Social Norms and the Law: An Economic Approach” The American Economic Review vol.87, No.2; May.



	Roemer, A. (1998) "Sexualidad, Derecho y Políticas Públicas" Ed. Miguel Angel Porrua, México.



	Roemer, A. (1994) “Introducción al análisis económico del derecho” Fondo de Cultura Económica, Mexico 

D.F. 



	Roemer, A. and E. Moctezuma  (1999) “Por un Gobierno con Resultados” Fondo de Cultura Económica, Mexico D.F. 



	Schwab, S. (1999) “Employment Discrimination” in the Bouckaert B, and De Geest G, “Encyclopedia of Law and Economics” No. 5530.



	Shavell, S. (1987) “Economic Analysis of Accident Law “ Harvard University Press.



	Silberberg, Eugene (1990) "The Structure of Economics" McGraw Hill.



	The UK Race Relations Act (Amendment) 2000 at www.homeoffice.gov.uk/raceact/notesa.htm.


	Varian, Hal R. (1992) "Microeconomic Analysis" W.W. Norton and Company New York.



	Villanueva, L. A. (2000) "Análisis Económico de la Eutanasia" in Roemer, A. (ed.) "Economía del Crímen"  Planeta, México D.F.



	Wils, P. J. (1994) "Insurance Risk Classifications in the EC: Regulatory Outlook" Oxford Journal of Legal Studies vol. 14 No. 3.










� The author wishes to thank the kind invitation of the Scientific Committee of the 19th Annual Conference of the European Association of Law and Economics to be held in Athens, Greece on September 19-21, 2002. Questions and comments are welcome to the following e-mail address: � HYPERLINK mailto:vivil730915@hotmail.com ��vivl730915@hotmail.com�.


� Posner, E. A. (2000) “Social Norms and The Law” Harvard University Press.


� It is common in Mexico to find potentially productive women, educated at various levels, out of the market in order to comply with third party’s expectations. 


� See Cooter, R. (1997) “Normative Failures Theory of Law” Cornell Law Review, February.


� See Cooter, R. (1997) “Law From Order: Economic Development and the Jurisprudence of Social Norms” in Olson and Kahkonen (1998) “A Not so-dismal Science: A Broader, Brighter Approach to Economies and Societies”, Oxford University Press.


� In relation to employment, the government’s objectives are: 1) improved access for women to employment opportunities and protection of their labor rights, 2) improved working conditions, and 3) an increase in employment and training opportunities available to female workers. 


� Mexican Ministry of the Interior, March 2001 Bulletin 130/01. The reader should keep in mind that at least, the last three aspects (g,h,i) of the governmental objectives can be negatively influenced by social norms.


� It is of particular interest to clarify the welfare implications of different wages for equal productivity levels.


� Although it is not the purpose of this paper to measure the response of economic growth to labor market distortions, wage differentials for equal productivity are not assumed to have marginal effects only, as we shall see in the sections below.


� See for instance, The UK Race Relations Act (Amendment) 2000 at www.homeoffice.gov.uk/raceact/notesa.htm.


� Schwab, S. (1999) “Employment Discrimination” in the Bouckaert B, and De Geest G, “Encyclopedia of Law and Economics” No. 5530 p. 572.


� Idem p. 573.


� Many authors have proposed that competition tends to diminish discrimination in the labor market. According to Schwab, S. (1999), the conditions under which the market tends to eliminate discrimination occur only in a more limited range of situations than commonly recognized by the literature.


� See Becker, Gary S. (1971) “The Economics of Discrimination” 2nd ed., Chicago University Press.


� Schwab, S. (1999) p. 573.


� Idem p. 574.


� Cooter, R. (1994) “Market Affirmative Action” 31 San Diego Law Review, pp. 133-168


� Schwab, S. (1999) p. 574.


� Ibidem.


� See Becker, G. S. (1971).


� Schwab, S. (1999) p. 575.


� The role of information in contract formation has been widely studied in the Law and Economics literature. Although at this time it is not necessary to provide a profound explanation, it remains important to consider that models of rational expectations would predict that firms, acting rationally, will try to acquire information about the candidates they are evaluating, up to the point in which the benefit of the last unit of information hired is the same as its cost.


� The reader should note that in reality negative / invidious discrimination can be easily hidden from the law.





� See Cooter, R. (1994b).


� Idem p. 14.


� Schwab, S. (1999) p. 576.


� An individual will gather information to the point in which the marginal benefits of the information gathered equal marginal costs.


� Ibidem.


� Idem p. 180.


� Posner, E. A. (2000) “Social Norms and The Law” Harvard University Press.


� Posner, Richard A. (1997) “Social Norms and the Law: An Economic Approach” The American Economic Review vol.87, No.2; May 1997, p. 365.


� Ibidem.


� Lindbeck, A. (1995) “Welfare State Disincentives with Endogenous Habits and Norms” Scandinavian Journal of Economics, December 1995.


� Idem p. 478.


� Lindbeck (1995) sustains that a norm concerning a specific action exists when the socially defined right to control the action is held not by the actor but by others.


� See Lindbeck, A. (1997) “Incentives and Social Norms in Household Behavior” The American Economic Review, vol.87, No.2; p. 370.


� Lindbeck (1997) states that both, approval or disapproval from others and the individual feelings of guilt distinguish social norms from habits or conventions.


� Lindbeck  (1995) p. 479.


� See Becker, G. and K. Murphy (2000) "Social Economics" Harvard University Press p. 144; Lindbeck (1995) p. 479.


� Ibidem.


� For a thorough explanation see Posner (1997), Lindbeck (1997), and Lindbeck (1995).


� Between 1970 and 1999 female participation in the formal sector of employment (outside the household) has risen significantly form 20.56% of the total in 1970 to 33.49% in 1999.


� See Cooter, R. (1997a).


� Idem p. 3.


� U.S. National Administrative Office, Bureau of International Labor Affairs Submission No.9701, January 1998.


� The data available in the Mexican’s Ministry of Labor until July 2001 does not provide evidence of a single law suit for discrimination, segregation, or similar practices against women. Visit www.stps.gob.mx.


� See Posner, R. A. (1999) “Employment Discrimination: Age Discrimination and Sexual Harassment", International Review of Law and Economics; Dec; p. 436.


� See Posner (1997).


� To perform statistical hypothesis tests, it is desirable to have sets of 30 observations for each variable. 


� Please note that one US dollar is more or less 9.6 Mexican Pesos as of June 2002.


� Nominal wages were used since what matters to this section are the differences among male and female wages. Since real wages are obtained from dividing the nominal wage by the general price level, the differences would preserve its order.


� The reader should keep in mind that even when the law in Mexico allows parental leave, it has become an important source of wage discrimination, specially among employers in Northern Mexico or at the “Maquiladora”.


� See Posner, R. A. (1989) “An Economic Analysis of Sex Discrimination Laws” University of Chicago Law Review.


� A correlation coefficient measures the strength and direction of a relationship between two variables. For instance, If this is positive and close to one, the growth in the independent variable explains the growth in the dependent one. In our case both wages and human capital investment, are tested for dependence on number of children born.


� Data obtained from INEGI SISESIM.


� Data obtained from INEGI SISESIM.


� See Posner (1989a).


� See Public Report of Review of NAO Submission No. 9701.


� Nevertheless, firms will actually have a very accurate perception of the value of θ which will be used in their hiring decisions.


� An information set gathers decision nodes with similar characteristics. The condition for the presence of perfect information in a game is that all decision nodes are unique. Therefore, a set of decision nodes  (such as an information set), denotes imperfect information given that it is composed by more that one decision node. In our case, sets A and B indicate that the firm faces uncertainty about the productivity levels associated to the different  workers (male or female) which the firm deals with.





� Please note that at this time the model is not incorporating the “taste for discrimination” in Mexico previously discussed. Nevertheless this perhaps makes, the most important argument against an anti-wage discrimination law in Mexico, given that as long as firms cannot discriminate wages but do posses a taste for discriminating female’s, the law could produce higher costs than benefits to society.


� See unilateral accidents Chap. 2. in Shavell, S. (1987) “Economic Analysis of Accident Law “ Harvard University Press.


� Posner, Richard A. (1989a).


� Beller, Andrea H. (1978) " The Economics of Enforcement of an Antidiscrimination Law: Title VII of the Civil Rights Act of 1964" The Journal of Law and Economics, vol. XXI No.2 October. p. 360.


� This possibility was anticipated by Joseph E. Stiglitz, Approaches to the Economics of Discrimination, 63 American Economic Review. (Papers and Proceedings, May 1973).


� Beller, (1978) p. 378.


� See Posner, R. A. (1989a).


� See Cooter, R. (1997a) p. 26.


� Cooter (1997a) pp. 5.


� Ibidem.


� Ibidem.


� Ibidem.


� See Cooter (1997a).


� Idem pp. 13.


� Idem pp. 14.


� Cooter (1997a).


� Idem pp. 16.


� Ibidem.





28
2

_1086941006.xls
Gráfico1

		1995		1995		1995

		1996		1996		1996

		1997		1997		1997

		1998		1998		1998

		1999		1999		1999



Source: INEGI SISESIM www.inegi.gob.mx

Spread in Male and Female Wages
 (Percentage of Total Annual Average Wages per Sector)

National

Managerial

Professional

0.1033443808

0.1810496654

0.0761796475

0.0810810811

0.0993799229

0.0600151937

0.0569903949

0.1247683755

0.0508266993

0.127956789

0.0541816547

0.0972222222

0.1344335844

0.175006043

0.2105263158



CORRELS

		Year		Women		Men						Women		Men

		1995		14.88		18.31				1995		16.19		16.13

		1996		17		20				1996		16.18		16.2

		1997		22.09		24.76				1997		16.2		16.34

		1998		23.41		30.28				1998		16.21		16.21

		1999		27.01		35.4				1999		16.12		16.35

						0.8175070442										-0.533263015

																-0.533263015

								-0.4717763364				0.6885659029





WSPREADS

				National		Managerial		Professional				Total Nac		Tot Manag		Tot Pro

		1995		3.43		10.28		2.68				33.19		56.78		35.18

		1996		3		5.93		2.37				37		59.67		39.49

		1997		2.67		8.08		2.49				46.85		64.76		48.99

		1998		6.87		4.82		5.6				53.69		88.96		57.6

		1999		8.39		14.48		14.24				62.41		82.74		67.64

												4.872		8.718		5.476

				National		Managerial		Professional				10.449%		12.352%		11.000%

		1995		10.33%		18.10%		7.62%				46.628		70.582		49.78

		1996		8.11%		9.94%		6.00%

		1997		5.70%		12.48%		5.08%

		1998		12.80%		5.42%		9.72%

		1999		13.44%		17.50%		21.05%		10.08%		12.69%		9.90%





WSPREADS

		



Spread in Male and Female Wages
 (Mexican Pesos per Hour of Labor)

Year

Source: INEGI SISESIM www.inegi.gob.mx

National

Managerial

Professional



SALARY

		



Source: INEGI SISESIM www.inegi.gob.mx

Spread in Male and Female Wages
 (Percentage of Total Annual Average Wages per Sector)

National

Managerial

Professional



POSNERW

		

						Year		Women		Men		Spread		Total Nac		Tot Pro

						1995		14.88		18.31		3.43		33.19		35.18

						1996		17		20		3		37		39.49

						1997		22.09		24.76		2.67		46.85		48.99

						1998		23.41		30.28		6.87		53.69		57.6

						1999		27.01		35.4		8.39		62.41		67.64

						Year

						1995

						1996

						1997

						1998

						1999





POSNERW

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0



Source: INEGI SISESIM www.inegi.gob.mx

Women

Men

Spread

Year

Nominal Average Wage
(Mexican Pesos per Hour of Labor)

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0



EDUCAVG

				1995		14.88		410861		450365

				1996		17		413961		445089

				1997		22.09		410057		410662

				1998		23.41		412207		413069						420 861

				1999		27.01		428932		423734						1996						413 961

								0.6592178927		-0.7959674737						1997						410 057

																1998						412 207

																1999						428 932

						8.9-61				-0.7959674737

						2.8

						0.56				450365		6.1				-0.7388604614

										445089		6.66

										410662		7.22

										413069		7.78

										423734		8.34





$MANAG

				Year		Women		Men		Spread

				1995		16.19		16.13		0.06		450365		-0.122078978

				1996		16.18		16.2		-0.02		445089

				1997		16.2		16.34		-0.14		410662

				1998		16.21		16.21		0		413069

				1999		16.12		16.35		-0.23		423734

																		2.64





$MANAG

		0		0

		0		0

		0		0

		0		0

		0		0



Source: INEGI SISESIM www.inegi.gob.mx

Women

Men

Year

Average Level of Education 
(years of instruction)

0

0

0

0

0

0

0

0

0

0



SCHMANAG

				Year		Women		Men		Spread		Tot Manag

				1995		23.25		33.53		10.28		56.78

				1996		26.87		32.8		5.93		59.67

				1997		28.34		36.42		8.08		64.76

				1998		42.07		46.89		4.82		88.96

				1999		34.13		48.61		14.48		82.74





SCHMANAG

		



Source: INEGI SISESIM www.inegi.gob.mx

Women

Men

Spread

Year

Average wage in MP/hour for Public and Private Sector Managers



$PROS

				Periodo		Women		Men		Total

				1995		13.29		13.76

				1996		13.4		13.43

				1997		13		13.5

				1998		13.52		13.64

				1999		13		13.37





$PROS

		



Source: INEGI SISESIM www.inegi.gob.mx

Women

Men

Year

Average Level of Eductaion
 (Years of Instruction)



SCHPROS

				Periodo		Women		Men		Spread		Tot Pro

				1995		16.25		18.93		2.68		35.18

				1996		18.56		20.93		2.37		39.49

				1997		23.25		25.74		2.49		48.99

				1998		26		31.6		5.6		57.6

				1999		26.7		40.94		14.24		67.64

												0





SCHPROS

		



Source: INEGI SISESIM www.inegi.gob.mx

Women

Men

Spread

Year

Average Wage in MP/hour of labor for Professionals



				Periodo		Women		Men		Total

				1995		16.19		16.13		0.06

				1996		16.18		16.2		-0.02

				1997		16.2		16.34		-0.14

				1998		16.21		16.21		0

				1999		16.12		16.35		-0.23





		



Source: INEGI SISESIM www.inegi.gob.mx

Women

Men

Year

Average Level of Education Prof. 
(years of instruction)




_1086941071.doc


 D







ND







  D







ND







D







ND







  D







ND







A







B







NATURE















1-















High







  Low







P







1 - P







P







1 - P







  M







F







 M







 F







FIRM







Uw:     WH







Uf:         0







 WH







 1







  WH







 1







      







Wl







 0







  WH







 0







  







Wl







 1







 







Wl







  1







   







Wl







0







      WORKER












_1053182768.unknown

