CHAPTER 7

Gender, Race, and Earnings: The Divergent Effect
of Occupational Licensing on the Distribution of
Earnings and on Access to the Economy

Kathleen M. Sheehan and Diana W. Thomas

Regulation, while usually well intended, can have detrimental effects
on overall economic activity because it creates barriers to entry for
firms and workers and because it hinders economic activity more gen-
erally. Economies that are more heavily regulated tend to have lower
rates of new firm starts, lower levels of overall employment, and lower
economic growth overall.! In addition, regulation has been shown to
have disproportionately negative effects on low-income households
and workers.? Price increases resulting from regulation are borne dis-
proportionately by low-income consumers,’ lower-wage professions
tend to suffer decreasing wages as a result of regulation,* and states
with higher levels of regulation tend to have higher levels of poverty.®
Given the differential effects of regulation on different socioeconomic
classes, an obvious question is whether regulation has differential and
potentially negative effects on different genders and races as well. In
this chapter, we explore this question in more detail by reviewing the
literature on occupational licensing—a type of labor-market regula-

tion—and its effect on gender and race wage gaps.

Occupational Licensing, Gender, and Race

More than a quarter of all workers employed in the United States in
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2017 held a certificate or an occupational license.® This number has
increased dramatically since the 1950s, when roughly 5 percent of the
employed were licensed or certified.” As a result of this trend, occu-
pational licensing has become an important institution in the analysis
of labor markets.

Occupational licensing is a government credential that an individual
is required to acquire to legally work for pay in an occupation. It can be
required by alocal, state, or federal government, but state requirements
are the most common in the US. Licensure may entail receiving specific
training, passing exams, completing continuing education require-
ments, and paying certification fees, and licensing requirements often
contain some morality clause. The main rationale for a license is to pro-
tect the health and safety of customers and to ensure a high quality of
service. However, the number of worker types covered by licensing
regulation has increased dramatically since the 1950s, and states now
require licenses not only for workers in traditional health and safety
fields, such as doctors and electricians, but for more and more catego-
ries of workers, such as interior designers and travel agents.®

Traditionally, economic theory suggests that occupational licensing
increases barriers to entry and results in increased, positive eco-
nomic profit for incumbents in the labor market whose supply is now
restricted.” Additionally, the literature on rent-seeking suggests that
intra-industry rent-seeking can result in a skewed distribution of reg-
ulatory rents, where some suppliers benefit at the expense of others.
The implication of these theoretical contributions for the analysis of
the effect of occupational licensing on wages is that, depending on the
licensing institutions, distributional consequences may differ.

On the whole, Maury Gittleman, Mark Klee, and Moriss Kleiner
find that credentialed (licensed or certified) workers earn on average
5.7 percent more than noncredentialled workers, are more likely to be
employed, and are more likely to receive employer-provided health
insurance." In addition, Gittleman, Klee, and Kleiner find that licens-
ing does not seem to have an effect on wage inequality. However, other
researchers have found that countries with more stringent entry regu-

lations for businesses do have increased income inequality (Chambers,
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McLaughlin, and Stanley 2019). Occupational licensure is one exam-
ple of an entry regulation, though one that these researchers did not
examine specifically.”? The expanding number of occupations requir-
ing licensing has the potential to be regressive in nature, however, by
providing greater benefits to those who are already wealthier. While a
credential increases wages for those employed, it also has the poten-
tial to change worker selection into a field because of the higher barrier
to entry and, as a result, it reduces overall employment in that field.”

Occupational Licensing and Gender

Gender differences in compensation are measured in terms of the
widely discussed gender wage gap. In 2014, full-time female work-
ers earned on average 81.1 percent of male weekly earnings on an
annual basis.” This highly cited statistic continues to cause outrage
among politicians and the public, and has been used as a justification
for legislation requiring firms to release earnings data and prohibiting
employers from retaliating against employees who disclose their own
wages or inquire about their employer’s wage practices.

In historical comparison, the earnings gap has decreased signifi-
cantly since 1979, the first year for which comparable earnings data
area available. Women earned on average 60 cents on the male dollar
between 1950 and 1980, but the earnings ratio began to increase in the
late 1970s and convergence has been significant since then. Women’s
weekly earnings ratio increased from 61.0 percent to 76.5 percent of
male workers’ between 1978 and 1999, but progress has been slower
and more differentiated since.

Economists have studied the wage gap and potential explanations
for it extensively over the past several decades, and the most recent
comprehensive study by Blau and Kahn (2017) suggests that up to
62 percent of the gap can now be explained.”® In this study, econo-
mists Francis Blau and Lawrence Kahn examine traditional measures
of human capital, such as education and experience, as well as addi-
tional controls for industry, occupation, and union coverage. The results
for their full specification suggests that females earned 91.6% of male
earnings in 2010, which leaves a gap of 8.4 cents between male and
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female earnings."” This remaining gap could be the result of either
unobserved differences between male and female workers (statistical
discrimination) or the discriminatory tastes of coworkers, customers,
and employers.'

Claudia Goldin argues persuasively that the remaining female-
to-male earnings gap comes from within-occupation differences in
earnings rather than from between-occupation differences.” Put dif-
ferently, it is not the systematic choice of lower-paying occupations
on the part of women that drives the gender wage gap, but instead
earnings differences within occupations. Across different occupa-
tions, women in the same occupation systematically earn less than
their male counterparts, even when researchers control for educa-
tion and experience.

Taking a closer look at the pharmacy profession, which has a compar-
atively low wage gap, Goldin and her coauthor, Lawrence Katz, suggest
that growth of pharmacy employment in retail chains and hospitals
and the decline of independent pharmacies over the past half century
has created an environment of greater substitutability among phar-
macists and subsequently greater linearity in pay (that is, a reduced
penalty for part-time work) in which women, who are more likely to
work part time, get paid the same as men, who have more traditional
work schedules.

In their discussion of this relatively egalitarian profession, Goldin
and Katz highlight two particular factors that have resulted in greater
substitutability of individual pharmacists: First, greater use of infor-
mation technology and more pervasive prescription drug insurance
have enhanced the ability of pharmacists to hand off clients. Second,
the standardization of pharmacy products and the reduction of the
prevalence of compounding by individual pharmacies have reduced
the importance of the idiosyncratic expertise and talent of particular
pharmacists. As a result, consumer preferences for particular pharma-
cists have decreased and pharmacists have become more substitutable.
At the same time, the shift toward larger-scale retailing of drugstores
facilitated a shift toward linearity in pay. This greater substitutability

and pay linearity have helped close the within-occupation wage gap.



Regulation and Economic Opportunity: Blueprints for Reform

Pharmacists are paid an almost equal hourly wage—there is no wage
premium for working traditional office hours and there is not a large
wage penalty for part-time work. This helps to decrease the wage gap
between men, who are more likely to be full-time workers, and women,
who are more likely to work part time.*!

Given these insights regarding the remaining disparities in earn-
ings between men and women, as well as the insights regarding what
features of an occupation may drive more equal pay, it appears that
occupational licensing could have the potential to contribute to alle-
viating gender pay differences if it increases substitutability between
workers and produces linearity in pay similar to what is seen in the
pharmacy profession. In other words, occupational licensing may
reduce the wage gap if licenses and related credentials make individ-
ual workers more substitutable. Licensing laws do likely make some
workers more substitutable, since they establish a minimal require-
ment for work experience and education and offer some level of quality
control. If the resulting greater substitutability increases temporal flex-
ibility and linearity in pay, occupational licensing may accordingly
reduce the wage gap.

Additionally, occupational licensing laws could increase pay trans-
parency if trade organizations report average pay for workers. To the
extent that this information is accurate and readily available, it could
also potentially narrow the wage gap. Recent literature suggests that
increased pay transparency narrows the gender wage gap by slowing
down the growth of male wages® and increasing wages for women
with higher education levels.”

Occupational licensing could increase the wage gap, on the other
hand, by imposing geographic constraints on mobility, limiting job
switching, increasing the costs of labor force absences, and encourag-
ing nonentry into the licensed field.

If occupational licensure acts as a geographic constraint and limits
worker mobility, the gender wage gap could increase. Research has
shown that individuals who work in occupations that require state-spe-
cific licensing exams are much less likely to move across state lines than

individuals in nonlicensed professions.? The license makes it more
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costly to move. Since women often increase their wages by changing
employers, this limits their possibilities.

Geographic constraints are particularly important for employees
trailing their spouses. Women are historically more likely to be trailing
spouses, and the existing literature seems to suggest that they continue
to be more likely than men to be the spouse who moves for a partner’s
job.” While good empirical evidence on the absolute number of trail-
ing spouses by gender is nonexistent, William Bielby and Denise Bielby
report that women are more likely than men to report reluctance to
relocate for a better job (for themselves).* If a couple moves as a result
of the trailed spouse’s employment prospects and the move requires
the trailing spouse to obtain a license or other credential in order to
continue working in the same occupation, the credential can become a
barrier to entry that results in the trailing spouse taking a lower-pay-
ing position or staying out of the labor force altogether.

Though it does not specifically examine the impact of licensure laws,
research examining the effects of job relocation on spousal careers sug-
gests that family relocation negatively affects women’s earnings both in
absolute terms and relative to their husbands’ earnings, which increase.?”
Jeremy Burke and Amalia Miller look at evidence from military families
and find that spousal earnings decline by 14 percent after a move, that
amove increases the likelihood of no earnings for the spouse, and that
these career costs persist for two years after the move.? The authors spe-
cifically note both that spouses may avoid entering fields that require
a license because of the barrier to entry licenses create and that wages
may be negatively affected for spouses in licensed fields. The military
has noted the impacts of licensure on spousal careers by offering the
Spouse Education and Career Opportunities Call Center for career and
education counseling around licensure, and the Defense-State Liaison
Office has recently worked to change state laws to better accommodate
state reciprocity in licensure for military spouses. These actions suggest
that female earnings are negatively impacted by some state licensing.

The continuing education requirements for many state-licensed occu-
pations also have the potential to adversely impact women at higher
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rates than men. Women are more likely to take a break from their careers

owing to concerns about childcare or elderly parents and to choose to

work part time.” These decisions can make required continuing edu-
cation credits prohibitively expensive for women to acquire, in terms

of both time and money. Often larger employers will help employ-
ees meet continuing education requirements by hosting classes or by
helping to offset the monetary outlay required for attending classes.
Workers who take a break from their profession can find it difficult to

gather information about continuing education requirements. Addi-
tionally, the opportunity cost of continuing education likely changes

during a career break: Someone who is not currently employed in the

licensed profession can’t use work hours to meet continuing education
requirements, but must instead take time that was allocated to child-
care or elderly care, to other careers or schooling, or to dealing with
health concerns. Finally, the relative costs of any testing and classes, in
monetary terms and in terms of time spent, are significantly higher for
a part-time worker (and earner) than for an individual currently work-
ing and earning a full-time salary in a licensed profession spending a
similar amount of money and time.

For example, when Massachusetts adopted a continuing educa-
tion requirement for licensed real estate agents in 1999, the number of
licensed active agents decreased by between 39 and 58 percent.*® The
National Association of Realtors notes that the majority of realtors are
women—meaning this regulatory change likely adversely affected
women at higher rates than men.

An occupational license is now required in a large number and vari-
ety of fields. It is possible that a license decreases the wage gap in
some fields, exacerbates it in others, and has dual effects (working
in both directions) in still others. Occupational licensure likely also
changes who enters the licensed field, further complicating attempts
to understand licensure’s impact on gender wage gaps. While empiri-
cal research can help bring better understanding of licensure’s impacts,
the complexity of the ways that licensing could impact wages compli-

cates these studies.
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Occupational Licensing and Race
As in the case of the gender wage gap, occupational licensing has the
potential to decrease the racial wage gap if licensure increases sub-
stitutability for all workers along the lines suggested by Goldin and
Katz and if it reduces the information asymmetry between employ-
ees and employers relating to employees’ qualifications. Asymmetric
information regarding employee qualification is particularly problem-
atic for minority workers. Employee quality is difficult to observe ex
ante—consequently, in the absence of sufficient information, employ-
ers may rely on observable characteristics such as race and gender to
infer worker ability and productivity. As a result, individual applicants
may be judged not solely on the basis of observable individual charac-
teristics but also on the basis of the average characteristics of a group
they are observed to belong to. If employers are legally prohibited from
asking questions about criminal background, they may infer informa-
tion about an individual’s criminal background from the individual’s
race or gender. Women are less likely to have a criminal record than
men, and white individuals are less likely to have a criminal record
than black or Latino individuals, on average.®! This kind of statistical
discrimination is difficult for individual workers to overcome.
Amanda Agan and Sonja Starr provide some evidence for the pres-
ence of this kind of statistical discrimination. They show that black
applicants were significantly less likely to receive resume callbacks
and were less likely to be employed in “ban the box” states in which
employers are prohibited from including questions relating to crimi-
nal background on job applications.*? In an environment in which other
job-market signals are unavailable, licenses can potentially help minori-
ties overcome such asymmetric information problems with respect to
worker productivity and qualification. While employers may not be
able to ask questions about criminal background directly, they can
require a license or certification—which often includes a criminal back-
ground check as a prerequisite. Having to show a license can therefore
allow minority workers to signal qualifications beyond the average
of the minority group they belong to and avoid statistical discrimina-

tion. In other words, if licenses provide consistent signals about worker
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qualities that are otherwise difficult to communicate, especially for
minorities, they may reduce wage inequality.

Occupational licensing could, however, also aggravate the wage gap
between workers of different races if the positive effect of increased
substitutability is outweighed by negative effects of increasing and
differentiating barriers to entry for different races. For example, occu-
pational licensure laws are widely accepted to reduce the labor supply
in the market—the credentialing aspect of the license means there are
fewer suppliers of labor in that market. If this decrease in supply is felt
more heavily by minority groups, the wage gap could increase.

The presence of licensing requirements might alter worker selection
into a field. Individuals who are deterred from entering a profession
because of licensing requirements would not show up in a wage gap
study since they would not be considered to be in the field. It is possi-
ble that a license requirement would deter larger numbers of minority
workers from entering a labor market than white workers. For exam-
ple, occupational licensure laws often impose significant educational
requirements workers must fulfill in order to obtain and maintain the
license. If minorities graduate from trade schools and colleges at lower
rates than their white counterparts, they will be ineligible for many
licensed jobs at higher rates than white individuals.®® Licensure rules
that prohibit individuals with recorded felonies from entering the
licensed professions could impact minorities at higher rates than white
individuals.* Similarly, a lack of access to credit® to pay for exam and
application fees could prevent minorities from entering a field at higher
rates than white workers. In all these cases, the licensing requirement
does not benefit minority workers unless they can meet the require-
ments of licensure. Statistics relating to within-occupation earnings for
minority workers are therefore potentially skewed if minority workers
are less likely to enter a profession in the first place.

Empirical Results
The empirical evidence on how occupational licensing affects female
or minority labor-market outcomes is mixed. Recent contributions

suggest that occupational licensing reduces both the gender wage gap
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and the racial wage gap, and that it does not effectively function as a
barrier to entry with divergent effects on minorities and white work-
ers. As noted earlier, however, there is concern that worker selection
skews these results. Older research suggests that occupational licens-
ing and regulation more generally benefited white men at the expense
of women and minorities. For example, a 2010 paper finds that stricter
regulations for funeral directors reduce the proportion of women in
that profession by 24 percent.* This chapter’s appendix summarizes
the main results of a number of empirical contributions to this literature.

However, some recent empirical evidence suggests that occupational
licensing increases wages within a profession, may reduce the gender
and racial wage gap, and may increase the employment of women and
minorities. Peter Blair and Brian Chung find that occupational licensing
narrows the gender wage gap by 36-40 percent (36% for white women
and 40% for black women, as compared to white men). More specifi-
cally, using data from the Survey of Income and Program Participation,
they report that the license premium for white and black women was
13.7 percent and 15.9 percent, as compared to 7.5percent for white men.
They also find that occupational licensing narrows the gender wage
gap by 36-40% and the wage gap between black and white men by
43 percent.” Beth Redbird finds that occupational licensing does not
increase wages, but that it improves access to licensed occupations for
historically disadvantaged groups, including black and female work-
ers.® Redbird hypothesizes that the increased share of minorities among
licensed professionals is the result of formal procedures, such as licenses,
replacing informal barriers to entry. She suggests that formal barri-
ers to entry are more likely to be color-blind and measurable and can
be publicized, while informal barriers to entry into a profession may
encourage discrimination and homogeneity.

Blair and Chung find that black men in particular benefit from
licenses that signal nonfelony status: in their sample, black men in a
licensed profession on average earned a premium of 12.5 percent, as
compared to a 7.5 percent premium for licensed white men. Blair and
Chung argue that licenses serve as a job-market signal that allows

minority workers to overcome asymmetric information between firms
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and workers, who are subject to statistical discrimination relating to
employee productivity and to quality more generally.* More specifically,
licenses help to overcome barriers to entry for African American men
for whom employers overestimate the likelihood of a criminal past.*’

One major concern regarding occupational licensing is that it will
reduce the supply of labor in licensed professions* and will change
the characteristics of those entering those professions. For example, a
higher education requirement might encourage some women to not
enter an occupation, or a nonfelony status requirement might exclude
some minority workers who would otherwise have pursued a certain
career. Evidence reported by Ryan Nunn supports the idea that licens-
ing might skew access.* Nunn reports that 27 percent of non-Hispanic
whites hold occupational licenses while only 22 percent of blacks and 15
percent of Hispanics hold licenses. The exclusion of these workers will
not show up readily in an empirical analysis, but it certainly impacts
the wages that people will or will not earn.

Blair and Chung may temper Nunn’s results, however. They sug-
gest that occupational licensing reduces labor supply by an average of
17-27 percent. But their results also suggest that the negative effects of
licensing are stronger for white workers and weaker for black work-
ers.® This reduction in the wage and employment gap cannot be a
desirable result if it comes at the expense of absolute minority employ-
ment, however. The fact that a profession has relatively more minority
employment or a smaller wage gap between white and black workers
is only a desirable outcome if these changes are the result of minority
workers being absolutely better off.

Shedding light on this concern, Morris Kleiner shows that licensed
occupations grow at a rate that is 20 percent less than that of unlicensed
occupations,* which suggests that, rather than improving opportunities
for minorities, licensing may just reduce opportunities for employment
overall. This evidence suggests that when the wage gap within a field
decreases, this may not mean workers are doing better overall. In fact,
some of the relative improvements among minorities may be the result
of reductions in the wages and employment of white men rather than

the result of increases in the wages or employment of black men. These
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mixed empirical results suggest that more research needs to be done
to better understand the effects of licensure on market outcomes. It’s
possible that licensure laws help female and minority labor market out-
comes in some circumstances and hurt them in others. Research needs
to more closely examine the impact of licensure on worker selection,
socioeconomic status, part-time work, style of work, and education in

order to more clearly differentiate these effects.

Other Types of Regulation, Gender, and Race

Ahandful of studies consider the effect of specific regulatory reforms on
minorities. A 1994 study finds that deregulation of trucking resulted in
a dramatic increase in the proportion of black drivers, who had previ-
ously been prohibited from entering the industry by the predominantly
white trucking business owners who were the beneficiaries of trucking
regulation.® Sandra Black and Philip Strahan consider the differen-
tial effect of banking deregulation on male and female workers in the
industry. They find that, while deregulation reduced earnings for all
workers in banking, women were relative beneficiaries of the reforms,
which reduced the gender wage gap in the banking industry. In addi-
tion, women'’s share of employment in managerial positions increased
following deregulation.* A 2019 study finds that the cost of regula-
tion in terms of wage effects is mostly borne by lower-wage workers
and that workers in higher-earning managerial and compliance-rele-
vant professions, such as accountants and lawyers, earn higher wages
when an industry becomes more regulated.” These studies help high-
light how the barrier-to-entry aspect of regulation may be more costly
to women and minority workers than to white male workers.

While some of the effects discussed above may be small and may be
considered negligible or justifiable costs by advocates of greater levels
of regulation, an important downside of regulation, especially when it
is ineffective in terms of achieving its desired goal, is that it creates a
group with a vested interest in its persistence. Regulation that redistrib-
utes resources from one group to another but is otherwise ineffective
will have advocates in those who benefit from the law, and thus will be

more persistent than its relative policy success might suggest. Gordon
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Tullock coined the term “transitional gains trap” to describe this phe-
nomenon of regulatory persistence in the face of policy failure.*

Policy Reform

Even when it is well-intentioned, labor-market regulation such as occu-
pational licensing laws can have unforeseen yet detrimental effects
that are particularly burdensome for minorities and women. As we
have shown above, the empirical record about occupational licensing
laws is by no means easy to assess or clear cut. While such laws seem
to increase wages for those in the licensed profession, they do so at
the expense of reductions in employment both in the short term and
dynamically in the long term. Several of the studies we reviewed ear-
lier suggest that such employment effects are most severe for women
and minorities, although there is recent evidence that suggests that
the share of women and minorities in certain professions increases
with licensure.

Overall, occupational licensing laws are similar to regulation more
generally in that they redistribute earnings and employment among
groups. While the specific redistributive effects of occupational licens-
ing laws are difficult to trace, existing evidence suggests that incumbent
workers in an industry benefit at the expense of newcomers, including
women and minorities. Occupational licensing also changes who is able
and willing to enter a field. Evidence also suggests that occupations
with licensing laws are less dynamic—that is, less likely to grow. This
is troubling if one policy goal is wage growth for women and minority
groups. Wages grow the most in dynamic industries. This evidence is
in line with an emerging literature on the regressive effects of regula-
tion, which identifies detrimental effects for low-income households
as an important cost of regulatory accumulation.®

In light of this evidence on occupational licensing and on regulation
more generally, additional licensing laws should be considered with
great caution. Empirical research on occupational licensure is mixed,
researchers regularly question the data used in studies, and the neces-
sity of many licensure laws for health and safety has also begun to

be questioned.”® With more than 25 percent of the workforce already
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required to hold a license to perform their jobs, policymakers should
be cautious about expanding this practice to include even more pro-
fessions and workers.

Given high existing levels of occupational licensing in the states, a
move toward greater labor market freedom and general deregula-
tion may be more effective for generating economic growth. Economic
growth will, in turn, increase wage growth for women and minorities.

Most occupational licensure happens through state legislation. This
makes blanket policy recommendations difficult to deliver. We caution
all policymakers against enacting additional licensure laws without
careful study of their impacts. We also suggest that existing licensure
laws be carefully examined to see whether they are necessary for the
health and safety of consumers. Such studies should also consider sec-
ondary effects of regulation.

In the process of considering new regulation or examining existing
laws, policymakers should consider whether a voluntary certifica-
tion program could provide similar benefits to consumers. Voluntary
certification has the potential to provide many of the possible ben-
efits of licensure discussed earlier (especially the benefits related to
overcoming asymmetric information problems and avoiding statis-
tical discrimination) without excluding from the labor market large
segments of workers who cannot meet the educational, monetary, or
time burden involved in obtaining a certificate. On net, voluntary cer-
tification would be more dynamic than licensure and would provide

customers with more choice.

Conclusion

As described in this chapter, the evidence is largely inconclusive regard-
ing the differential effect of regulation on women and minorities and,
more specifically, the differential effect of occupational licensing laws
on those groups. While some recent research seems to find that licens-
ing laws have a positive effect on gender and minority wage gaps, the
difficulty with the existing evidence is that it cannot control for potential
effects of such laws on differential access to labor markets. If occupa-

tional licensing laws disproportionately disincentivize labor market
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participation by women and minorities, the narrowing of gender and
minority earnings gaps comes at the high cost of dis-employment for
such groups.

On the whole, licensure is likely an expensive way to help minori-
ties and women, because it hurts consumers and potential entrants to
licensed professions and increases unemployment, while not neces-
sarily (or only imperfectly) creating the circumstances that promote
wage equality.
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Appendix: Table of Empirical Studies on Occupational
Licensing and Gender or Race

Study

Data

Effect of occupa-
tional licensing on
female workers

Effect of occupa-
tional licensing on
minority workers

Beth Redbird, “The
New Closed Shop?
The Economic and
Structural Effects

of Occupational
Licensure,” American
Sociological Review 82,
no. 3 (2017): 600-624.

1983-2012 Cur-
rent Population
Survey

Licensing increases
female employ-
ment.

Licensing increases
black employment.

Peter Q. Blair and
Brian W. Chung, “Job
Market Signaling
through Occupational
Licensing” (NBER
Working Paper No.
24791, National
Bureau of Economic
Research, Cambridge,
MA, 2019).

Waves 13-16
of Survey of
Income and
Program Par-
ticipation, 2008
panel

There are license
premiums of 13.7%
and 15.9% for
white and black
women, respec-
tively (compared
to a 7.5% license
premium for white
men), which trans-
lates to a reduction
in the wage gap of
between 36% and
40%.

There is a license
premium of 12.5%
for black men
(compared to a
7.5% license premi-
um for white men),
which translates to
a reduction in the
wage gap of 43%.

Peter Q. Blair and Bri-
an W. Chung, “How
Much of a Barrier to
Entry Is Occupational
Licensing?,” British
Journal of Industrial Re-
lations 57, no. 4 (2019):
919-43.

Wave 13 of Sur-
vey of Income
and Program
Participation,
2008 panel; 2015
Current Popula-
tion Survey

There is no statis-
tically detectable
differential effect
on labor supply.

Licensing reduces
the relative labor
supply of white
men by 15.2% and
of black men by
18.9%.

Marc T. Law and
Mindy S. Marks, “Ef-
fects of Occupational
Licensing Laws on
Minorities: Evidence
from the Progressive
Era,” Journal of Law
and Economics 52, no. 2
(2009: 351-66.

1870-1960 Unit-
ed States Census
of Population

Licensing increased
female employ-
ment in engineer-
ing, pharmacy,
plumbing, and
registered nursing.
Licensing reduced
female employ-
ment among
teachers. Licensing
did not have a
significant effect on
female employ-
ment in other
occupations.

Licensing reduced
the employment

of black workers

in barbering and
increased black
employment in
practical nursing.
Licensing had a
positive effect on
black employment
in the medical
profession as well
as teaching. Licens-
ing did not have a
significant effect on
black employment
in other occupa-
tions.
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Study

Data

Effect of occupa-
tional licensing on
female workers

Effect of occupa-
tional licensing on
minority workers

Stuart Dorsey, “The

Occupational Licens-
ing Queue,” Journal of

Human Resources 15,
no. 3 (1980): 424-34.

Applications
for cosmetology
licenses in Mis-
souri (January—
April 1975) and
Tllinois (June
1976)

Blacks, apprentic-
es, less-educated
individuals, and
nonnatives are
more likely to fail
written licensing
exams.

Stuart Dorsey, “Occu-
pational Licensing and

Minorities,” Law and

Human Behavior 7, no.

2/3(1983): 171-81.

Candidates for
cosmetology li-
censes in Illinois
and Missouri
(1976)

Licensing dis-
proportionately
excludes less-edu-
cated and minority
workers.

Maya N. Federman,

David E. Harrington,
and Kathy J. Krynski,

“The Impact of State
Licensing Regula-
tions on Low-Skilled
Immigrants: The
Case of Vietnamese

Manicurists,” American
Economic Review 96, no.

2 (2006): 237-41.

Individual-lev-
el licensing
records from
occupational li-
censing agencies
of 35 states; U.S.
Census Bureau
data for 2000

English proficiency
requirements for
manicurists harm
nonnative workers
(specifically, Viet-
namese workers).

David E. Harrington,

and Jaret Treber, De-

signed to Exclude: How
Interior Design Insiders
Use Government Power

National sample
of Interior
designers based
on U.S. Census
Bureau data for

There are fewer
black and His-
panic interior
designers in states
with regulation

to Exclude Minorities 1990 and 2000 limiting practicing
& Burden Consumers professionals to
(Washington, DC: those with college
Institute for Justice, degrees.

2009).

Joshua D. Angrist Educational Teacher testing

and Jonathan Gury-
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