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Spring 2017 
                                                                                     Frank A. Sloan 

Economics of Wages and Employment: Economics 433 
 

Course Description  
  

Economics 433 provides a comprehensive overview of topics related to workings 
of labor markets. This course carries credit for research (R), social studies (SS), 
quantitative studies (QS), writing (W), and ethical inquiry. Courses coded R are to help 
students learn ways in which new knowledge is created, organized, accessed, and 
synthesized. You will gain such knowledge by reading and discussing original research 
articles for top-ranked economics journals. Courses coded EI are to encourage students to 
assess individual and societal consequences of public and personal decision-making. This 
course takes a societal perspective on such issues as discrimination, income and wealth 
inequality, and public policies aimed to decrease inequality such as those pertaining to 
schooling and the minimum wage.   

 
Labor economics is a field in applied microeconomics. It draws on basic 

microeconomic concepts that I assume that students have had. It also assumes some 
knowledge of statistics and econometrics, even though I will provide some help with this 
in class.  You will learn more about how quantitative method are used in practice.  
 

The course has several objectives. The first is to sharpen your skills in 
microeconomics and in empirical analysis. Second, the course will improve your 
understanding about how economic analysis is used to help in understanding important 
public policy issues. The analysis contained in the course has many public policy 
implications. You will see the broad range of important public policy issues that labor 
economics encompasses. Many of these issues are well publicized by the media, but often 
without the analytic tools that economics provides. The most recent election is a case in 
point. The selection of readings for the course have been influenced by the most recent 
election. We will cover such issues as effects of the minimum wage, growing income and 
wealth inequality, immigration, and provision of maternity leave. Informed public policy 
making relies on empirical evidence, frequently coupled with ethical judgments. 
Hopefully, the material taken as a whole will encourage at least some of you to pursue 
related work in economics and an honors thesis. Third, for students planning on entering 
careers in business, the course offers practical analysis that employers can use in setting 
personnel policies for their organizations. Even if you are not planning to work in a 
human resources department, plausibly for the majority of those planning to enter a 
business career, labor is an important input in virtually any production process, making it 
is important to gain an understanding of the personnel issues with which firms deal.  
Fourth, the course aims to help improve students’ skills in speaking and writing. You will 
be giving presentations on some assigned journal articles and you will write a term paper.  

 
 Both a textbook and readings from economics journals are assigned and are 
required reading. I plan to cover the entire textbook. (I have tried to teach without a text 
in the past, but this did not work well.) George Borjas, the author, is a well-known labor 
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economist who currently specializes in migration issues. I am assigning the sixth edition. 
For Duke students, reading a textbook provides a framework and the basics of the 
empirical evidence. It is important that our students read some empirical texts in the 
original.   

 
I have also assigned readings, which are listed below. I will start a class about 

once a week with a short test (10 minutes in length). The main purpose of testing is to be 
sure that you have done the reading before class and have an understanding of the 
fundamentals. An important function of the student presentations is to allow students to 
describe the issues rather than hear everything according to the professor’s interpretation.  
 
 
Tests and Grading  
 
 There will be one mid-term and a final examination. The final will focus on 
material covered since the mid term and on issues not covered by the mid-term exam. 
You will be responsible for more material for the tests than I can possibly ask you about 
in the time allotted for the test. The questions will be essay questions.  

 
The weights given to the above in determining the final grade are:  

  
 
Mid-term                                 16%  
Final exam                              32 
Paper                                       20     
Short tests                                12 
Class presentations                  10 
Class participation                   10  
                                               100% 
       
 The grade on class participation is based on student participation in class. Having 
taught many students over the years, I do not grade on a curve.   
 
Outline and Readings: 
 

I. Introduction to Labor Economics 
II. Labor Supply 

a. Bailey, M. J. "More power to the pill: The impact of contraceptive 
freedom on women's life cycle labor supply." Quarterly Journal of 
Economics 121, no. 1 (2006): 289-320. 

III. Labor Demand 
a. Card, D., and A. B. Krueger. "Minimum wages and employment: A case 

study of the fast food industry in New Jersey and Pennsylvania." 
American Economic Review 84, no. 4 (1994): 772-793. 

b. Neumark, David, and Ena Nizalova. "Minimum wage effects in the longer 
run." Journal of Human Resources 42, no. 2 (2007): 435-452. 
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c. Autor, D.H., A. Manning, and C.L. Smith, “The contribution of the 
minimum wage to US wage inequality over three decades: A 
reassessment:” American Economic Journal: Applied Economics 8, no. 1 
(2016): 58-99.  

d. MaCurdy, T., “How effective is the minimum wage at supporting the 
poor?” Journal of Political Economy 123, no. 2 (2015): 497-545. 

IV. Labor Market Equilibrium 
a. Bayer, P., S. L. Ross, and G. Topa. "Place of work and place of residence: 

Informal hiring networks and labor market outcomes." Journal of Political 
Economy 116, no. 6 (2008): 1151-1220. 

V. Compensating Wage Differentials 
a. Viscusi, W. K., and J. E. Aldy. "The value of a statistical life: A critical 

review of market estimates throughout the world." Journal of Risk and 
Uncertainty 27, no. 1 (2003): 5-76. 

b. Olson, Craig A. "Do workers accept lower wages in exchange for health 
benefits?" Journal of Labor Economics 20, no. S2 (2002): S91-S114. 

c. Carneiro, P., K.V. Loken, and K.G., Salvanes, “A flying start? Maternity 
leave benefits and long-run outcomes of children.” 123, no. 2, Journal of 
Political Economy 123, no.. 2 (2015): 365-412.  

VI. Human Capital 
a. Jensen, Robert. "The (perceived) returns to education and the demand for 

schooling." Quarterly Journal of Economics 125, no. 2 (2010): 515-548. 
b. Deming, David J. "Better schools, less crime?" Quarterly Journal of 

Economics 126, no. 4 (2011): 2063-2115. 
c. Philippon, Thomas, and Ariell Reshef. "Wages and Human Capital in the 

US Finance Industry: 1909–2006*." Quarterly Journal of Economics 127, 
no. 4 (2012): 1551-1609. 

d. Chetty, R., N. Hendren, and L.F. Katz, “The effects of exposure to better 
neighborhoods on children: New evidence from the Moving to 
Opportunity Experiment,” American Economic Review 106, no. 4 (2016): 
855-902.   

VII. Wage Structure 
a. Piketty, T., and E. Saez. "Income inequality in the United States, 1913-

1998." Quarterly Journal of Economics 118, no. 1 (2003): 1-39. 
b. Alveredo, F., A.B. Atkinson, T. Piketty, and E. Saez, “The top 1 percent in 

international and historical perspective,”  Journal of Economic 
Perspectives 27, no. 3 (2013): 3-20.   

c. Chetty, R., N. Hendren, P. Kline, E. Saez, and N. Turner. “Is the United 
States Still a land of opportunity? Recent trends in intergenerational 
mobility.” American Economic Review 104, no. 5 (2014): 141-147.  

d. Hausman, J. A., and G. K. Leonard. "Superstars in the National Basketball 
Association: Economic value and policy." Journal of Labor Economics 
15, no. 4 (1997): 586-624. 

VIII. Labor Mobility 
a. Card, D. "The impact of the Mariel Boatlift in the Miami labor-market." 

Industrial and Labor Relations Review 43, no. 2 (1990): 245-257. 
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b. Borjas, G. J. "The labor demand curve is downward sloping: Reexamining 
the impact of immigration on the labor market." Quarterly Journal of 
Economics 118, no. 4 (2003): 1335-1374. 

c. Cadena, B. C. and B.K. Kovak, “Immigrants equilibrate local labor 
markets: Evidence from the Great Recession.” American Economic 
Journal: Applied Economics 8 no. 1 (2016): 257-290.   

d. Moser, P., A. Voena, and F. Waldinger, “German Jewish emigres and US 
invention.” American Economic Review 104, no. 10 (2014): 3222-3255.  

IX. Labor Market Discrimination 
a. Black, D., A. Haviland, S. Sanders, and L. Taylor. "Why do minority men 

earn less? A study of wage differentials among the highly educated." 
Review of Economics and Statistics 88, no. 2 (2006): 300-313. 

b. Bertrand, Marianne, and Sendhil Mullainathan. "Are Emily and Greg 
more employable than Lakisha and Jamal? A field experiment on labor 
market discrimination."  American Economic Review 94, no. 4 (2004): 
991-1013. 

c. Card, David, Alexandre Mas, and Jesse Rothstein. "Tipping and the 
dynamics of segregation." Quarterly Journal of Economics 123, no. 1 
(2008): 177-218. 

d. Charles, Kerwin Kofi, and Jonathan Guryan. "Prejudice and wages: An 
empirical assessment of Becker’s The economics of discrimination." 
Journal of Political Economy 116, no. 5 (2008): 773-809. 

e. Cutler, David M, and Edward L Glaeser. "Are ghettos good or bad?" The 
Quarterly Journal of Economics 112, no. 3 (1997): 827-872. 

f. McCrary, Justin. "The effect of court-ordered hiring quotas on the 
composition and quality of police." American Economic Review  (2007): 
318-353. 

g. Price, Joseph, and Justin Wolfers. "Racial discrimination among NBA 
referees." Quarterly Journal of Economics 125, no. 4 (2010): 1859-1887. 

X. Labor Unions 
a. Mas, Alexandre. "Pay, reference points, and police performance." 

Quarterly Journal of Economics 121, no. 3 (2006): 783-821. 
XI. Incentive Pay 

a. Bertrand, Marianne, and Sendhil Mullainathan. "Are CEOs rewarded for 
luck? The ones without principals are." Quarterly Journal of Economics 
116, no. 3 (2001): 901-932. 

b. Muralidharan, Karthik, and Venkatesh Sundararaman. "Teacher 
performance pay: Experimental evidence from India." Journal of Political 
Economy 119, no. 1 (2011): 39-77. 

c. Golden, B, and F Sloan. "Physician pay for performance: Alternative 
perspectives." Incentives and Choice in Health Care (2008): 289-318.  

XII. Unemployment 
a. Ruhm, Christopher J. “Recessions, healthy no more?” Journal of Health 

Economics 42 (2015): 17-28.  
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b. Sullivan, Daniel, and Till Von Wachter. "Job displacement and mortality: 
An analysis using administrative data." Quarterly Journal of Economics 
124, no. 3 (2009): 1265-1306. 

 
 
 
 
 
Schedule of Topics and Exams  
 
January 11: Introduction to Labor Economics and Topics in Labor Supply   
January 16:  No Class Martin Luther King day  
January 18:  Topics in Labor Supply  
January 23: Labor Demand   
January 25: Labor Demand   
January 30: Labor Market Equilibrium   
February 1: Labor Market Equilibrium   
February 6: Compensating Wage Differentials   
February 8: Compensating Wage Differentials   
February 13: Human Capital     
February 15: Human Capital  
February 20: Mid-Term Exam  
February 22: Wage Structure  
February 24: Wage Structure     
February 27: Wage Structure  
March 1: Labor Mobility  
March 6: Labor Mobility  
March 8: Labor Market Discrimination   
March 13: No class, Spring break  
March 15: No class, Spring break  
March 20: Labor Market Discrimination   
March 22: Labor Market Discrimination   
March 27: Labor Market Discrimination 
March 29: Labor Market Discriminaiton  
April 3: Labor Unions  
April 5: Labor Unions  
April 10: Labor Unions 
April 12: Incentive Pay  
April 17::Incentive Pay  
April 24: Unemployment 
April 26: Unemployment 
May 3:  Final Exam, 2-5 pm 
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Schedule for Term Paper (Turn in your work by 9 pm on the dates indicated):  
 
January 25: Topic selected (one page writeup)   
February 6: List of potential references (20+ largely from economics journals)  
February 27: Preliminary literature review (8-10 pages exclusive of tables, figures, 
references)  
April 5: Draft of full paper (about 20 pages exclusive of tables, figures, references)  
April 24: Final paper (about 20 pages exclusive of tables, figures, references—a guide, 
not an absolute page limit)  
I will automatically subtract 5 points for each 24-hour period for which an assignment is 
late.  Percent of paper grade: Topic selection (10%); List of references (10%), 
Preliminary literature review (20%), Draft (30%), Final paper (30%).  
 
 I will provide you with a list of suggested paper topics. These are only 
suggestions. I only ask that the term paper fit under one of the 11 headings above 
(excluding I, which is the Introduction). You may cite up to two papers on the reading 
list.  


