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Understanding the factors that influence economic decisions and behaviors is fundamental
in economics, especially when analyzing labor markets and discrimination. One pivotal
contribution to this field is Gary Becker’s theory of discrimination, which offers a
comprehensive framework for understanding how individual preferences impact economic
outcomes. A central aspect of Becker's theory revolves around measuring the intensity of
preferences for or against certain groups, such as racial or gender groups, within the
context of employment and market participation.

This article delves into the core concepts of Becker’s theory of discrimination, focusing
specifically on the measures used to quantify the intensity of preferences. We will explore
how Becker conceptualized discrimination, the role of preferences, and the specific
measures he employed to understand and analyze discriminatory behavior in economic
settings.

---

Background and Context of Becker’s Theory of
Discrimination

Before diving into the measures of preferences, it is essential to understand the
foundational principles of Becker’s theory.

Foundational Principles

Gary Becker’s influential 1957 work, The Economics of Discrimination, revolutionized the
way economists analyze discrimination. Traditionally, discrimination was viewed as a
moral or social issue; Becker reframed it as an economic phenomenon driven by individual
preferences. According to Becker:

- Discrimination is rooted in personal preferences—individual tastes or prejudices—that
influence economic decisions.
- These preferences can be either discriminatory (favoring one's own group) or
antagonistic (disfavoring others).
- Such preferences can lead to costly discrimination, where individuals or firms incur
additional costs to avoid or favor certain groups.



Core Assumptions in Becker’s Model

Becker’s model assumes that:

- Individuals derive utility not only from consumption but also from the act of
discriminating or avoiding discrimination.
- Discrimination involves costs or benefits depending on preferences.
- The choice to discriminate or not depends on the intensity of these preferences.

Understanding how the model quantifies these preferences is key to analyzing
discrimination's economic impact.

---

Measuring the Intensity of Preferences in
Becker’s Model

At the heart of Becker’s theory is the question: How does one measure the strength or
intensity of individual preferences for or against particular groups?

Becker approached this by modeling discrimination as a taste-based phenomenon, where
individuals have discriminatory preferences that influence their economic choices. To
analyze these preferences, Becker introduced specific measures rooted in utility functions
and cost considerations.

The Role of Utility Functions

In Becker’s framework, individuals have a utility function that reflects their overall
satisfaction, incorporating:

- Standard consumption goods.
- The disutility or utility associated with discriminating or not discriminating.

The utility function can be represented as:

\[ U = U(C, D) \]

where:

- \( C \) = consumption of goods and services.
- \( D \) = a measure of discriminatory preferences or activities.

The preference intensity is embedded in how much utility increases or decreases with \( D
\).



Measuring Preference Intensity: The Key Concept

Becker proposed that the degree of discrimination can be quantified through the costs
associated with acting in a discriminatory manner versus a non-discriminatory manner.

Two main approaches are used to measure the intensity of preferences:

1. Discrimination Cost Function
2. Discrimination Coefficient (or Preference Parameter)

---

Discrimination Cost Function

The discrimination cost function is central to Becker’s measurement of preference
intensity.

Definition and Purpose

This function captures the additional costs that a discriminator (individual or firm) incurs
when choosing to discriminate against a particular group.

- The higher the costs, the weaker the underlying preference.
- Conversely, lower costs imply stronger preferences for discrimination.

Formulation

Suppose:

- \( C_d \) = the cost of discriminating.
- \( P \) = the preference parameter, representing the intensity of discrimination.

Becker suggested that:

\[ C_d = f(P) \]

where \( f \) is a function that increases with \( P \).

In practical terms, the cost of discrimination can be modeled as:

\[ C_d = \text{Cost of violating non-discriminatory behavior} \]

or



\[ C_d = \text{Extra costs incurred to discriminate} \]

Interpretation:

- When the preference for discrimination is strong (\( P \) is large), the individual is willing
to accept lower costs or even benefit from discriminatory actions.
- When the preference is weak, the individual incurs higher costs to discriminate, or
chooses not to discriminate altogether.

---

Measuring Preference Strength via Cost Differences

By comparing the costs associated with discriminatory versus non-discriminatory actions,
economists can infer the preference intensity.

- Low-cost discrimination signals strong preferences.
- High-cost discrimination indicates weak preferences or costly prejudices.

This approach allows researchers to quantify the motivation behind discriminatory
behavior.

---

The Discrimination Coefficient or Parameter

Another measure Becker proposed is the discrimination coefficient, sometimes denoted as
\( d \), which explicitly captures the preference strength.

Definition

The discrimination coefficient \( d \) is a parameter in the utility or profit functions that
quantifies the degree to which preferences influence decisions.

- It is often incorporated into models of labor market discrimination as a preference
parameter.
- The value of \( d \) indicates the extent of preference or prejudice.

Implementation in Utility Functions

In some models, Becker suggested that utility or profit functions could include a term like:

\[ U = U(C) - d \times \text{Discriminatory Act} \]



or

\[ \pi = \pi_0 - d \times \text{Discriminatory Cost} \]

where:

- \( \pi_0 \) = profit or utility without discrimination.
- \( d \) = the discrimination parameter representing preference intensity.

Higher values of \( d \) indicate a stronger preference for discrimination, whereas lower
values suggest weaker preferences.

---

Empirical Measurement and Estimation

While theoretical measures like the cost function and discrimination coefficient provide
conceptual clarity, empirical estimation is crucial for practical analysis.

Estimating Preference Intensity

Researchers often:

- Use labor market data to estimate the costs or discrimination coefficients.
- Implement regression models where the wage differential or employment probability is
linked to a discrimination parameter.
- Analyze costly discrimination behavior, such as costs of hiring or firing based on group
membership.

Examples of Empirical Approaches

- Wage gap analysis to infer discriminatory preferences.
- Laboratory experiments simulating discriminatory choices.
- Survey data capturing individual attitudes and preferences.

---

Conclusion

Gary Becker’s theory of discrimination emphasizes that preferences—or tastes—play a
central role in discriminatory behavior within economic contexts. To quantify the intensity
of these preferences, Becker introduced measures rooted in cost functions and preference
parameters.



The key measures include:

- The discrimination cost function, which relates the costs incurred to the strength of
discriminatory preferences.
- The discrimination coefficient, a parameter embedded in utility or profit functions
representing the degree of preference.

By analyzing these measures, economists can better understand how deeply individuals or
firms harbor discriminatory preferences, how these preferences influence market
outcomes, and what policy interventions might reduce discrimination.

In essence, Becker’s framework provides a quantitative approach to understanding the
motivation behind discrimination, making it an invaluable tool for both theoretical and
empirical investigations into social and economic biases.

---
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Frequently Asked Questions

What is the primary measure used in Becker's Theory of
Discrimination to assess the intensity of preferences?
Becker's Theory of Discrimination uses the concept of 'disutility' or 'preference intensity'
as a measure, often reflected through wage differentials that indicate the strength of
discriminatory preferences.

How does Becker's model quantify the strength of
discriminatory preferences in labor markets?
The model quantifies the preferences through the 'discrimination coefficient,' which
affects the wage differential between groups, serving as an indicator of the preference
intensity.

In Becker's framework, what role does the wage gap
play in measuring discrimination intensity?
The wage gap between groups is used as a proxy for the intensity of discriminatory
preferences, with larger gaps indicating stronger preferences against certain groups.

Does Becker's Theory of Discrimination use any specific



index or metric to measure preference intensity?
While it does not specify a single index, Becker's model interprets the magnitude of wage
differentials and the associated utility costs as measures of the intensity of discriminatory
preferences.

How can policymakers interpret the measures of
discrimination intensity in Becker's Theory to address
discrimination?
Policymakers can interpret larger wage gaps and higher discrimination coefficients as
signals of stronger discriminatory preferences, guiding interventions to reduce such
preferences and promote equality.

Additional Resources
Becker's Theory of Discrimination: A Deep Dive into Its Measure of Preference Intensity

In the realm of labor economics and social science, Gary Becker’s groundbreaking work on
discrimination stands as a cornerstone that reshaped how we understand biases and
preferences in the marketplace. His 1957 book, The Economics of Discrimination,
introduced a pioneering economic framework that treats discriminatory behavior not
merely as social prejudice but as rational choices influenced by economic incentives.
Central to this framework is the question: What does Becker’s theory use as a measure of
the intensity of preferences? This article explores this question in depth, unpacking the
nuances of Becker’s approach and explaining the mechanisms he proposes to quantify the
strength of discriminatory preferences.

---

Understanding Becker’s Framework of
Discrimination

Before diving into the measure of preference intensity, it’s essential to contextualize
Becker’s theory within its broader economic structure. Becker conceptualizes
discrimination as a form of "taste" or "preference"—an emotional or psychological
bias—that influences individual decision-making in labor and other markets.

The Basic Premise

In Becker’s model, employers, workers, and consumers may harbor preferences that cause
them to favor or disfavour certain groups based on race, gender, or other characteristics.
These preferences can lead to wage differentials and hiring biases that persist even when
there are no differences in productivity.



The Economic Model

Becker models discrimination as a "taste" for discrimination, which manifests as an
additional cost or disutility for employers or workers associated with dealing with
members of certain groups. These tastes influence market outcomes by affecting decisions
such as hiring, firing, and wage negotiations.

---

Measuring Preference Intensity: The Core Inquiry

At the heart of Becker’s theory lies a critical question: How can we quantify the strength
or intensity of these discriminatory preferences? Unlike observable traits such as
productivity, preferences are inherently psychological and subjective. Becker’s innovative
approach provides an indirect but rigorous way to measure these preferences through
economic behavior, primarily via wage differentials.

The Conceptual Challenge

Since preferences are internal and not directly observable, Becker’s method relies on the
observable consequences of these preferences—mainly, differences in wages or
employment levels across groups. The key assumption is that if discrimination exists, it
will manifest as a deviation from what would occur in a non-discriminatory world where
preferences are neutral.

---

Becker’s Measure of Preference Intensity: The
Wage Differential Approach

The primary measure Becker employs for the intensity of discriminatory preferences is the
wage differential—the difference in wages between groups that cannot be explained solely
by productivity differences. This differential serves as a proxy for the strength of
discriminatory tastes.

How Wage Differentials Reflect Preference Intensity

In Becker’s framework, if employers or workers have a taste for discrimination, they will
demand or accept wages that compensate for their biases. The larger the wage gap that
cannot be justified by productivity or market conditions, the stronger the underlying
discriminatory preferences.

Key points:

- Unexplained Wage Gap: Wage differences that persist even after controlling for
productivity, education, experience, and other relevant factors suggest the influence of



discriminatory preferences.
- Compensating Differential: The wage differential acts as a "compensating differential,"
where workers or employers are compensated for their bias or prejudice.
- Indicator of Preference Strength: The size of this differential indicates how intense these
preferences are; larger gaps imply stronger biases.

Theoretical Underpinning

Becker’s model assumes that in a perfectly competitive market with no discrimination,
wages should reflect productivity. Deviations from this ideal—specifically, persistent wage
gaps—are interpreted as evidence of discrimination. The greater the gap, the more
substantial the discriminatory preferences.

---

Quantifying the Preference Intensity: Formal
Framework

While the wage differential provides a qualitative measure, Becker’s model links it
quantitatively to the cost or disutility associated with discriminatory preferences.

The Discriminatory Cost Parameter

Becker introduces a discrimination coefficient (often denoted as d), which encapsulates
the intensity of preferences. This coefficient represents the additional cost that an
employer incurs when hiring or paying members of a discriminated group.

Mathematically:

- The discrimination coefficient (d) reflects how much more (or less) an employer is willing
to pay or accept for a member of a particular group due to discriminatory preferences.
- The wage paid to a member of the discriminated group becomes:

\[
w_{discriminated} = w_{non-discriminated} - d
\]

where:

- \( w_{discriminated} \) is the wage of the discriminated group,
- \( w_{non-discriminated} \) is the wage that would prevail in a non-discriminatory
scenario,
- \( d \) is the discrimination coefficient, measuring preference intensity.

Deriving the Discrimination Coefficient

The discrimination coefficient can be inferred from empirical wage data:



1. Estimate wages for different groups controlling for productivity-related variables.
2. Identify unexplained wage gaps—the residual differences after accounting for
productivity.
3. Quantify the cost associated with these gaps, which becomes the d value.

This process essentially measures how much "extra" employers are willing to pay or
accept to indulge their preferences, with larger values indicating more intense
discriminatory tastes.

---

Implications and Limitations of Becker’s Measure

While Becker’s approach provides a robust theoretical and empirical framework, it is not
without limitations and interpretative challenges.

Strengths

- Indirect Measurement: By using observable wages and employment data, Becker’s
method circumvents the impossibility of directly measuring psychological preferences.
- Quantitative Analysis: The discrimination coefficient allows for comparisons across
contexts and groups.
- Policy Insights: Understanding the magnitude of discriminatory preferences can inform
anti-discrimination policies and interventions.

Limitations and Challenges

- Confounding Factors: Wage gaps may also result from unmeasured differences in skills,
experience, or other factors not fully controlled.
- Assumption of Rationality: The model assumes rational actors responding to economic
incentives, which may oversimplify actual social and psychological nuances.
- Dynamic Preferences: Preferences may evolve over time, and static measurements may
not capture this variability.
- Market Imperfections: Market power, monopsony, or institutional barriers can distort
wages independently of preferences.

Empirical Applications

Researchers applying Becker’s framework often use regression analysis to estimate the
wage differential attributable to discrimination. The resulting discrimination coefficient
then serves as a proxy for the intensity of discriminatory preferences within a specific
context.

---



Conclusion: The Significance of Wage
Differentials as a Measure

In sum, Becker’s theory of discrimination uses wage differentials—specifically, the size of
unexplained wage gaps—as the primary measure of the intensity of preferences. This
approach hinges on the logical premise that stronger discriminatory tastes will manifest as
larger deviations from an unbiased, productivity-based wage structure.

The discrimination coefficient derived from empirical data offers a quantitative measure,
enabling economists and policymakers to assess the extent of biases within markets. While
it is an indirect measure subject to certain limitations, it remains a powerful tool for
understanding the economic impact of discrimination and the strength of individual or
institutional preferences for or against certain groups.

In essence, Becker’s elegant linkage of psychological preferences to observable economic
behavior provides a foundational methodology for measuring the
intangible—discriminatory preferences—through tangible wage data. It underscores the
profound insight that biases, though internal and psychological, have measurable and
consequential footprints in market outcomes.

---

Final thoughts: Understanding the measure of preference intensity in Becker’s theory not
only enriches our grasp of economic discrimination but also underscores the importance of
empirical analysis in revealing the often-invisible biases that shape our society. As ongoing
research refines these measures, the core principle remains: observable wage differentials
serve as the window into the otherwise hidden depths of discriminatory preferences.
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