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Gender and Racial Inequality in Compensation

	America has taken great strides in improving the lives of the women and minorities living in this country. We have come a long way from the days of slavery, from times when women couldn’t vote, from the days of extreme discrimination and segregation. Even so, there still remains a lot of inequality in our society. To say that there is no racism or discrimination in America today is both delusional and naïve. The workplace is no stranger to discrimination. In the past and still today, women and minorities have had trouble landing jobs that white males normally hold. Even more so, they struggle to get paid the same amount as white men for  doing the same work. I am not here to debate the morality of the issue. Unequal compensation in the workplace is wrong and shouldn’t exist. The real issue is what is the best means of ensuring that people are paid fairly? Is it the government’s responsibility to step in and right the situation or can the market fix the problem? While it is wishful thinking to believe that there are economic principles that will force business into paying their workers equally, it is in the best interests of our society if the government steps forces businesses to do so. I believe that the government should have a very limited role in business affairs, however the fact of the matter is that there are certain situations where paternalism is the best solution for the betterment of our society.
	In order to accurately analyze the policy issues that arise from unequal compensation in the workplace, it is important to get a good grasp of the situation. Income inequality has been around for long time and is a result of the remains of an era when women and minorities were not equal in many areas to white men. Women have traditionally been the homemakers while the men went to work to provide for the family. In the 1960s, a cultural revolution took place where women became more independent and sought out education and careers of their own that were traditionally held by men. At the same, African Americans were making strides towards less discrimination in schools and public places. The advancement of these groups of people has been a slow and steady process. Take for example the progression of civil rights after the slaves were freed. Even though they were “technically” free after the Emancipation Proclamation, African Americans still had trouble finding ways to vote and were still not allowed many of the privileges that white people had, such as the ability to use the same schools or restaurants. Once society moved to fix those problems, more were left untouched, including unequal pay at work. Steps need to be taken in order to eliminate unfair compensation just as the barriers of segregation were torn down in our schools and public places. 
	According to an AFL-CIO joint study with the Institute for Women's Policy Research (IWPR), $200 billion of income is lost in the wage gap between men and women. Married women have income gap differences to comparable men of almost 17% and single women have a gap of 13%. (Equal pay) It is important to note that these women are equal in all respects with their education and abilities to complete the job. There are similar gaps in compensation between blacks and whites of equal abilities. 
Income inequality is something that needs to be taken care of, but the issue is how we should go about doing it. As a libertarian it is difficult to admit this, but I believe the best solution is to have the government step in and regulate business to ensure that fair payment is made. One reason that the government needs to regulate this issue is that people often ignore a wrongdoing unless they know there is a consequence. If there is no punishment for paying people unequally, and a business owner is not of the highest moral standards, there is no reason why he or she wouldn’t do so. In fact, if a business is operating at a certain production with inherent employee costs, raising the wages of those minority groups may cause the production of the company to go down or for additional workers to be laid off.  The government already has a law in place which tries enforce fair compensation. This is the first paragraph of the Equal Pay Act of 1963:

“No employer having employees subject to any provisions of this section shall discriminate, within any establishment in which such employees are employed, between employees on the basis of sex by paying wages to employees in such establishment at a rate less than the rate at which he pays wages to employees of the opposite sex in such establishment for equal work on jobs the performance of which requires equal skill, effort, and responsibility, and which are performed under similar working conditions, except where such payment is made pursuant to (i) a seniority system; (ii) a merit system; (iii) a system which measures earnings by quantity or quality of production; or (iv) a differential based on any other factor other than sex: Provided, That an employer who is paying a wage rate differential in violation of this subsection shall not, in order to comply with the provisions of this subsection, reduce the wage rate of any employee.” (The Equal Pay Act)

The problem is that the language in the bill allows for employers to bend around the law. It is difficult to prove that two people have been doing the exact same work with the exact same qualifications and are under the same working conditions.
	The issue of what to do about equal pay is a great example of a common debate about paternalism. Paternalism is very important to the efficient running of a society. If the government did not enforce the payment of taxes, no one on their own would just give their money up, and as a result there would be no army or hospitals or public schools. At the same time, paternalism can be hazardous in that it imposes decisions on people that many might not view as favorable to their own well being. I think that the government should only take a role in business issues when the markets cannot correct for the problems that arise. If there is no punishment for payment discrimination, then there is a sense of moral hazard in that if businesses go unchecked they will tend to continue to not pay similar employees for equal work. These disparities in the payment between workers can go on for years without anyone saying a word because it has been hard to enforce business to pay equally. Recently, Lilly Ledbetter, a woman who worked for Goodyear for 19 years and was paid $6,000 less than her male counterparts, was denied by the U.S supreme court repayment for gender discrimination because she didn’t file the complaint within 180 days of the issue. “Filing deadline protects employers from the burden of defending claims arising from employment decisions long past” said Justice Samuel Alito (Day). Why should we forget the wrongdoings of the past? Employers shouldn’t be given a free pass just because what they did wrong was long ago. A crime is a crime no matter when it was committed. Luckily, President Obama recently signed the Lilly Ledbetter Fair Pay Restoration Act, which allows employees to file complaints after 180 days. This is a step in the right direction for closing the gap in the income disparity that minorities face. Without the government stepping in, the thousands of other Lilly Ledbetters out there would not have a chance to even be considered for reparations for past discriminatory acts in the workplace. While on a personal level, business owners who discriminate in employee compensation may find it favorable to continue to do so, the majority of people would agree that if someone were to step in and impose equal pay laws it would benefit the most people. 
	A savvy libertarian might argue that the government is not needed to enforce such laws. An argument can be made that the markets will drive the businesses out who discriminate. The media plays a role in propagating stories which in turn will motivate people to stray away from interacting with the business. Thus, the business will actually lose more money by not paying their female and minority employees fairly through losses in production and sales. While this all seems fine and dandy, the most important factor that this theory hinges on is that people will stop doing business with the companies in question. There are businesses out there with a terrible reputation of social injustices that still do (extremely) well in their markets. Take Wal-Mart and Nike for example. There have been plenty of news stories and information leaked about how these companies have exploited Asian countries in order to provide goods at lower prices than their competition. And what are the repercussions for this? Wal-Mart is the second largest cooperation in the USA and Nike leads its competitors in sales in most of its endeavors. When it comes down to it, people in America think with their wallets. They are willing to push off some of the moral downfalls of these companies in order to save money, especially in these tough economic times. The market simply cannot be relied on to fix certain problems in our society. It is the government’s responsibility to identify situations where we are stuck in a cycle of non-progression and break us free from it.
	There is no place in our country for unfair payment for people based on race or gender. The question is how do we address this issue in the correct way. It is clear to see that without laws and regulation from the government, businesses will not change their ways. Without the fear of punishment, business owners can continue to discriminate in the workplace. The current system leaves too much room for businesses to get away with these wrongdoings as well as too many obstacles in the way of people trying to reclaim their wages. The government must step in and make changes especially when dealing with discrimination and racism, regardless of whether it is in the workplace, in schools, or the public. Paternalism is necessary for the betterment of our society. The Obama administration has already taken a step in the right direction by passing the Lilly Ledbetter Fair Pay Restoration Act, but it must continue to push forward with more pieces of legislation and possibly more government agencies that enforce fair pay and punishes businesses who continue to compensate employees unfairly due to race or gender.







Abstract:

When trying to address the issue of unequal pay to women and minorities in the workplace, I believe that the best course of action is for the government to step in and enforce equality of compensation. The markets do not have the power to correct all issues and it is of my opinion that discrimination can be left unchecked by the public. Paternalism has its positives and negatives, but in this case the government is truelly needed to make sure that businesses are paying their employees the same for the same quality of work.
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