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Unit: Economics of Diversity  Lesson Title: The Economics of
& Discrimination Diversity & The Economics of
Gender Disparities

What can we learn about diversity and discrimination from economic
research?

Fundamentals Steps #1-5 1.5 Class Periods

Context

This lesson invites students to explore diversity, discrimination, and gender disparities
through the lens of economic reasoning. Students will examine how economists evaluate
the impact of such issues on market efficiency and resource allocation. The lesson will
begin with a reading about Gary Becker’s framework which treats discrimination as a
market distortion that reduces economic efficiency. This approach offers students a
structured, analytical way to discuss these complex and often controversial topics.
Building on this foundation, students will analyze the gender wage gap and the
motherhood penalty, learning how societal norms, life events, and policy choices shape
women’s career outcomes. By connecting these ideas, students will gain a deeper
understanding of how inclusive practices and gender equity are not only socially important
but economically significant.

= Teacher note: You could separate diversity and gender discrimination if you only
' wanted to teach these separately or only focus on one of these videos.

Lesson Outcomes
By the end of the lesson, students will be able to:
1. Define and differentiate diversity, equity, and inclusion, and identify examples of
each in real-world settings.
2. Describe the framework economists use to evaluate the impact of discriminatory
actions and diversity efforts.
3. Analyze the gender wage gap, including the role of household specialization, labor
market attachment, and the motherhood penalty.
4. Evaluate the impact of societal expectations and workplace policies on women’s
labor force participation and career advancement.

@ The Videos
Two E4E videos are integrated into this lesson plan.
1. Core Video: The Economics of Diversity
2. Core Video: The Economics of Gender Disparities

O Classroom Activities
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1. News Analysis: Why Working Mothers Are Leaving the Workforce
2. Case Study: The Motherhood Penalty

STEP #1 An Economic Framework for Discussing Diversity and
Discrimination (15 minutes)

2 Teacher Tip:

' Diversity, Equity and Inclusion (DEI) policies and practices, both in public
institutions and private firms, have become very common over the past few decades. They
have received praise and attracted controversy. Economists study these practices to
observe theirimpact on social preference and economic efficiency, which will be
discussed further by Professor List in the Core Video. The following reading introduces
students to the framework economics provides to help discuss, analyze and evaluate
discriminatory practices and the diversity programs that are intended to address them.
The high school sports analogy helps students see the economic lens in action. For your
own further reading consider reviewing this article from the Chicago Booth Review by Kevin
M. Murphy (How Gary Becker Saw the Scourge of Discrimination) on Gary Becker’s
groundbreaking analysis of the impact of discriminatory hiring practices.

Discrimination, Diversity and Economic Reasoning

Read the following overview and discuss the questions that follow before watching the
video.

Diversity, Equity, and Inclusion (DEI) programs are often created in response to evidence
of discrimination. The goals of such programs are to foster fair treatment, full
participation, and a sense of belonging for all individuals, especially those from groups
historically underrepresented or marginalized due to identity, background, or ability. The
implementation of such programs can be controversial. Economists use a lens based on
economic reasoning to evaluate discriminatory actions and diversity efforts.

In the 1950s, economist Gary Becker looked at discrimination through the lens of
economics. Becker framed the issue as a market problem defined by actions that impact
the economic goal of efficiency. He believed that discrimination isn’t just a social issue—
it affects how efficiently the economy works. Becker argued that if a business wants to
make the most profit, it should hire the best workers based on skill and productivity, not
personal preferences like race or gender. But when businesses choose workers based on
bias—Ilike refusing to hire someone because of their race—they often end up paying higher
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wages in some situations or getting less productive workers in others. This leads to a waste
of resources. Becker showed that discrimination hurts both the people being
discriminated against and the businesses doing the discriminating. In economic terms, it
makes the whole system less efficient.

A simple analogy helps reveal the idea of how diversity may or may not be a benefitto a
given group. The goal of diversity might be beneficial in some situations but not in others.
The framework based on economic reasoning described above gives us a way to evaluate
efforts intended to reduce discrimination that are not entrenched in strong opinions based
on feelings and experience.

Consider the following analogy using different levels of a high school girls’ volleyball
program. The following chart contains some data about the two teams:

Team Level Average Mode Height | Range of Average Roster by Jump serve
Roster Height player Vertical year avg speed
heights jump
. 7 seniors
Varsity - 12 o
. 57 5’8” 5’6" to6’1” 4 juniors
girls 24” 46 mph
1 sophomore
Junior 2 juniors
Varsity- 15 5'4” 5’6" 9 sophomores
. 5°1”t05’10” | 18” 29 mph
girls 4 freshmen

Answer questions based on the information above:
1. How might the varsity team’s choice of players reflect economic efficiency?

2. Doyou think the junior varsity team’s approach is less efficient or just focused on a
different goal? Explain.

3. Isitfairto say the varsity team is discriminating? Why or why not, based on Becker’s
definition?

By reviewing the information about the two different levels of teams, one notices some
trends. The Varsity team has fewer players, is overall taller, older, can jump higher and can
serve the ball faster than the Junior Varsity team. In terms of height and age, it can be
stated that the Varsity team is less diverse. One could also argue that the varsity coaches
are discriminating against girls who are younger and less tall. Further, some people might
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argue that the coaches are not being fair because they are preventing a greater variety of
athletes make the team.

By using Gary Becker’s market framework, it could also be argued that the coaches are
trying to allocate resources (players) to ensure the team is efficient (efficiency in this case
would be measured by the opportunity to win as many games as possible). Fairness is less
of a concern for the varsity team in this case. The junior varsity team is less concerned
about efficiency (wins), though that does not mean wins are unimportant. The junior varsity
team is open to more diversity in terms of height and age because their goal is to give
players time to learn and improve to be next year’s varsity starters.

Diversity can improve efficiency in some cases, but not always. Both of the teams
described above are focused on different goals. The varsity squad is set up to try and get
the most wins possible- its goal of efficiency means it has a less diverse team in terms of
age and height. The junior varsity squad has a larger roster and is more diverse in terms of
height because of the long-term goal of player development. Through economic reasoning,
you can explore how decisions about fairness and performance relate to economic goals
like equity, growth and efficiency.

Discussion Questions:
4. According to Gary Becker, how does discrimination affect a business’s ability to be efficient
or profitable?

5. How does the volleyball team analogy help explain Becker’s idea about resource allocation
and efficiency?

6. Canyou think of a real-world example where discrimination might lead to a less efficient
outcome in a business or organization? What about a more efficient outcome? Explain.

7. How might diversity increase or decrease efficiency in some situations? Can you give an
example?

8. Describe how economic reasoning is used to evaluate efforts at diversity and the impact of
discrimination.

Teacher Key

1. How might the varsity team’s selection choice of players reflect economic
efficiency?
The varsity team selects players who are taller, older, and more skilled to maximize
performance and win games—similar to how firms aim to use the most productive
resources to increase efficiency.

=)o
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2.

Do you think the junior varsity team’s approach is less efficient or just focused on a
different goal? Explain.

It’s focused on a different goal—developing players for future varsity roles. Efficiency
here means maximizing learning and growth, not winning games.

Is it fair to say the varsity team is discriminating? Why or why not, based on Becker’s
definition?

Not necessarily. If selection is based on performance-related traits (like height or skill), it
reflects efficiency. If selection is based on bias unrelated to performance, then it would
be considered discrimination under Becker’s framework.

According to Gary Becker, how does discrimination affect a business’s ability to be
efficient or profitable?

Discrimination leads businesses to overlook some qualified workers due to other
reasons (race and gender are potential examples), which can increase costs and reduce
productivity—making the business less efficient and less profitable.

How does the volleyball team analogy help explain Becker’s idea about resource
allocation and efficiency?

It shows how selecting players based on performance (like height or jump ability) can
lead to better outcomes, similar to how firms allocate labor to maximize efficiency.

Can you think of a real-world example where discrimination might lead to a less
efficient outcome in a business or organization? What about a more efficient
outcome? Explain.

Less efficient: A company refusing to hire women for leadership roles despite
qualifications may miss out on talent.

More efficient: A diverse team with varied perspectives may solve problems more
creatively, improving outcomes.

How might diversity increase or decrease efficiency in some situations? Can you
give an example?

Increase: Diverse teams may bring broader ideas and better decision-making.
Decrease: If diversity leads to communication challenges or conflict without proper
support, efficiency might suffer. If diversity programs choose less efficient workers over
more efficient workers to accomplish the goal of diversity over efficiency, then the firm
will be negatively impacted.

Describe how economic reasoning is used to evaluate efforts at diversity and the
impact of discrimination.

Economic reasoning looks at how discrimination and diversity affect resource allocation
and efficiency. Economists like Gary Becker argue that discrimination leads to less
productive outcomes by ignoring talent and increasing costs. Diversity efforts can
improve efficiency when they help organizations use resources—like labor—more
effectively. But, some instances, promoting diversity goals might undermine efficiency,
as in the case of the volleyball team.
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STEP #2 Watch The Economics of Diversity Video &
Answer Comprehension Questions (12 minutes)

The Economics of Diversity
@ In this video, Professor John List highlights how economics can address diversity,
equity, and inclusiveness (DEI) by exploring its impact on firms and issues like the gender
pay gap. He explains that firms value DEI for two main economic reasons: social
preferences, which emphasize fairness, and economic efficiency, where diverse
workplaces improve innovation, adaptability, and survival—much like ecosystem
resilience in biology, where diversity builds strength against disruption. Professor List also
analyzes the gender pay gap, noting key reasons such as differences in education, labor
market attachment, discrimination, and preferences for competitive environments.

‘!& Video Comprehension Questions
[ )

1. How can diversity improve a company’s ability to survive and adapt to change?
a. Byreducing the number of employees needed
b. Byincreasing competition between workers
c. Bybringing in a wider range of traits and perspectives that help the company
respond to challenges
d. By ensuring all employees have the same background

2. What do economists believe are the economic benefits of DEIl programs?
a. DEl canimprove innovation, reduce costs, and increase firm resilience
b. DEIl programs are required by law in all industries
c. DEl helps companies avoid paying higher taxes
d. DEl guarantees equal pay for all employees

Answer Key:1)C, 2) A

STEP #3 Opening Activity: Why are Working Moms Leaving the
Workforce
News Analysis & Personal Reflection (15min)

.i, Teachers: Print out or ask students to read the “The New American Workplace
Crisis: Return-to-office mandates lead to a working mom exodus” on the Time
website (August 4, 2025)

I THE UNIVERSITY OF CHICAGO
E m ECONOMICS
mm FOR EVERYONE



https://econ4everyone.uchicago.edu/video/the-economics-of-diversity/?siblings=%5b1742,1744,1746%5d&syllabus_id=7&unit_id=discrimination-diversity
https://fortune.com/2025/08/11/working-moms-leave-american-workforce-return-to-office/
https://fortune.com/2025/08/11/working-moms-leave-american-workforce-return-to-office/

Economics for Everyone Unit: The Economics of Diversity & Discrimination
Lesson 2 of 2: The Economics of Diversity & The Economics of Gender Disparities

Project these key ideas for the class:

“Return-to-office requirements have pushed many [women] out, with CEOs openly
acknowledging greater losses of female talent.”

“Mothers working remotely often face the ‘motherhood penalty’—less pay, fewer
raises, and limited promotion prospects.”

“Labor force participation of mothers with young children dropped from 69.7% to
66.9% between January and June 2025.”

“Social media movements like #tradwife encourage women to prioritize home and
children, amplified by calls from political leaders for more parents to stay home.”

Discussion Questions

1.
2.

What data points that stood out to you in the article?

What are some reasons the article gives for why working mothers are leaving the
workforce in 20257?

How do return-to-office policies affect women differently than men?

What role do childcare costs and social expectations play in shaping women's
career decisions?

What are the long-term economic consequences for women who leave the
workforce or reduce their working hours?

How might companies or governments respond to these trends to support working
mothers and reduce gender disparities?

Y

workforce in 2025?

How do return-to-office policies affect women differently than men?

Teacher Discussion Guide

What are some reasons the article gives for why working mothers are leaving the

Return-to-office mandates have eliminated flexibility that previously supported working
mothers.

Mothers face logistical and financial challenges without remote work options.

Many are forced to quit due to lack of childcare and rigid schedules.

Women, especially mothers, are more likely to need flexible schedules to manage caregiving
responsibilities.

These policies disproportionately push women out of the workforce, while men are less
affected.

Female talent loss is acknowledged by CEOs, with productivity suffering as a result.
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What role do childcare costs and social expectations play in shaping women's career

decisions?

- Rising childcare costs and closures make it economically difficult for mothers to remain
employed.

- Social movements and political messaging encourage traditional gender roles, pressuring
women to stay home.

- These factors influence decisions that may not reflect true preferences but rather
constrained choices.

What are the long-term economic consequences for women who leave the workforce or

reduce their working hours?

- Women face reduced lifetime earnings and retirement savings.

- Employment gaps lead to lower-paying jobs and fewer advancement opportunities upon re-
entry.

- These setbacks compound over time, affecting financial independence and security.

How might companies or governments respond to these trends to support working mothers
and reduce gender disparities?

- Reinstate or expand flexible and remote work policies.

- Investin affordable childcare and support services.

- Monitor and address gender disparities in hiring, pay, and promotion

STEP #4 Watch The Economics of Gender Disparities Video &
Answer Comprehension Questions (9 minutes)

ﬁ The Economics of Gender Disparities (6:45 min)

In this video, Yana Gallen, an economist at the University of Chicago, examines the
economic factors driving gender disparities and the wage gap between men and women.
She discusses household specialization, where traditional economics assume women
historically had a comparative advantage in home production due to biological and
societal factors. However, advancements like household technology, birth control, and
increased educational opportunities enabled women to pursue professional careers and
accumulate human capital. Despite these progressions, the "motherhood penalty"—a
decline in women's earnings after having children—emerges as a significant factor in the
wage gap, influenced by societal norms, childcare preferences, and constraints on
women’s ability to work.
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l:& Video Comprehension Questions
1. Whatis the "motherhood penalty" in the labor market?
a. Adecline in earnings after childbirth due to societal norms and career
disruptions
b. Afinancial bonus given to mothers for balancing work and caregiving
c. Anincentive program encouraging women to delay motherhood
d. Ataxcredit for working mothers

2. Thevideo suggests all of the following factors propelled women into the workforce
EXCEPT?
a. Changing attitudes due to the Women’s Movement.
b. Labor saving devices leading women to spend less time on housework.
c. Technological advancement that drove demand for more labor.
d. Control over reproduction allowing women to acquire more human capital.

3. Whatis a possible impact of delaying childbirth on the well-being of women?
a. Itallowsthem to acquire more education improving their human capital.
b. The marriage penalty is less.
c. Theyhave more time to establish themselves in a career.
d. Allof the above are possible impacts of delaying childbirth.

Answer key: 1) A, 2) A, 3) D

STEP #5 The Motherhood Penalty Case Study (15min)

Case Study Activity: The Motherhood Penalty

This activity explores how motherhood timing and career choices can impact women's
economic outcomes. Students will analyze fictional profiles and discuss how different
paths may lead to wage gaps and career challenges.

Print or project the following fictional profiles

Maria: Maria had her first child at age 22 while still completing her undergraduate degree. She
paused her education for two years and later returned to finish her degree. She now works part-
time in a mid-level administrative role.
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Jasmine: Jasmine delayed motherhood until age 30 after completing a master's degree and
gaining 5 years of work experience. She took a short maternity leave, put her child in daycare,
and returned to her full-time job in a managerial position.

Lina: Lina chose not to have children and focused on her career. She advanced steadily and now

holds a senior leadership role in her company.

Sofia: Sofia had an unplanned pregnancy at age 19 while enrolled in a vocational program. She
dropped out and worked in retail to support her child. She later completed her certification and

now works as a technician.

Discussion Questions

1.

How might the timing of motherhood affect each woman's career path and earning
potential?

2. What challenges did each woman face, and how did they respond?

w

opportunities?

2 Teacher Key

Y

1. Early motherhood (Maria, Sofia) often leads to interrupted education and slower career

progression. Delayed motherhood (Jasmine) allows for career establishment before

parental leave. Choosing not to have children (Lina) may result in uninterrupted career

advancement.

2. Maria and Sofia faced educational delays and financial challenges. Jasmine managed a
short leave with minimal disruption on her career and spent less time recovering and with

her new child. Lina focused solely on career.
3. Supportive policies include paid parental leave, affordable childcare, flexible work
arrangements, and education re-entry programs.

4. Societal beliefs can pressure women to prioritize caregiving, influencing career decisions

and reinforcing wage gaps. Changing norms and promoting equity can expand
opportunities.

Unit: The Economics of Diversity & Discrimination

What policies or market-based support might help reduce the motherhood penalty?
4. How might societal beliefs about motherhood influence women's choices and
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