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This study focuses on the impact of sex, race, and social networks,
to analyze the hiring process in a midsized high-technology organ-
ization, using information on all 35,229 applicants in a 10-year pe-
riod (1985-94). For gender, the process is entirely meritocratic: age
and education account for all sex differences. But even without
taking into account the two meritocratic variables, there are small
if no differences between men and women at all stages in the hiring
process. For ethnic minorities, the process is partly meritocratic but
partly reliant upon social networks. Once referral method is taken
into account, all race effects disappear. In hiring, ethnic minorities
are thus disadvantaged in the processes that take place before the
organization is contacted. They lack access to or utilize less well the
social networks that lead to high success in getting hired.

INTRODUCTION

The hiring process is perhaps the single most important but least under-
stood part of the employment relationship. With extensive internal labor
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markets and important differences between firms and industries, the ques-
tion of who gets hired where is crucial to understanding subsequent in-
equality in employment outcomes. Moreover, to the extent that there is
illegitimate treatment of women, ethnic minorities, and other groups, one
may conjecture that the point of hire is the place where this most likely
would occur. Why is this so?

One reason is that subjective assessments carry great weight in hiring.
The scope for prejudice is wide and probably harder to detect than in
later parts of the employment relationship. Lazear (1991, pp. 13—14) pro-
vides, with respect to sex and race differences, “hiring is most important;
promotion is second; and wages are third.” It is also difficult for rejected
applicants to take action when unfairly treated. As Bloch (1994, p. 1)
writes, “Employees are far more likely than applicants to file discrimi-
nation lawsuits, and damages awarded to them tend to be greater than
those received by applicants.” Epstein (1992, p. 58) elaborates from the
employer’s point of view: “Most firms prefer to run the risk of litigation
with initial hires, instead of with promotion and dismissal.”

Another reason relates to the role of social networks and contacts that
are important in hiring, as demonstrated in research sampling job seekers
or current job holders (e.g., Corcoran, Datcher, and Duncan 1980). These
need not be discriminatory in intent or design, but women and ethnic
minorities may have lower access to social networks having higher rates
of success in hiring (e.g., Granovetter [1974] 1995, pp. 147, 169; Roos and
Reskin 1984, pp. 241-46).

Despite its importance, the hiring process is poorly understood and
hardly studied. It is simply unusually difficult to assemble the relevant
data. To assess potential discrimination, one needs to know the decisions
made by the agent doing the discrimination, the employer, and how these
were made over the complete set of people potentially discriminated
against, the applicants to jobs, focusing on both the demand- and supply-
side of the market. One cannot rely on sample surveys of job seekers or
job holders, their method of job search, and their degree of success (e.g.,
Hanson and Pratt 1991). These allow no comparison of the entire set of
job seekers exposed to the same potentially discriminatory employer, re-
porting only on the outcomes for separate individuals exposed to different
employers. Other studies sample employers about their strategies for filling
jobs and sometimes about the hired employees (e.g., Barron, Bishop, and
Dunkelberg 1985; Gerhart 1990; Marsden 1994a). But these studies also
yield no information about the entire applicant pool. What is required is
access to information on the entire applicant pool and on the decisions
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made by the employer about which candidates to hire, as well as the
rewards offered. “To use Alfred Marshall’s apt metaphor, to analyze a
market from only one side is like trying to cut with one blade of a scissors”
(Granovetter 1995, p. 155). But the relevant data allowing one to describe
both sides of the market are rare. The information is hard to assemble,
has rarely been analyzed, and is not likely ever to be made available on
a large scale.

We will thus present a quantitative case study of the hiring process in
a midsized U.S. high-technology organization. This is, to our knowledge,
the first such large-scale study focusing on gender in contemporary or-
ganizations. Only two previous studies use the same kind of data on
applicant pools; one focuses on gender and race, and the other focuses
on social networks, while also presenting the effects of sex. Both studies
will be discussed below (Petersen, Saporta, and Seidel 2000; Fernandez
and Weinberg 1997). We use information on all 35,229 applicants in a 10-
year period, 1985-94. Of these applicants, 3,432 received offers of em-
ployment. We know who received offers and who did not, the quality of
the offer, whether it was improved in subsequent negotiations, and
whether it was accepted, as well as later departures from the organization
among accepters. We also know how the applicants got into contact with
the organization, including whether it occurred through personal or pro-
fessional networks. In the analysis, we focus on the role of meritocratic
factors, age and education, and of network factors for understanding the
impact of gender.

To avoid potential selection biases arising when focusing on job seekers
from different applicant pools, one needs to study what happens at the
level of single organizations, using full applicant pool data. But why this
particular organization? That is primarily a question of access to data.
The ideal data set with information on all applicants and hiring decisions
across several hundred establishments is impossible to assemble, and even
data on single organizations are hard to come by. So instead of pursuing
an impossible ideal, we need to assess the representativeness and broader
significance of the current case. As we shall return to in full force in our
conclusion, we believe the results to be representative of current practices
in midsized to large U.S. organizations. At a minimum, they most likely
are representative of practices in high-technology and service organiza-
tions, including those in industries such as banking and insurance, the
latter often having rather similar personnel systems in terms of careers
and rewards. And to paraphrase Geertz (1973, p. 22), we do not study
this particular organization, we study ixn this organization. The ideas,
concepts, and categories we formulate are general. We attempt to appraise
them in the context of a single organization.

Our conceptual focus is on sex, but we compare the effects of sex to
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those of race, due to two facts about sex that separates it from other kinds
of inequality, making the contrasts relevant. First, men and women are
equally distributed on the class and socioeconomic structure by birth.
This is not the case for disadvantaged racial or other groups, who at birth
are disproportionally allocated into classes with differing economic and
cultural resources. Second, women are numerous, not a minority. Their
sheer numbers facilitate collective action, and their demands may more
easily be heard than various minority demands. For these two reasons,
one may expect that women currently face few obstacles relative to men
in most spheres of life, whereas blacks, Hispanics, and other disadvan-
taged groups on average likely face larger obstacles. The labor market,
however, may be the exception. This is due to a third and overwhelming
fact that separates women from all men: they often bear children, which
can lead to unstable work careers (e.g., Elster 1995, pp. 303-5). Hence,
it is in the labor market that women currently are likely to face larger
obstacles relative to men, putting them in a position closer to minorities,
with minority women sometimes but not always being at the largest
disadvantage.

Since remarkably little is known about the hiring process, rather than
engaging in elaborate and potentially pretentious theorizing, we shall em-
ulate the detective, keeping in mind Sherlock Holmes’ dictum: “The temp-
tation to form premature theories upon insufficient data is the bane of
our profession” (Doyle 1986, vol. 2, pp. 163—64). When facts are few, an
approach of “thick” description is appropriate, doing, so-to-speak, quan-
titative ethnography. We, nevertheless, need some ideas to cement our
approach in the empirical analysis, which we provide in the next section.

THE HIRING PROCESS
What Employers Do, What They Can Get Away With

Discrimination at the point of hire entails the most complex set of issues,
with three processes to be analyzed. The first is the recruitment process,
whether it occurs through newspaper ads, employment agencies, or social
networks (e.g., Bloch 1994; Granovetter 1995). The second is the hiring
decision, who gets hired and who gets turned away when a job is being
filled (Bloch 1994). The third is the conditions of employment of-
fered—pay, level, responsibility, fringe benefits, perks, and so on. To un-
derstand the extent to which differential treatment occurs at each of these
stages, we focus on its documentability and on the availability of a com-
plainant who can raise charges and pursue remedy for illegitimate
treatment.

In terms of the recruitment process, discrimination is hard to document
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(Collinson, Knights, and Collinson 1990; and on race, see Newman [1978]
and Turner, Fix, and Struyk [1991]). For example, if recruitment to a large
extent takes place through information networks, these may operate in a
manner that is discriminatory toward women, like referrals from male
employees or male job networks (Blau and Ferber 1987, p. 51; Hanson
and Pratt 1991, 1995, chaps. 6-7). But these processes are difficult to
document. There is the complex issue of whether one can document dis-
criminatory intent, not only disparate impact (England 1992, chap. 5).
Moreover, the availability of a complainant is problematic. Someone
turned down for a job may not have the access to the pertinent information
about the applicant pool and the procedures followed nor the desire to
spend additional resources. A complaint may as well come from an em-
ployee already in the organization, someone who has observed illegitimate
treatment and has the relevant information, but incentives to complain
are limited.

In terms of who gets hired, discrimination is also difficult to document.
Information about the applicant pool is rarely available, and all that may
be accessible to outsiders is information about those who get hired. And
even if the relevant information were available, it likely is ambiguous,
open to many interpretations. Jewson and Mason (1986, p. 59), citing a
report by R. Jenkins, provide that “there remains great scope for subjective
decisions about ‘personality’ etc. in even the most elaborate selection
plans.” As for the availability of a complainant, this is most problematic.
Those not hired and possibly discriminated against will rarely know what
occurred, and even when they do, it may be impossible to gather the
relevant evidence. Additionally, when there were many applicants for a
job, in which case a potentially large number of comparisons would need
to be made, it is difficult for those currently in the organization and
infeasible for most rejected employees to fully understand the process.
Those turned down often have gotten other jobs, in which case the in-
centives for complaining or filing suits are small.’

When it comes to quality of offers made and to placement at time of
hire, it is typically easy to document the identities of the parties hired
and the conditions under which they were hired but not the conditions
offered to those who declined the offers. But the subjective element in

> Or as Epstein (1992, pp. 371-72) writes, “But again, the process of selection is suf-
ficiently complex that there is no reason to suppose that all the workers within the
applicant pool are uniform in quality relative to the jobs in questions, or that they
have the same objectives in mind. Subjective preferences continue to exert their in-
fluence at every stage of the hiring process.”

* Donohue and Siegelman (1991, p. 1031) show that by 1985, most lawsuits are filed
by fired employees, followed by current employees (about 10% of cases), while fewest
cases are filed by those not hired.
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deciding which conditions to offer is usually high, simply because less is
known at the point of hire than at later promotion. So unless an employer
determines the conditions offered at initial hire exclusively on the basis
of formal qualifications such as degree, grades, and experience, this is a
point in time when differential treatment of men and women easily can
occur and is relatively easy to justify. Even when conditions are deter-
mined primarily on the basis of formal qualifications, there is still the
difficulty of lack of comparability. For example, it is well known that it
is harder to get good grades at good schools, but “there is no general
formula to translate grades from one school into their equivalents at
another,” except for special procedures tailored to college admissions
(Stinchcombe 1990, p. 247). So the subjective element is likely to be pro-
nounced. But one should expect less disparate treatment in conditions at
initial offer and employment than in who gets offers and who gets turned
away. Conditions at initial employment among those hired often become
known among colleagues and can hence form the basis for comparison
processes. Disparate offers may lead to feelings of injustice as well as
formal complaints, which management likely wants to avoid.

On all accounts then, hiring is the stage in the employment relationship
where there is wide scope for highly subjective assessments, and thus
differential treatment is most likely. Added to this, if or when employers
want to discriminate, it seems irrational to do so in wages and promotions
but not in hiring. Why should one engage in illegal behaviors where they
are most transparent and detectable and refrain from doing so when they
are less transparent? There is thus little reason to expect employers to
treat men and women fairly at the point of hire but then to initiate unfair
treatment at a later stage. As Olson (1997, p. 61) comments, “One should
expect bigotry to manifest itself more in refusals to hire people than in
the self-defeating practice of hiring them only to turn around and fire
them.”

Social Networks

Turning to the role of networks, their importance in getting jobs is un-
ambiguously and extensively documented for several countries, as re-
viewed in Granovetter (1995, pp. 139-82). In the United States around
50% of job seekers find their jobs through personal networks. Their role
in hiring is thus difficult to exaggerate. For gender, Roos and Reskin
(1984, p. 245) provide, “With respect to sex segregation, the questions of
interest are whether the sexes have equal access to personal networks,
whether they are equally likely to use them, and whether networks are
equally effective for women and men.” It is not only a question of having
access, but also one of utilizing it and of its eventual success.
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The networks may take many forms and are often interwoven in com-
plex and opaque ways. Their primary consequence, though not necessarily
intent, is to provide information about opportunities to job seekers and
about prospective hires to employers.

One reason for potential male advantage in such networks is simply
men’s more extensive attachment to the labor force, which in turn yields
more opportunities to gather information. By working more hours, doing
more jobs, and travelling more, men get exposed to more possible jobs.
This occurs through the sheer frequency of their contacts with others,
where information is collected and professional networks and affiliations
are built as a by-product. And for this, there is no easy substitute or
remedy, little that can be done to diminish female disadvantage in access
to those professional networks that increase in size with the amount of
attachment to the labor force.* Employers will continue to use referral
networks for recruiting employees, and through work, people will learn
about opportunities from personal contacts. Munch, McPherson, and
Smith-Lovin (1997) show how women raising small children have more
restricted networks. This may in turn have detrimental effects for em-
ployment at a later stage.’

Another form of potential male advantage in network access comes
from informal and social networks, through comraderie at work, through
social activities, possibly in clubs and sports, where women often are
excluded. By such means men might accrue more relevant information.
Discussing how such differences might have led to sex segregation in the
insurance industry, Thomas (1990, pp. 188—-89) reports that “a major ad-
vantage men have is being able to take male clients hunting or fishing
or to play racketball or golf.”

There are good reasons to suspect that different access to networks
presents a considerable disadvantage to women. Roos and Reskin (1984,
p. 245) argue that “Occupational sex segregation persists in white-collar
jobs in part because information networks are sex segregated.” Reskin
and Hartmann (1986, p. 51) elaborate, “Not only are such networks sex

* One institutional remedy unlikely to be adopted in the United States was in operation
in Israel between 1959 and March 1991. All private-sector jobs not requiring a college
degree had to be matched through a centralized employment service agency, which
put job seekers and job vacancies into contact (Berman 1997, p. S266). Such a system
clearly dampens the role of social networks in finding jobs. Much search still occurred
outside the centralized agency, but prior to any appointment, the parties had to register
vacancies and applications with the agency.

> Some of the detrimental effects of sex-segregated networks may be alleviated by the
fact that the majority of men and women live together and that much information
exchange occurs within families so that it might diffuse across gender lines. Kinship
networks have historically been important for allocating jobs.
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segregated as a rule, but women are less likely than men to find their
jobs through such informal methods.” At the same time, they acknowledge
the difficulty of elucidating these processes, stating (pp. 54-55) that “al-
though some have observed that women lack access to these networks
..., the actual processes through which access is limited are difficult to
pinpoint, because of the subtle ways that discrimination occurs in network
systems and the difficulty of quantifying the kinds of resources being
distributed.”

There is also the problem of whether there was discriminatory intent,
not only impact. Many such informal procedures are used not primarily
to exclude women but are efficient recruitment tools. Networks might
reduce uncertainty through the quality of the information that can be
extracted.® But in one famous court case against State Farm Insurance
“the judge ruled that State Farm had excluded women from positions as
agents by (1) relying on a virtually all-male ‘talking network’ to locate
recruits” (Thomas 1990, p. 196).

Research Evidence

Research evidence on discrimination at the point of hire is limited for
each of the three processes. A few but growing number of studies address
recruitment practices (see Marsden 1994a), but little has been written
about gender-based processes at this stage. Much the same is the case for
who gets hired and who gets turned away, with a few studies of selection
procedures (e.g., Marsden 1994b). One single extensive study addresses
both recruitment and the hiring decision, based on direct observations of
the hiring processes in several British organizations around 1985 (Collin-
son, Knights, and Collinson 1990). They show considerable amount of

® Spence (1974, p. 6) writes that when “the employer and potential employee confront
each other in the market (the confrontation may be preceded by a considerable amount
of search by either party or both) neither is certain about the qualities of characteristics
of the service which the other is offering for sale.” Granovetter (1981) discusses how
contact or social networks may reduce this uncertainty by providing more reliable
information. Fernandez and Weinberg (1997, pp. 898-99) offer additional discussion
on the role of referrals, including how referrals may be easier to socialize, motivate,
and “control” once hired.

"In a case involving racial discrimination, a firm that did most of its hiring through
Hispanic networks was as a result found to discriminate against blacks and was ordered
to pay penalties (Epstein 1992, pp. 70-71). A similar case was raised against a Korean
laundry (Olson 1997, p. 25). The plaintiff (EEOC) lost, but the company went out of
business as a result of the legal expenses incurred.
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discrimination at this stage.® DiPrete (1989, chap. 8) reports the extent to
which a job is filled by a woman or a man, but not based on which
applicant from the applicant pool succeeded. Perhaps the most extensive
evidence on discrimination in who gets hired comes from laboratory ex-
periments. The studies are often conceptually transparent but invariably
lack external validity in terms of inferring what goes on in actual hiring
situations. In a review of about 20 experimental studies on sex discrim-
ination in hiring decisions, Olian, Schwab, and Haberfeld (1988) conclude
that the evidence for gender discrimination in hiring is marginal.

One study, using data on all applicants to a large California service
organization in 1993-94, finds no evidence of female disadvantage in
rating at first interview or in being hired (Petersen et al. 2000). There is
a slight disadvantage to being black, which withstands controls for age
and education. Another study, using data on the entire applicant pool to
entry-level positions in a large bank, though not with an emphasis on
gender, finds a small positive effect of being female on getting a job offer,
though not commented upon (Fernandez and Weinberg 1997; Fernandez,
Castilla, and Moore 2000). These two studies using the relevant kind of
data from recent years find no evidence of female disadvantage in the
hiring process.’

Goldin and Rouse (2000) imaginatively address hiring discrimination
for positions in eight major American symphony orchestras, using infor-
mation on musicians who competed in live auditions from the late 1950s
through 1995. Since 1970, most orchestras have shifted from open to
“blind” auditions where the evaluation committee cannot observe the sex
of the candidate but can hear the playing. Overall, women do worse than
men under sex-blind while better under open auditions, in each of four
types of audition rounds. But for the subset of about 5% of the musicians
who participate in more than one sex-integrated audition round of a given
type and do so under both open and blind conditions, women do better
than men under blind in each of four types of audition rounds while better
than men under open conditions in only two. Since the quality of playing
is the same under open and blind auditions, this shows disadvantage to
women in two of four types of audition rounds when their sex is known.

® There are a number of psychological studies addressing the role of gender in re-
cruitment interviews, for example, how the genders of interviewer and interviewee
affect the interactions, but little in terms of how this affects the outcomes (see, e.g.,
Graves 1999).

° An earlier study uses data on all 20,576 applicants to an insurance company in 1981
(Kirnan, Farley, and Geisinger 1989). They find that while 26.6% of males are hired,
only 17.6% of females are. There is no control for education, age, or other personal
characteristics in this study. The findings may reflect the less favorable conditions faced
by women in the early 1980s.
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The interpretation of these results depends on how one assesses the two
opposite findings and how much weight to attach to an analysis pertaining
to a small subset of the women." This is of course a rather unusual labor
market.

An audit study addresses sex discrimination in restaurant hiring (Neu-
mark, Bank, and Nort 1996). Matched pairs of equally qualified men and
women applied for jobs as waiters and waitresses to the same 65 restau-
rants in Philadelphia. They find that men have much higher success in
getting job offers in high-priced restaurants where pay also is high. Women
have much higher success in getting offers at low-priced restaurants.
Heckman (1998) has criticized audit studies claiming they may find ev-
idence of discrimination where none exists and no evidence where it does
exist.'"" Again, this is an unusual labor market.

As for placement at initial hire among those hired, a Canadian study
addresses this. Using data on 107 managers in a company as of 1987, the
study finds little evidence of differences in how the men and women were
placed at the time they were hired (Bernard and Smith 1991). Hagan and
Kay (1995, chap. 3) find some gender differences among Canadian law
school graduates in initial conditions at hire, but cannot assess the extent
to which this is due to choice or differential treatment. DiPrete (1989,
chap. 9) finds that women tend to be placed lower in the grade hierarchy
than men in the U.S. federal bureaucracy. Gerhart (1990) finds that women
received lower starting salaries than men among employees who remained
in a large U.S. firm, thus having a self-selected sample of those who
remained in the organization rather than the pool of all hires at a given
point in time.

The evidence on the impact of social networks for men and women is
limited. Granovetter (1995, pp. 147, 169-77) reviews much of the empirical
literature, reporting that “the proportion using contacts shows no consis-
tent pattern by race, ethnicity, or gender, and the correlation between
contact use and the quality of job obtained, as measured by satisfaction

" For the 7,065 musicians on which their main results are based, only an estimated
364 contribute to the analysis showing disadvantage for women in two of four types
of audition rounds. This is the subset of musicians that participated in sex-integrated
auditions under both open and blind conditions for a given type of audition round
(see Goldin and Rouse 2000, table 5 and n. 38).

"' Perhaps more problematic is that these studies do not take into account the sex
composition of the entire applicant pool and current employees at the restaurants.
When two equally qualified applicants show up, from the viewpoint of the applicant,
each should have an equal chance of being hired. But this need not be so for the
employer. In making a decision, they will consider also the sex composition of their
entire applicant pool and their current stock of employees. Employers may want to
achieve the same hiring rates for men and women across their entire applicant pool,
not necessarily across the sex-balanced pool of applicants in the audit studies.
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or wages, also varies by study.” One relevant study finds that women are
more likely to use localized networks, which in turn give fewer oppor-
tunities (Hanson and Pratt 1991, pp. 240-42). But this is related to travel
patterns where men travel longer to work, and it reflects adaptations to
family obligations probably as much as differential access to information
networks (Hanson and Pratt 1995, tables 5.8 and 7.2). Reskin and Hart-
mann (1986, see esp. pp. 51-55) discuss findings mostly from the 1970s
reporting differences between men and women in access to information
networks. Fernandez and Weinberg (1997), with data on the entire ap-
plicant pool, find that networks are important for whether one gets a job
offer or not.

Having reviewed the evidence, our assessment is that it is still sparse.
Within this research area the impact of networks on inequality is ac-
cording to Granovetter (1995, p. 177) “the single research gap most in
need of filling.”"

As mentioned, our focus is on gender. However, in the empirical anal-
ysis, we also include results for race groups. The reason is simply that
ethnic minorities also often are disadvantaged in employment and hence
constitute relevant comparisons groups. But unlike women as a group,
ethnic minorities as a group are less favorably distributed on the class
structure by birth. Women cut across all class distinctions in a way that
ethnic minorities do not. So ethnic minorities first face the disadvantage
of ethnic discrimination and then a potential disadvantage stemming from
class background through lack of economic or cultural resources and
personal networks. One may thus expect ethnic minorities as a group
compared to whites potentially to face larger disadvantages in the em-
ployment process than women as a group compared to men.

DATA

For this study, we use data on all applicants to a U.S. high-technology
company. Due to concerns about confidentiality, we are somewhat re-
stricted in the amount of contextual information we can provide about
the company. A vivid description of hiring in one part of the high-tech-
nology labor market is, however, given in Lewis (2000, chap. 8). We have
access to information for an 11-year period (1985-95), with 38,512 ap-
plicants, 3,662 job offers, and 3,056 accepted offers. But we restricted the

' There is some evidence that African-Americans have both more restricted access to
networks and that these are less efficacious for finding jobs (Holzer 1987, pp. 449-52)
and for wages (Granovetter 1995, p. 151). Waldinger (1996, chaps. 5-6) discusses the
role of networks in hiring in construction, hotels, and the garment industry and the
disadvantages that blacks especially, but also other minorities, face in that regard.
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analysis to the 10-year period 1985-94, dropping the 3,283 applicants in
1995, losing 8.5% of the observations. This leaves us with 35,229 appli-
cants, 3,432 with offers, and 2,870 acceptances. We did this due to a right-
censoring problem for some of the applicants in 1995. Of those receiving
offers and accepting them over the period 1985-94, about 57% started
work within six months of the initial application, and a total 98.0% within
the first 12 months. The longest elapsed time from initial application to
starting work was 19 months. But for those applying in 1995, especially
in the second half of 1995, we would have a right-censoring problem for
about 60 applicants in this period that received offers and had neither
accepted nor rejected them by the end of 1995. We therefore dropped
those who applied in 1995 from the analysis. There may still be a slight
right-censoring problem among a few of those who applied in 1994, who
received an offer but had not made up their mind by the end of 1995. At
most, there will be 5-6 such persons.

We have access to the following background characteristics on the ap-
plicants: sex, age, years of education, and race (five groups). We also have
considerable information about the hiring process itself. Related to the
recruitment part, we know the method by which applicants got referred
to the company, through an ad, friend, having been a previous contractor,
headhunter, and so on. All applicants were given a brief initial interview.
We know where the interview took place, for the first through as many
as four interviews: at a college or university campus, the hiring (placement)
department within the organization, and so on. The durations between
interviews were recorded. Each applicant received a rating on a scale
from 0 to 100 after the first interview, based on a psychological profile
test designed to assess the fit of the applicant to the organization. We
know whether a job offer was extended or not, and for those who received
an offer, we know the salary at the initial and final offer, irrespective of
whether it was accepted or not. Among those receiving an offer, we have
information on whether they had received offers from other employers
and, if so, how many. This variable was, according to the placement
department, quite accurate for those who accepted their offer but some-
what less so for those who declined. We also know whether an offer was
accepted or not. The date of the initial offer was recorded, and if the final
offer was accepted, we know the date employment started. For those that
declined an offer, we do not know when that occurred. For hired appli-
cants, we know whether they quit or not before the end of 1995, and if
they did, the date it occurred.

We have no information on occupation or job title. But these are not
important in the organization. It tries to hire the best people and assign
them to broad functional and hierarchical groups. As will be shown in
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the next section, the spread in salary offers reflects what one would expect
to find across a diverse set of occupations and hierarchical levels.

The referral method turns out to be important. The data on it records
how the actual match was made, which is an amalgam or a meeting of
the strategies used by the job seeker and the employer. It does not nec-
essarily describe the full range of strategies used by the job seeker and
possibly not by the employer either. A job seeker might have used multiple
strategies, including newspaper ads, cold calls, and social networks. All
we record is which of these led to the match with this organization.

Table 1 accounts for each stage in the hiring process analyzed. It shows
the declining set of applicants included at each stage, the methods used,
and the tables in which the results are presented.

RESULTS: DESCRIPTIVE STATISTICS

Table 2 gives a distribution of the applicants on several individual-level
characteristics and on success in the hiring process, first for all applicants
(first three columns), then for those who did not receive an offer (middle
three columns), and finally for those who did (last three columns), in each
case given for both sexes and separately by sex. Females account for 25.1%
of the applicants, with 25.3% among those not receiving an offer and
24.0% among those receiving one. The mean evaluation at initial inter-
view is the same for men and women. It is considerably higher for those
who received an offer than those who did not. Only 9.7% of applicants
received an offer, somewhat higher for men than women (9.9% vs. 9.3%).
Of those receiving an offer, 83.6% accepted, with a somewhat lower ac-
ceptance rate for men than for women. In the end, 8.1% of applicants
were hired.

Women applicants are on average 3.6 years younger than men and have
somewhat lower educational attainment. The distribution on ethnic cat-
egories is more or less the same for men and women. Whites make up
49.1% of applicants but an entire 60.1% of those who received offers,
with correspondingly smaller percentages receiving offers in other ethnic
groups.

The racial composition of hires into this organization is typical of high-
technology companies. In Silicon Valley, for example, there is massive
underrepresentation of minorities relative to their representation in the
Bay Area workforce.” Anectodal evidence from other high-technology

¥ Across 33 high-technology companies for which information was available in the
Bay Area, the representation of blacks, Asians, and Hispanics in 1997 was 4%, 28%,
and 7%, whereas their representation in the workforce in the area was 8%, 21%, and
14%, thus with blacks and Hispanics heavily underrepresented. See Angwin and Cas-
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Meritocracy and Social Networks

centers supports this (e.g., Austin, Tx.; Research Triangle, N.C.; Seattle,
Wash.; and Route 128, Mass.).

The main referral method is through a friend (51.0% of applicants),
but cold calls, campus recruiters, and having worked as a previous con-
tractor are also important referral methods, accounting for 14.3%, 14.8%,
and 9.4% of applicants. There is no difference between men and women
in this respect. Among those offered a job, being referred by a friend is
by far the most important referral method, accounting for two out of three
offers, followed by having been a previous contractor, which makes up
13.2% of those receiving an offer. Ads represent 5.9% of all applicants
but only 1.4% of those receiving an offer. There is hence no question that
two kinds of social networks are the main avenues for entry into the
organization. Personal networks, through a friend, and professional net-
works, from having been a previous contractor, cover 67.7% and 13.2%
of those receiving an offer, a total of 80.9% of offers. This is typical of
high-techology companies. As the 1998 head of human resources for Sun
Microsystems expressed it: “About 60% of our jobs are filled by referrals
by employees” (Angwin and Castafieda 1998, p. A9).

First interview of applicants occurred several places, with human re-
source and placement departments being the most important, covering
23.7% and 55.4% of cases. Among those receiving an offer, the first in-
terview occurred in 82.8% of cases in the placement department, the group
within the organization with a job to fill. Note that every applicant who
was referred by a campus recruiter also had their first interview on cam-
pus. Those referred by other methods did not have the first interview on
campus. So what we see is that the way one gets into contact with the
organization has a strong impact on the likelihood of receiving an offer,
first through the referral method where two types of social networks
account for 80.9% of offers, and next through where the first interview
took place, with the placement department accounting for 82.8% of offers
given.

Among those receiving an offer, everyone had two or more interviews;
among those not receving an offer, about half had more than one interview.
Of extended offers, 99.9% were made within the same month as the second
interview, and none were made before that interview.

The amount of time that elapsed between interviews was short: 95%
of second interviews occurred within 3 months, while all third and fourth
interviews occurred within one month of the previous interview. There
were only marginal differences between the groups in this respect, and
the numbers are not given in the table.

tafieda (1998) or the web site http://www.sfgate.com for May 4, 1998. Our numbers
were computed from information given in their article.

77



o T T T T T T T T 7T UBdLDWY dATEN
29 e 'y 6t 6t 6t 0's 8V gy otuedstH
6'1¢ T'I¢ eIe (0% 74 '8¢ S'6¢ (044 9'LE L'8e Tt uesy
e 8t Sy 6L €L S'L S'L T°L cLo o T R CLtSE
§'8S 9°09 1°09 (00 24 ey 6Ly 'Sy '08 9007 20 ANMYMN
(%) 29y
[ L¢ 9°¢ 0'¢ S'e v'e 0¢ 9'¢ §e iy as
091 LT 6'91 8'ST 04T L9T 8'ST 0'LT L1 T Ued\
H”Am.ﬁu\c uoneInpy
€9 6°L L'L LS 9/ L LS L4 40 as
6'tC '8¢ 9°LT I 44 8LC 697 €Y 6'LC (O UBIAL
Li(s1eK) 98y
97 0z 0z o o o o o O e ury
el Lel e LLT L'LT LLT €8T €81 €8T i as
168 6'88 688 8’89 6'89 6'89 L0L 6°0/ 80L i UBIAL
-Sunel/uonen[eAy
9°S8 0'¢8 9'¢8 0’8 '8 '8 P14 %
€6 66 L6 qof & paiagjoy,
(044 Y4 s ottt d[ew3 Y,
USWOA WS IV~ Udwop USA v USWOA U nv ATIVIIVA

90 AaIAII0

90 AaITII) LON

SINVOITddY TTY

SINVIOI'IddY 40 SOLLSIdALOVIVH))

¢ U'TdV.L

778



‘JuawaSeurwW

Taddn M pa1Inddo 3591 9y} Juawiedap juswadeld ayy ‘Suruado ayj Yyrm judwyredap ay) ur 9oe[d Y00} SMIIAIUI Y}INOJ PUE ‘PIIY) ‘PUOIIS Y} JO %06 UBY} IO ¢
"9]BINJOE 210U UdA( IARY P[Nom £1039)BD [BUOIIBINPA OB Ul sagejuadiad
9} 3unaodal Y3noyy usAd ‘sonsne)s 9ATIdLIISIP Y} Ul A[(BLIBA SNONUIIUOD B SB UOIIBINDI JBII} 9M ‘QordS 9A®S O, (XBW) 7 = 9J8I0J00P ‘g] = S I9ISBW (/] = JIom
9)BNPRIZ JWOS (9] = I9139P IFI[[0D IBIA-INOJ ‘HT = IIP IFI[[0D 1BIA-0M]} ‘¢T = IFI[0D AWOS ‘7] = Ijenpeis [00yds YSIY ‘(urw) [ = [00YdS Y31y paysiuy joN ,
'SP ‘wnuwirxew 9y} pue ‘gl ST 98® WNWIUIW YT, ,
(Xew) QO] pue (Uur) () usamiaq sunel e usAld are syuedidde ‘Suid[dde uodp)
*S10.119 3UIPUNOI 0} NP ('QQT O} WNS SABM[E JOU OpP SABBIUNII $6—S86T ‘UonezIuesio A30[0uydd)-y31y pazispiu & o) syuedijdde [[e a1e Bje — ALON

8

9°LT
ree
ey

S'L
9'¢8
a4
9¥

T
(a4
9Y
9y
29
ST
1'89

809‘C

€81
¥Le
a4
o

YL
9z8
a4
8'S

A
0¢l
8's
0's
19
¥l
9°'L9

er'e

1'81
8'LE
T'vy
o

S'L
878
a4
s's

T1
el
s's
6y
19
'l
449

6708

871
il
19z
L6y

£'s

808
9'8¢
'St

01T
86
ST
v'C
81
69
£'9%

89.°¢ct

6°¢C1
[
042
6Ly

9

T'es
8'¥e
091

0T
L8
091
Le
(44!
€9
cos

L6LTE
671 el
071 01
L9t LLe
'8y 'St
6'S Y
§'zs 8¢S
8'st €97
8'ST 4!
01 01
06 701
8'ST T
¥'¢ 97
T'SsT 141
¥'9 ¥'9
6% €8t

£68°8

9,592
Se1 ve1
Lyl SH1
L8t v'8z
1oy 9¢h
€9 19
09§ v'SsS
87z Lee
0's1 8¥1
01 0T
1'6 v'6
0'sT 8v1
6°¢ S¢
ver Al
8¢S 6°S
618 0TS

622°SE

(%) SMATAINUI JO "ON
...... Juowdeuew 1oddn
 Juaunaedap juswade[g
Tttt S92IN0SAT URWINE]
................... sndwrer)

(%) MITAINUI ISIY JO B[]
e O
...... 1030B.1JU0D SNOTAL]
......... 19)maoax sndwre))
............... 1ajUNYpeaE]
.................. 1® PIoo
......................... PV
..................... puoLL]

(%) poypw [B11§oyq

779



American Journal of Sociology

There is hardly any difference in personal characteristics between those
who declined and those who accepted an extended offer. The numbers
are almost identical to those in the last three columns of table 2, where
the two groups are combined, and are hence not presented.

However, there were differences in the types of offers and in the number
of alternative offers received by those who accepted and those who de-
clined. The results are given in table 3.

The percentage of females is slightly higher among accepters than de-
cliners. Among those who declined, 99.1% had one or more alternative
offers, while among those receiving an offer and accepting it, only 67.9%
had so. Furthermore, among decliners, 34.5% had three or more offers,
whereas among accepters this was only 2.3%. The existence and number
of alternative offers is, unsurprisingly, important for whether the offer
gets accepted or not.

We standardized the initial salary offer by dividing it by its mean in
the year. Thus we need not adjust for general wage increases and inflation.
On average, men receive offers 2.7% above the mean in the year, while
women receive initial offers 8.5% below the mean, an entire 11.2% below
men. Decliners receive slightly better initial offers than accepters. This
makes sense since decliners have more alternative job offers than ac-
cepters, thus appearing to be more marketable and also probably more
difficult to attract.

For the final offer, it is again better for men, by the same percentages
as in the initial offer. Those declining the job on average received a worse
final offer than those accepting it, 2.3% below versus 0.5% above the
mean final offer. The quality of the final offer seems to matter for whether
it gets accepted or not.

Among those receiving offers, in 96.3% of cases, the final offer is better
than the initial. Among those who accepted, 99.9% increased their salary
between initial and final offer, while only 77.9% did so among those who
declined. That may be part of the reasons why they declined. But it may
also be the case that those planning to accept other jobs did not negotiate
as much. No one received a worse final offer. Among decliners, the per-
centage who had an increase in final offer was higher for women than
men.

The average increase from initial to final offer, among those receiving
an increase, was 4.0%, the same for men and women. Accepters received
considerably higher increases between initial and final offer than decliners,
on average 4.5% versus 0.7%. Among decliners, the maximum increase
was 2.5%, less than the average increase among accepters. It seems that
increases in salary offers matter for whether the job is accepted or not.
It is thus the case that those who declined received better initial offers,
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but these offers were not improved by as much in the process between
initial and final offer as among those who accepted.

There is great variation in the salary offers made. In 1994, the lowest
and highest offers were $28,526 and $128,810 (mean = $69,527; SD =
$21,996). The worst offer was less than half the average offer and the
best almost twice the average, so that the highest offer was more than
four times the salary of the lowest.

RESULTS: MULTIVARIATE ANALYSES
Referral Method

We start by analyzing the determinants of the referral method, how the
applicant got into contact with the organization. The two central methods
are through a friend and through having been a previous contractor,
especially with respect to getting an offer or not, as shown in table 2. But
being recruited by a headhunter is also important with respect to getting
an offer. We use a multinomial logit model to analyze the determinants
of the referral method, with being recruited through an ad as the reference
category. The estimates then give the impacts of the independent variables
on the logarithm of the odds of falling into a specific category on the
dependent variable rather than into the reference category. A positive
coefficient means that the odds increase when the independent variable
increases. We comment only on the effects of being referred by a friend,
a previous contractor, and by a headhunter, for reasons that will become
clear later. We present only the results from the model including sex, race,
age, and education, in panel A of table 4."

The effect of being male is numerically very small and not significantly
different from zero for any of the six odds. There are hence no differences
between men and women in the distribution on the referral method, both
before and after controlling for race, age, and education. The results are
identical to those found in table 2, where the distributions on referral
method were given separately for men and women.

We see that the odds of being referred by a friend are much lower for
the ethnic minorities, except for Hispanics. The odds of being referred to
the company by virtue of having been a previous contractor are much
lower for blacks and Native Americans, but not for Asians and Hispanics.
The odds of being referred by a headhunter are much lower for blacks

" Using data on the same organization, Seidel, Polzer, and Stewart (2000) analyze the
determinants of referral method among hired applicants. We report results for the
entire applicant pool.
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Meritocracy and Social Networks

and Asians, and significantly so, but are higher for Hispanics and Native
Americans, also significantly so.

With respect to getting an offer, being referred by a friend is the central
referral method, as shown in table 2. For this method, ethnic minorities
except Hispanics have much lower odds than whites. This holds also
when one controls for age and education.”

The estimates from a multinomial logit model have precise interpre-
tations but ones that do not float over with intuition. It is hence useful
to convert these into estimated percentages. Panel A of table 5 gives the
actual percentages falling into each category of referral method, by sex
(from cols. 2-3 of table 2) and by race. Panel B gives the estimated
percentages falling into each of the seven categories of the dependent
variable referral method from the multinomial logit model in panel A of
table 4 after having controlled for sex, race, age, and education. They
were computed first for men and women separately (in cols. 1-2), with
race equal to white, age equal to its mean (27.0), and education equal to
a four-year college degree (16), close to the average education of 16.7.
Next it is computed for each ethnic category (in cols. 3—7), with sex set
equal to male and education and age as in columns 1-2.

We see here both in panels A and B that there are no differences between
men and women, neither in the raw percentages nor in the estimated
percentages. The results are not worth further speculation.

There are however dramatic differences between ethnic groups in how
they got recruited into the organization. From panel A, we see that 80.3%
of whites made the referral through a friend, whereas only 4.9% and 2.4%
of blacks and Native Americans did so. As for the actual numbers, 13,354
whites, 123 blacks, and 1 Native American were referred by a friend.
Among Asians and Hispanics, this method was used by only 24.8% and
32.8% of applicants, much more often than among blacks but considerably
less often than among whites. Only 2.3% of white applicants got referred
by a campus recruiter, whereas an entire 36.4% of blacks did so, and
26.3% and 17.5% of Asians and Hispanics. An entire 20.6% of blacks got
recruited through an ad. This is in concordance with recent evidence on
practices within the industry: “Some blacks and latinos say it’s hard to
break into those informal job-referral networks” (Angwin and Castafieda
1998, p. A9).

These differences do not disappear when we control for age and ed-

' Note here that having a negative effect on the odds of falling into the category being
referred by a friend relative to the reference category does not necessarily imply that
the probability of falling into this category decreases when the associated variable
increases. What happens to the probability depends on the effects of that variable on
the other categories of the dependent variable as well.
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ucation in addition to sex and race. Panel B shows major differences
between races in estimated percentages falling into each category on re-
ferral method after the relevant controls have been made. The contrasts
between ethnic groups cannot be reduced to differences in age and
education.

First Interview

We continue by analyzing the determinants of where the first interview
occurred. Also here we use a multinomial logit model, reported in panels
B and C of table 4, with campus interview (in panel B) and human
resources department (in panel C) as reference categories. Other than sex
and race, we control for age and education (in panels B and C) and
additionally for referral method (in panel C). Everyone who was referred
by a campus recruiter also had their first interview on campus, and no
one else did so. In panel C, we thus had to drop everyone in the category
campus recruiter on the independent variable, which is equivalent to
dropping those in the category campus on the dependent variable. For
this group there was no variation to explain and hence nothing to predict.

In both panels B and C, the effect of being male is numerically very
small and significantly different from zero in only one of the three odds
for which coefficients were estimated. In panel B, there are very strong
negative effects of race on each of the three odds. This means that whites
are much less likely than the ethnic minorities to fall into the reference
category on the dependent variable, having the first interview on a college
or university campus.

Adding referral method as an independent variable (in panel C), all
race effects disappear, becoming very small and nonsignificant, with the
exception of Native American. It has a strong negative but nonsignificant
effect on first interview occurring with upper management, meaning that
none of the Native Americans had their first interview there.

As above, coefficients from multinomial logit models are not intuitive
in their interpretation, and we hence present the estimated percentages
falling into each of the four categories on the dependent variable. Panel
C of table 5 gives the percentages in the data, whereas panel D gives the
estimated percentages from the multinomial logit model in panel B of
table 4. From panels C and D of table 5, we see that the differences
between men and women are miniscule, both in their marginal distri-
bution on place of first interview and in the estimated distribution, after
having taken into account race, age, and education.

But the differences between ethnic groups are again dramatic. The
descriptives in panel C of table 5 show that among whites 73.0% had
their first interview in the placement department, and 8.7% had their first
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interview with upper management. Among blacks, in contrast, only 19.0%
and 1.7%, respectively, did so. An entire 36.4% had their first interview
on campus, and 43.0% had their first interview in the human resources
department. Also Asians, Hispanics, and Native Americans were much
less likely than whites, but more likely than blacks, to have their first
interview in the placement department. This is the group in the organi-
zation with the position to be filled.

Panel D gives the estimated percentages of falling into the four cate-
gories on the dependent variable from the multinomial logit model, using
the same constellation of independent variables as in panel B. Again, the
differences between ethnic groups do not disappear once one controls for
age and education; in fact, they change very little.

Panel E of table 5 gives the same set of estimated percentages, but now
from the model that also controls for referral method, from panel C of
table 4. The values on the other independent variables are the same as
in panels B and D in table 5, and referral method is set equal to being
referred by a friend, the method used by about 51.0% of applicants. Once
one takes into account the referral method, the race differences disappear
entirely. The contrasts between ethnic groups in place of first interview
are almost entirely due to how they got referred to the organization, not
to age differences and education.

Rating

At the time of first interview, each applicant gets rated on a scale of 0-100.
Panel A of table 6 gives the estimates of coefficients from a linear re-
gression equation with rating as the dependent variable, where variables
are sequentially added to the model.

Before discussing the numbers, a guide for how to read this and sub-
sequent tables is needed. Each column gives the effect of being male,
black, Asian, Hispanic, and Native American. Each panel corresponds
to a specific dependent variable. In table 6, panels A and B give the results
for the dependent variables “Rating at First Interview” and “Getting a
Second Interview.” Within each panel, the first line gives the effect of
being male on the dependent variable from a regression controlling only
for sex (male = 1, female = 0). The second line adds controls for race.
It then gives the effects of being male, black, Asian, Hispanic, and Native
American from a regression controlling for sex and race. The third line
adds controls for age and education. It then gives the effects of sex and
race from a regression controlling for sex, race, age, and education. And
so it continues, where control variables are sequentially added to the
variables in the previous line, but where only the effects of sex and race
are presented. This saves space and allows us to see the evolution of the
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effect coefficients for sex and race as additional variables are controlled.
This is essential for our findings.

There is absolutely no sex effect on the rating. It is for all practical
purposes equal to zero and is nonsignificant in all specifications. The race
effects are also very small and none is significant. On a scale of 0-100
(mean = 70.8; SD = 18.3), the difference between men and women and
between ethnic groups is usually a quarter of a point or less. Thus, in
terms of the rating received at first interview, there are no differences
between men and women or between whites and ethnic minorities. The
rating scheme (from a test) is simply entirely gender and race neutral.
This is quite common in preemployment screening devices used by mid-
sized and large organizations. Some states, like California, even require
by law that a test have no adverse racial or gender impact.

Second Interview

The next stage in the hiring process is whether the applicant gets invited
to a second interview or not. No one received an offer after only one
interview, but not everyone received a second interview. Panel B of table
6 gives logit coefficients for whether this occurred or not. There is a trivial
positive and significant effect of being male in line 1, but once one controls
for race, age, and education, this effect becomes close to zero and
nonsignificant.

There are strong effects for the ethnic groups, each of them being less
likely than whites to receive a second interview. These effects withstand
controls for age, education, and rating (line 4) and remain quite strong.
The meritocratic variables can thus not account for the race differences.
To illustrate the magnitude of the race effects, when, after controlling for
the other variables, 60% of whites get a second interview, then, according
to line 4 in panel B, 22.9% of blacks, 35.8% of Asians, and 40% of
Hispanics do so (using the formula in Petersen [1985]). However, when
referral method is added, the race effects disappear and become nonsig-
nificant. It is thus how one got into contact with the organization that
matters, and it explains a large part of the differences between whites
and ethnic minorities in success in getting a second interview.

Getting an Offer

The crucial node is whether one gets an offer or not. The corresponding
logit coefficients are given in panels C (all applicants) and D (second-
interview applicants) of table 6.

Starting with panel C, there is a small positive but nonsignificant effect
of being male in all models. But once one controls for age, education, and
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rating, this effect is for all practical purposes equal to zero, of 0.02 on a
logit scale, implying that the probability of receiving an offer is indepen-
dent of one’s sex.

For the race groups, the situation is different. There are reasonably
strong negative effects on the probability of receiving an offer for each
of the ethnic minorities. These are significant except among Native Amer-
icans, a small group for whom significant effects thus are difficult to
obtain. The effects do not disappear when one controls for age, education,
and rating. Again to illustrate the magnitude of the effects, when, after
controlling for the other variables, 10% of whites receive an offer, then,
according to line 4 in panel C, 4.5% of blacks, 6.1% of Asians, and 6.5%
of Hispanics do so (using the formula in Petersen [1985]).

However, in line 5, where controls are added for referral method, three
of the four race coefficients are small and insignificant and the effect of
being black turns positive and significant, blacks now being more likely
to receive an offer. The same is the case when place of first interview gets
added as an independent variable (line 6). Again, the qualitative evidence
supports this finding. As Stephan Adams, a black entrepreneur in Oakland
expressed it: “To get to the next level, you have to associate with people
of power—and those are usually white males” (Angwin and Castafneda
1998, p. A9).

Some of the disadvantage to ethnic minorities likely is due to their
educational backgrounds, on which we have no information, other than
its length. But the national statistics are irrefutable. In 1985, the first year
in our data, of those receiving bachelor’s degrees in mathematics, engi-
neering, and computer science, the racial composition was 80.3% white,
4.0% black, 6.0% Asian, and 2.3% Hispanic, numbers that by 1995 were
69.2% white, 6.3% black, 10.1% Asian, and 4.2% Hispanic (Angwin and
Castaneda 1998, p. A8). These are important educational backgrounds in
high-technology companies, and minorities are underrepresented in them.
This shows up in managerial comments on experiences in recruiting:
“Many managers say they don’t have much luck at minority colleges and
job fairs because there are too many employers chasing too few qualified
applicants” (Angwin and Castafieda 1998, p. A9). A staffing director for
one company supplemented this with the observation on the competitive
situation in recruiting minorities: “Everyone has these same regulations
that they are trying to meet.”

Turning to panel D of table 6, where the focus is on employees who
received a second interview, there are no sex or race effects on the prob-
ability of receiving an offer, even with no control for age and education.
Thus, after the second interview has occurred, there are no race effects
on whether an offer is extended or not. An entire 56.4% of applicants got
invited to a second interview, and 16% of those received an offer.
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The strong race effects we observe on getting an offer before taking
into account the referral method mostly reflect that whites are more likely
to get a second interview. The likelihood of getting a second interview
depends strongly on referral method, which once controlled, makes all
the negative race effects disappear. For those with a second interview,
there are no race effects, with or without control for referral method. We
here have a classic disparate-impact situation. The recruitment procedure
relying heavily on social networks puts minorities at a disadvantage. But
once recruitment procedure is controlled, there is no disparate treatment
of minorities.'®

Initial Salary Offer

The issue is of course not only to get an offer but also its quality. Panel
A of table 7 gives regression coefficients for the impact of the independent
variables on the natural logarithm of the initial salary offer among those
who received an offer."”

In line 1, controlling only for sex, men on average earned about 11%
more than women, with the same effect in line 2 where race is controlled.
Note that this is the first place where there is a sizeable difference between
men and women in their values on the dependent variable. But as soon
as age and education are added in line 3, the effect of being male drops
to zero, to less than half of a percentage point, not significantly different
from zero. With additional controls, the sex effect remains equal to zero
and nonsignificant. Thus, in terms of the initial salary offer, there is a

'* There are some interaction effects between sex and race on getting an offer, not
explored here. Among whites, there is total equality between men and women and,
for all practical purposes, also among Asians. However, among Hispanics, men are at
a disadvantage relative to women, while among blacks, men are at an advantage
relative to women, the two effects being moderate, of equal size but opposite signs.
Controlling for referral method, these interaction effects mostly disappear, with black
men and Hispanic women coming out better than white men and women. So for whites
and Asians, 87.8% of the applicants, there are no interaction effects. For blacks and
Hispanics, 7.2% and 4.8% of the applicants, there are interaction effects of numerically
almost the opposite sizes. Thus, in the regressions not including interaction effects, the
two opposite effects for 12.0% of the applicants cancel each other out.

' Analyzing the same organization, Seidel, Polzer, and Stewart (2000) elaborate on
aspects of the initial and final salary offers among hired applicants. We note here the
similarities and differences between theirs and the present analysis. For initial salary
offer, they report effects for hired applicants (table 6), about 84% of those with offers.
We report effects for all applicants with an offer (table 7, panel A; table 10, panel A).
They report effects on the percentage increase between initial and starting salary among
hired applicants (tables 3 and 7). We do the same in a subset of the analyses below
(table 8, panel B; table 10, panel F). They include applicants up to 1995; we include
applicants only up to 1994.
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clear overall difference between men and women, but after controlling
for age and education, it drops to zero: nothing but pure meritocracy.

Note here that there are no controls for occupation, job title, or level
within organization. Even so, age and education account for all salary
differences. On average, the salary of women is 11% lower than among
men, indicating that they are placed in somewhat different lines of work
or at different levels. But these differences disappear entirely in the re-
gression. For men and women with same age and education, they must
be placed about the same in terms of types of work and level, otherwise
we would have gotten a salary differential higher than a quarter of a
percent.

There are small, negative, and nonsignificant effects of being black and
Hispanic, of about 3.6% and 1.2% respectively, a strong negative and
significant effect of being Asian of about 13.6%, and a big positive but
nonsignificant effect of being Native American. All these effects disappear
once one controls for age and education, then becoming practically equal
to zero. For the initial salary offer, the process is entirely meritocratic also
for race.

Final Salary Offer

We use a logit model to determine whether the final salary offer was
increased relative to the initial offer (for results see table 7, panel B).
There is a moderate negative effect of being male on the probability of
receiving an increase in the final offer. This is the case also when con-
trolling for age and education, as well as the other covariates. Men are
somewhat less likely to receive an increase in their final offer, even though
men and women on average received equal initial salary offers once age
and education were taken into account.

There are no effects of race on whether an increase was received or
not. The effects are mostly small and nonsignificant, except among Native
Americans, where there is a big positive but nonsignificant effect.

To determine the amount of increase between initial and final offers,
panel C of table 7 gives the estimates with the dependent variable being
the difference in natural logarithms of final and initial salary offers. Co-
efficients, when multiplied by 100, can be interpreted roughly as the num-
ber of percentage points the final offer was changed, relative to the initial,
when the associated independent variable was increased with one unit,
where the reference group is white and female. A coefficient of —.03 for
blacks means their increases on average were 3% less than those received
by whites.

There is absolutely no sex effect in any of the models. Men and women
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are treated equally in terms of the size of increase between initial and
final salary offers.

Ethnic minorities receive smaller percentage increases than whites, of
1%-3%, significantly so except for Native Americans (in line 2). This is
the case also when one controls for age and education, as well as rating
(in line 4): when whites on average increase their offers by 10%, blacks
and Hispanics increase them only by 7.0% and 8.8%. But again, when
one controls for referral method, the race effects disappear totally.

Finally, in panel D of table 7, we have the analysis of the size of the
final offer. The effect of sex is the same as for the initial offer in panel A
of table 7. This is not surprising given that women and men got about
the same percentage increases in salaries, even though women had a higher
probability of receiving an increase. As with the initial offer, the raw
difference between men and women disappears once controls for age and
education are introduced. There are, however, strong race effects, stronger
than in the initial offer, with blacks and Asians making about 6.3% and
14.5% less than whites, respectively (P < .05). This is also not surprising
since ethnic minorities had smaller salary increases between initial and
final salary offer. Once one controls for age and education, the race effects
become quite small at 1%-2%, significant only for Asians, and then drop
to zero and nonsignificance after controlling for referral method.

So again, for sex, it is exclusively meritocracy at work. For race, it is
a good portion of meritocracy plus a bit of drawing on social networks
that explains the differences in final salary offer. Ethnic minorities loose
some ground between initial and final salary offer, receiving lower in-
creases. There are no race effects on initial offer once age and education
are taken into account. In final offer, there are differences of 1%-2% after
controlling for age and education, only significant for Asians, but these
drop to zero once referral method is taken into account. It seems that
whites benefit in the negotiation process between initial and final salary
offer from having considerably more often been referred by a friend.

Accepting an Offer

Having received a final offer, the applicant must decide whether to accept
or decline. Panel A of table 8 provides the relevant estimates from a logit
model. There is a relatively small negative and significant effect at the
10% level of being male, an effect that remains as variables are added.
Men are somewhat less likely to accept than women.

The effects for blacks, Asians, and Hispanics are small and nonsignif-
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icant. For Native Americans there are big positive effects, nonsignificant
though. Everyone in this group accepted the offer.'®

Starting Salary

We now turn to the starting salary among those that accepted the job
offer. Panels B and C of table 8 give regression coefficients for the impact
of the independent variables first on the difference in natural logarithms
between starting and initial salary (in B) and then on the natural logarithm
of the starting salary (in C). The results are about identical to those found
for final salary offer. No additional comments are needed. Again, for
gender, the process is entirely meritocratic, but for race one also needs to
control for the referral method.

Departures

We end by analyzing turnover and addressing the extent to which women
in this company should be considered less stable employees than men.
Panel D of table 8 gives the estimates of effects on the rate of departure
from the company from several so-called Weibull models, which belong
to the class of proportional-hazards models. A coefficient can be inter-
preted roughly as the proportional change in the probability of leaving
the organization in the next month, given no departure prior to entry into
the month, resulting from a one-unit increase in the associated indepen-
dent variable.

There is a small positive but nonsignificant effect of being male in all
five models. Careerwise, women are not less stable than men in this or-
ganization. There are strong positive and significant effects of being black,
Hispanic, and Asian on the departure rate, even when controlling for age,
education, and rating. These ethnic minorities leave at substantially higher
rates than whites. However, when referral method is controlled, the effects
of being black and Hispanic turn negative of moderate size, significant
only for blacks, while the effect of being Asian drops to zero. There is a
strong negative but nonsignificant effect of being Native American in all
models. To illustrate the magnitude of the race effects, after controlling
for the other variables, if 10% of newly hired whites leave within the first
year, then, according to line 4 in panel D, 58.5% of blacks, 31.8% of

'® When controls are added for whether one has alternative offers or not, blacks become
more likely to accept. And after adding controls for the number of alternative offers,
both blacks and Hispanics are much more likely to accept, significantly so. The prob-
ability of acceptance decreases strongly with whether one has alternative offers or not
and increases strongly with whether one received a salary increase or not and with
the size of the increase. None of these additional effects are reported in the table.
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Asians, and 21.2% of Hispanics do so (using equation [9.35] in Petersen
[1995, p. 467]). Even with the same hiring rates for all races, the racial
composition of the employees would eventually become more white due
to differential attrition by race.

Thus, even on the departure rate, the referral method exerts its influ-
ence. Once taken into account, differences between ethnic groups diminish
strongly and for some change direction.

Impact of Referral Method

Although our focus has not been on the referral method itself, it turned
out to be crucial for the processes, making all race effects disappear. We
thus end the analyses by presenting its effects on all the dependent var-
iables studied above, except on referral method itself.

Table 9 gives the estimated effects of referral method on the five de-
pendent variables in tables 4 and 6, covering the process up to and in-
cluding whether an offer is given. Three models are presented: the first
controls only for the referral method, the second adds controls for sex,
race, age, education, and rating at first interview (not in panels A and
B), and the third adds controls for place of first interview (not in panel
A). These estimates are from the same models from which estimates of
sex and race effects were presented above in tables 4 and 6. Lines 2 and
3 for each dependent variable in table 9 correspond to lines 5 and 6 for
each dependent variable in table 6 (panels B-D). The reference category
for referral method is being recruited by an ad. A coefficient thus gives
the contrast between the reference group and the group to which the
coefficient pertains. The referral method “other” applied to only 1% of
applicants and to 1% of those with offers. We do not know what hides
behind this label. The effects of the category are presented but not com-
mented upon.

As table 9 shows, there is no question that referral method itself has
strong effects on several stages of the hiring process, beyond making race
effects disappear as documented in tables 4 and 6-8. In panel A, we see
that referral method has a tremendously strong impact on the place of
first interview, even with controls for sex, race, age, and education. Being
referred by a friend, through a headhunter, or as a previous contractor
all strongly decrease the odds of having the first interview in the human
resources department. As pointed out earlier, all of those being referred
by a campus recruiter had their first interview on campus, and no one
else did so. Therefore, applicants in the category campus recruiter on the
independent variable, and campus on the dependent variable, were
dropped from this analysis. In panel B, we see that referral method has

802



Meritocracy and Social Networks

no impact whatsoever on the rating given in the first interview, neither
in magnitude nor statistical significance.

In Panel C, the effects on who gets a second interview are especially
strong for having made the referral through a friend, having been a pre-
vious contractor, or by a headhunter. Of these, being referred by a friend
or as a previous contractor are by far the most important initial avenues
into the organization. Both are through social networks, personal and
professional, respectively. However, once one adds controls for place of
first interview (in line 3), the effect of referral method becomes very small
and nonsignificant, except for being referred by a campus recruiter. Thus
in terms of getting a second interview, referral method has a strong direct
impact on the place of first interview, which in turn has a strong impact
on getting a second interview, but referral method has no direct impact
on getting a second interview once place of first interview is controlled."’

In panel D, considering all applicants, being referred by a friend, having
been a previous contractor, or by a headhunter have strong positive effects
on the probability of receiving an offer, also after controlling for sex, race,
age, education, and rating. However, once one adds controls for place of
first interview (in line 3), the effect of referral method becomes very small
and nonsignificant, except for being referred by a campus recruiter. Thus,
in terms of getting an offer, referral method has a strong direct impact
on the place of first interview, which in turn has a strong impact on
getting an offer; but referral method has no direct impact on getting an
offer once place of first interview is controlled.?

In panel E, narrowing the set of applicants to those with a second
interview, referral method no longer has an effect on getting an offer or
not. So its effect here is really in terms of who gets a second interview.
Among those that got one, 16% received an offer.

Summing up the results in panels A, C, D, and E, the “causal chain”
is the following: Referral method has a very strong impact on place of
first interview (from panel A), which in turn has a strong impact on
whether one gets a second interview or not (from panel C, comparing
lines 2 and 3), which finally has a strong impact on whether one gets an
offer or not (from panels D and E). Referral method itself has no direct
effect on getting a second interview once one controls for place of first

' The effects of the two dummy variables for place of first interview, not reported in
the table, were 3.8880 and 2.8130 for placement department and upper management,
respectively, both significantly different from zero, and both being very strong effects.
Human resources department was the reference category.

** The effects of the two dummy variables for place of first interview, not reported in
the table, were 2.5773 and 2.2948 for placement department and upper management
respectively, both significantly different from zero, and both being very strong effects.
Human resources department was the reference category.

803



(LLLT) 9981
(¢871)  ,T€8¢€°C
(€L21)  L¥9€°C

(6180°T) 4979
(L090°'T)  80St
(zvSO'T)  #98¢

(o19¥)  £18¢°¢C
(Sost’)  .s0Le°T

(6291)  ,1L68°€¢

(IT01°)  £890°  (2901) ,7€06'T— (+OZT) €720°  (0880) €I¥0°  (6¥607) ¥660°  “'*" MILAINUI ISIY JO B[]
(08£0) z101°¢ (ThL0) L0068  (6460) ,SSLT'E (9¥L07) L0664  (TZLO) ,SPSOE ' iririrrrrirrirees suney
(0£20) ,L9L0°€ (L€L0) zzLs  (zv60) L9SST'E (0€L0) ,LTOS"  (9L907) €L€0°€ poyIoW [B119J9y
2+ Pued

(6£68)  ZSLOT  (8269) 096v'— (VISL)  9LI9"  (8z6¥)  829L— (SL¥S) 8SST— "7 MIIAINUI ISIY JO [
(S81S)  0£9T'— (PLL¥) €848 — (9S89) €8¢ (006¥) 8908 — (8¥9t) €ISy — "= uoreonpa 93y
(€118) 107 — (S€L¥)  8L19'— (€¥S9) LSt  (LSL¥) €928 — (9ZTH) ¥8LS— "7t POYIIW [B119]9
a”m Toueq

(9667) ,0S€0°F (soze) ,1€L0°9 (Seve)  O1SO'— (1987) ,8€L0°¢ "' " uonednpa 93y

(§£677) 7090t (6¥1€) ,80L6°S (80ve)  LZ10°— (Z08T) ,0TSO'S ' POYIRU (RIS
MH sA juswadeurw 1oddn

(z621) ,¥99¢°S (T9LT)  ,&¥10°0  (PTZT) ,T8LLT (61CT) 6487 " uoreonpa 93y

(r1o1)  ,LL06°¢  (08CT1) ,89LE°S (TeLr)  ,S686°S  (S6TT)  ,9¥6L'T (8911 L€LOE'S  poyjoul [eI1Idfy
qH sA uﬁvawudﬁnﬁ
an< T:Hmnm
9) () (2} (€) (2) (1) POpPPV A[[enuanbag sajqerre
kEliale) 1030e1U0) I9)INIOY Iunypesy reD poD puaLy
SnorAdIg sndwre))

9 ANV ¥ SET4V], NI AZJIAISNOD) STTIVINVA INIANIIA(] AL NO AOHLIN TVISIITY 40 SLOTLIY
6 ITdVL

804



S0°>d o«
or>d .
‘[opow J130] AIeUlq B WO} 218
SIJBWNSI 9], ‘MIIAIIUI PUOIIS B PIATIIAI ey} syuedijdde Jo 19sqns ay) Suowre ‘(0 =) jou 10 (] =) I9JJo qof © paaradal juedijdde ay) 19yIdYM ST d[qelreA Juapuada(] ,
‘[Ppow }130] A1BUI] B WO} dI' S3YBWNSI Y, (0=) Jou 0 (] =) 13330 qof e paAredal juedridde ay} Jayjaym s o[qerrea judpuada(] ,
‘[opow J130] AIRUI( B WOIJ 318 S9)RWNSd 9y [, (0=) JOU 10 ([ =) MIIAISUI Pu0odds © 103 juediidde ay) Iayoym s d[qeLreA juapuada(d ,
‘[9POW UOISS9I391 IBAUI[ B WOIJ 918 SIJRWIISI YT, ‘00T JO YSIY © 0} 0 JO MO[ B WO} SUNI OIYM ‘MITAIIUI JSIY T8 PIAIRIAI SULIRI 9y} ST A[qeLIeA juspuada(
‘Juawryredop $92Inosal
uewny 03 pasoddo se juowedeurw Joddn Ul SULLINIJO MIIAIIUI ISIY JO SPPO SIABIIPUL MH 'SA Judwedeuew Joddn, Juouniedsp s9dinosal urwiny 03 pasoddo
se Juawedop Juowadr[d Ul SULLINII0 MIIAIIIUL ISIY JO SPPO SANBIIPUL Y H 'SA JUIWIIR[J,, "2 9J0U ‘p 9B} 39S "MITAIIUL IsIY Jo 90e[d ST J[qeLre juspuada(] ,
‘sasojuared Ul UDAIS aaB SHS "9 pue ¢ saul ‘(q—¢ s[eued ‘g 9[qer) Ul Se S[OPOW JWES JY) WOIJ W0
(MITAIUL ISI JO doe[d,, pue Surjel, Ul S9)RWINS? 9y} ‘H—)) s[oued UuJ ‘S pue f soul] ‘y [oued ‘9 9[qe) UI SB S[OPOW JWES 9} WOIJ JWOD SI)BWISI  MIIAINUI ISIY JO
doed, pue ,uonednpa ‘a3e, ‘g [pued uy - [Pued ‘¢ I[qe) SB [9POW JWES I} WOIJ dUWI0D SIJBWIISI  UoneINpa ‘93w, ‘y [pued ul "q-y s[Eued ‘g 9[qe) Ul sk Jouuew
QWES 9Y) Ul PaIdJUA I SI[qRLIBA A} ‘J—g S[@ued Ul MOI [IBI U] "MITAINUI ISIY Jo ade[d 10] S[013U0d MO1 snoradld Y} Ul SI[BLIBA I} 0 SPPE , MIIAIIIUL ISIY
Jo 9ded,, ‘g—) UuJ ‘Sunel pue ‘uonedInps ‘93 ‘9oBI ‘Xas 10 S[OIJUOD POYIPW [RIIdJAI 9Y) 0} Sppe  Sunel, ‘44— U ‘ss[qeLieA snoiaaid ay) 03 MIIAIANUI Is1y Jo dde[d
10J S[O1JUOD SPPe  MIIAISNUT ISIY Jo dde[d, ‘g U] ‘uonedINps pue ‘98e ‘9dBI ‘X3S 10J S[OIJUOD POYIRAUW [BLIJAI 3Y) 0} SpPpe ‘uoneonps ‘93e, ‘g pue y spued jo mol
PU029s 3} U] "POYIAW [BIIIJAI I0] SI[QRLIBA AWWND Y} A[UO SOPN[IUI ,POYIOUW [BL1dJa1,, ‘[ued [IBd JO MOI JSIY Y} U] IXd) 39S BJep Jo uondudsap 10— TLON

(8967)  6£80°— (9127) 8€SO'— (SS¥T) 09¢Z'— (8L€7)  LI9T'— (€L1C) ISHPO'— (VLIT) €FLO— ~ ' MIIAIIUI ISIY JO e[
(e¥87) 79S0'— (€107) L£20'— ($21T) 9260'— (L81T) 1221'— (€I1Z) 60€0'— (IL6T) HLEQ — ~ " irirrirrirrrreees suney
(I18¢7)  0020°  (SL91) 9v10°  (€841) ZIe0'— (€08T) 8LZ0'— (29L1)  2L90'— (6091) T6¥0'— " *"*""'"'"" POYIRW [BLIJIY
+H [Pued
(I1¥977)  0vL0"  (8481) €7L0°  (€£L0T) STeP'T— (€S077)  £SZ0— (6081°) 890"  (Z€81) C€90° ' MSIAIIUI ISIJ JO B[]
(60vz)  ,¥€98'T (919T°) ,z€07°C (¥89T) TcLS  (8081) ,z0ST'Zz (0891) ,609L°  (ZLST) ,S91'c “*°° Cre Suney
(0¥zz)  ,£699'T (SPST) ¥916'T (8€91) ,¥S9Y (829T7) ,TL68'T (IZ9T) L6819  (L¥YI) ,SPYST """ POYIdUW [RLIJRY

»d [Pued

805



(Ls00)  0700'— (z¥00) ¢100'— (L¥0O) 8000 (9%007) 8170 (I1¥00)  T100°— (I+007) ,E€L¥0’ 7 AMJ1AIYUL 381G JO VB[]

(sS00)  8000'— (6£007) 1000 (1+00) 100" (£4007) 1£20° (I¥00")  ¥000'— (8€007) ,S8YO" "~ rrrrree suney

(§S00)  €000'— (8£00) T000'— (I¥00) ¢z00"  (Z¥00) ,£920° (1700  9100'— (L€00) ,L6%0° " poyIaul [eLIfY
5 [Pued

(9149)  69¢0'— (zzo6v) Lerz— (08€S)  6bey — (zezs)  170% (848%) T061'— (0Z8%) SOSE— ' MIIAINUI ISIY JO 3IB[]

(9159)  0STO'— (26SY) ¥88T'— (88L¥) €09¢— (S16%) CELE (zo8t")  L8LT'— (z6¥¥) 617 — i suney

(08%9)  0620'— (9SS¥) 897z — (94L¥) 819¢— (818%) 9ILE (8L¥¥) 6981 — (00%F) cSve— poylau [e119Joy
o+ [Pued

(90€0)  ¥Lz0'— (9720) 9670'— (1SZ0) 8S00"  (¥¥20) IS0’ (¢zz0)  €ze0'— (1220) #1207 T MIIAIUL ISIY JO B[]

(§620)  S6T0'— (8070) 8€10'— (0Z207) 8600 — (82207) LSYO (61207)  +€€0'— ($OTO) 06107 ~*rrriiiririees suney

(8990)  €0z0"  (TLb0)  99¥0'— (10SO7) 98TT°  (LOSO) ELSE (96v07) ,zz0z — (ZSv07) ,8€60° U poylau [el19Joy
o [Pued

(0900)  €100°  (S¥00) €000'— (0SOO)  SO00"  (8%007) ,T610° (¥¥00")  T100'— (£+007) ,ZT¥0’ T MIIATAUI ISIY JO 3IB[]

(85007  T100'— (I¥00) T000'— (#¥00) 4000"  (S¥00) ,Z610° (0¥00)  0100'— (0¥00) ,EIPO  *rirrrirrrrr suney

(8500)  €000'— (I¥00) ¥000'— (¥¥00) 9100°  (¥¥007) ,LCZO’ (€¥00)  6100'— (6€007) ,9zv0° "t poY}oul [B119Jay
-+ [Pued

(168z°'1) ¢1zr  (62v8) 99Lz°— (19¢6) TI611'— (28067)  L9T¢ (9418)  TIST'— (4£78) 9007 — *°° MIIAIUI ISIY JO 30B[]

(vese1) 9188 (TLLL)  6LTT (0128) 88€T”  (LO¥8) €6LT" (zv08)  L9¥0"  (1€SL) OLLz e suney

(oevz'T) 81€s”  (SS9L) 180T (1818) zSLT™  (886L) 68T (I186L) 11z0°  (S6zL) 9ssor v Poyjow [eL19§ay
n”m Tucmm

(10€0)  sszo'— (zzzo) S820'— (L¥z0) 8S00'— (0¥20)  +0€0° (6120 60£0'— (L1207) 9LI0'— '  MIIAINUI ISIY JO 3IB[]

(0620)  9870'— (S0Z07) 8I€0'— (LIZO) SOIO'— (¥2Z0) 0LZO (S1207)  Szeo'— (00TO) OTZO —  “*rrrrrrreeees suney

(€990)  S0z0°  (L9+0) Z9v0'—  (L6%07) ,LOLIT"  (£0S0) ,SS€¢ (z6¥0") €002 — (8¥¥07)  LZSO " POY3IaW [BLIJY
+V [Pued

(9) () () (¢) (2) (1) PapPPV
heliple) 1030BI13U0)) INIMNINY Iunypesy red roD pustig A[renpuanbag sa[qeLIeA
SNOIAdIJ snduwre))

8 ANV L SETAV], NI AZIAAISNO)) SATAVINVA INIANAJA(] LHOIH NO AOHLAN TvIIaddy A0 SLOALAY
0T 4TdV.L

806



S0°>d %
o >d .
‘[Ppou [[NQIdAN B WOIJ I8 SOJRWIISD Y], 9I9Y) Suryiom
POAI9SqO SB[ UdYM 10 danjaeddp 19Y 10 SIY 19Y310 pue Kurdwod 9y} 10§ Suryiom 3unre)s s,99K0dwo 9y} usamjaq pasde[d awm Jo Junowre Ay st Aqerrea yuspuada(d
‘[PPOW UOISSIZII IBIUI[ B WOIJ 918 SIBWIISI 9y ], ‘Ale[es June)s Jo WiLeso[ [eInjeu 3y} SI d[qelieA Juapuada(] 4
‘[9POW UOISS3I3a1 JBUI[ B WOIJ 918 SJBWNSI 9 ], 19§j0 ATR[ES [BIUI JO WYIILS0[ [BINJRU Y} SNUIW AIB[eS SUIIIE)S JO WYILIESO[ [BINJRU 3} SI 9[qrLIeA juapuada(] ,
‘[Ppowr 1130 AIeUlq B WOIJ I8 S9YRWISO Y], ((0=) J0U 10 (] =) Pajdodde sem I9JJo Y} Ioylaym s a[qerrea juspuada(g ,
‘[9POW UOISSIZAT JBOUI B WO dIB SAJBWNSD dY ], 1930 AIe[es [euy Jo WYjLIe30[ [BINJeU 9y} ST d[qeLrea juapuada( ,
‘[PPoW UOISSaIZa1 JBIUI[ B WOIJ I8 SIJRWIISI
9L, "9SBAIDUL UB PIALIIAIL JBY) 950U} SUOWE 19Jj0 AIe[eS [BIIUI JO WILIBSO[ [BINJRU 9} SNUIW I9JJO AIB[ES [BUY JO W{ILILIO[ [BINJRU 9Y} SI d[qRLIEA Juapuada(] ,
‘[9pow J130] AIBUIQ B WOIJ 918 SRS Y, "(0=) JOU 10 (] =) I9JJO [BIIUI 3y} UBY} L9331 SeM I9JJ0 AIE[ES [BUY 9} I9YIYM SI [qeriea juspuada(]
‘[PPOW UOISSIZa1 1BIUI[ B WOIJ I8 SIJRWIIS 9 ], 19JjO AIB[es [enIul Jo WYjLIe3o] [BInjeU 9y} ST dA[qerrea juapuada( ,
‘sesoyjuated Ul UIALS a1e SHS "9 Pue ¢ saul| ‘(J—V s[eued ‘g J[qe) Ul Se S[opow awes
9} WOJJ JWOD ¢ PUB 7 SAUI[ Ul SdJeWISd 3y} ‘H—4 s[ued u] ‘9 pue ¢ sour] ‘q—y S[eued ‘; 9[qe) UI SB S[OPOW JWES I} WOIJ AWOD ¢ PUB 7 SIUI[ UI SIJRWIS 9}
‘d-V s[eued uf ‘g pue / S3[qe) Ul SB I9UUBW JWES I} Ul PAIIIUD 9B SI[qeLIRA 9] [dued (OBd U] "MIIAINUI ISIY Jo 90e[d 10J S[OIJU0D 7 MOI Ul SI[QBLIBA U} 0} Sppe
«‘MATATANUT 381 JO dde[d, ‘¢ MmOy ‘Surjel pur ‘UOTIBINPA ‘938 ‘9IBI ‘X3S 10] S[OIIUOD POYIRAUW [BIIAJAI 3Y) 0] SPPR ‘Sunel, ‘7 MOy "POYISW [BLI3Ja1 10] SI[qeLIeA Awwnp
9} AJUO Sapn[Ul ‘POYIOW [BLIAJAL,, ‘T MOY ‘[9POUW UOISSAIZAI 9y} 0) pappe A[[enjuanbos are sa[qerrea ‘eued yoea uJ ‘1x9) 99s BJep Jo uonduosop 10, —IALON

(88¥€7)  ,STEST  (€9b€) 879 T— (69€Y) 89471 (£v0S) ,8607°7— (94T€) €18 — (VOVE) ,TTC6'C— ' MITAINUI ISIY JO ddv[]
(LsT€)  L0609'T  (PIT€) vOLV'T— (1842) ,6S9S'T (008+) ,9S0T°Z— (£01€) ZI8F'— (8STE) ,LZE8C— *wirirrrirees Suney
(9STE)  LTLEOT  (8€TE) ,L96€T— (2087) ,0CZIST (289+) ,9660°7— (060€7) 720S'— (6€0€) ,90bLC— **"''"''"" POYIOW [BIIDJNY
+H [Pued
(82€07)  Sz¥O'— (€¥207) LSZ0'— (1L20) T€00'— (¥9707) ,LTSO"  (6£207) OFZO'— (8€707) STE€O"  ''" MITAINUI ISIY JO dB[]
(9v£0)  1ev0'— (z20)  +970°— (9£20)  SL0O'— (S¥CO) 9T1SO°  (¥2Z0) €¥20'— (¥LZO) SO€OT it Suney
(81200  ¥STO'— (90507) T12SO'— (I¥SO) ,SLIT (L¥SO) bbSE”  (€£907) ,TL07°— (S8Y0) ,8060°  "*"''"''"" POYIOW [BIIDJY

D [PUed

807



American Journal of Sociology

interview. It also has no effect on getting an offer once one controls for
whether a second interview was received, nor did place of first interview.”!

Table 10 gives the same kinds of estimates for postoffer outcomes, but
now for the eight dependent variables in tables 7 and 8. It is organized
in exactly the same way as table 9, where lines 2 and 3 for each dependent
variable correspond to lines 5 and 6 for each dependent variable in tables
7 and 8.

In panel A, referral method has strong effects on initial salary offer,
when no other variables were controlled. However, controlling for the
other variables, referral method has numerically small effects, in the range
of 1%—-3%, and none is significantly different from zero. In panel B, there
is a small impact of referral method on whether an increase was received
or not between initial and final offer. The coefficients are numerically
small and for the most part not statistically significant from zero. In panel
C, those being referred by a friend and by a headhunter, as was the case
for 67.7% and 5.0% of those with offers, received salary increases that
were 4% and 2% higher than those with other referral methods. In panel
D, for final salary offer, it was somewhat higher among those who were
referred by a friend or a headhunter. Those two groups had larger salary
increases between initial and final offer and also come out better than
the other groups in final offer. In panel E, referral method has effects of
moderate size but nonsignificant on whether the offer was accepted or
not. In panel F, the impact on the amount of increase between initial
salary offer and starting salary among those accepting the job offer is the
same as on the amount of increase between initial and final salary offer
presented in panel B. In panel G, the effects on the starting salary among
those accepting the job offer are for all practical purposes the same as
on the final salary offer presented in panel D.

In panel H, the effects of referral method on the departure rate are
very strong. Those being referred by a friend, a headhunter, or as a
previous contractor are all considerably less likely to leave than those
referred by other methods, and the effects of the three variables are sig-
nificant. It is useful to illustrate the magnitude of these effects. If, after
controlling for the other variables, 10% of those who were referred by an
ad leave within one year, then, according to line 3 in panel H, 0.6% of
those referred by a friend, 1.1% of those referred by a headhunter, 31.5%
of those referred by a campus recruiter, and 2.2% of those having been

*! Place of first interview had no impact on any of the other dependent variables
reported in panels B and E of table 9 and panels A—H of table 10, its effects being
small in size and always insignificant. Controlling for place of first interview also did
not change the effects of sex, race, or referral method, except in panels C and D of
table 9. This can be seen in the last line for each dependent variable in tables 9 and
10 (or tables 4, 6-8).
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a previous contractor do so (using eq. [9.35] in Petersen [1995, p. 467]).
These are very strong effects.

In summary, the method of referral starts a “causal chain.” Referral
method has a strong impact on place of first interview, with strong effects
of personal and professional networks as well as of being referred by a
headhunter. Place of first interview in turn has a strong impact on whether
a second interview is received, but referral method itself has no direct
impact once place of first interview is controlled. Whether a second in-
terview is received has a tremendous impact on whether one gets an offer,
and neither referral method nor place of first interview has an effect once
whether one got a second interview was controlled. In the subsequent
stages of the hiring process, the referral method works mostly by damp-
ening the effects of the race variables. But it also has some effects on the
initial salary offer, on the increase between initial and final salary offer,
and hence on the final salary offer.

DISCUSSION

The hiring process is perhaps the single most important node in the em-
ployment relationship for employees and employers alike. It is a complex
process with many subnodes or stages. It involves agents that often are
physically apart, the employer and hiring officials on one side, the job
seeker and his or her families on the other, parties that rarely know each
other well, who have limited information about what the other party does
and thinks. Even at the simplest level, hiring involves three distinct stages.
The recruitment process concerns how applicants are attracted, through
ads, personal networks, and so forth. Next comes the offer process, which
includes deciding to whom to extend offers—which often requires exten-
sive interviewing—and, when an offer is to be made, some negotiation
about its terms. Then follows possible renegotiations to elicit a better,
final offer, obtained by 97% of those receiving offers in the company
studied here.

We analyzed the hiring process in a midsized high-technology organi-
zation, using information on 35,229 applicants in the period 1985-94. For
gender, the process is entirely meritocratic: Age and education account
for all gender differences. But even without taking into account the two
meritocratic variables, there are small if no differences between men and
women at most stages in the hiring process. The exception is in the initial
and final salary offer, where men on average get 11% higher salaries, a
difference that drops to less than half of a percentage point and nonsig-
nificance once age and education are taken into account.

For ethnic minorities the process is partly meritocratic but partly about
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social networks, both personal and professional, and to some extent in-
fluence by headhunters. When all one controls for is age, education, and
rating at first interview, the race effects are strong. This is especially so
on likelihood of getting a second interview, which is very important for
whether one gets an offer, but also on the amount of increase in salary
between initial and final offer. But once referral method is taken into
account, all race effects disappear. The extent then to which ethnic mi-
norities are disadvantaged in hiring is in the precontact stage. They lack
access to or utilize less well the social networks that lead to high success
in getting hired. This is in line with survey evidence showing that some
of the gap between blacks and whites can be attributed to differences in
access to or efficacy of information networks (see Granovetter 1995, p.
151). We have a clear case of a disparate racial impact as opposed to a
disparate-treatment situation.

It is really the social network variables that are important, as only 3.6%
of applicants and 5.0% of those with job offers were recruited by a head-
hunter, whereas the central avenue into the organization through personal
and professional networks accounts for 60.4% of applicants and 80.8%
of those receiving offers. The role of networks is primarily compositional,
not a question of differential impact of networks by race because all race
effects disappear once their distribution on networks is taken into account.

This is decidedly not an “old boys network.” What we observe is an
overwhelmingly “white young girls and boys network” to which especially
blacks but also other minorities have less access, men and women alike.
If a dividing line is to be drawn, it is not men against women, but whites
on one side and ethnic minorities on the other.

For women then, and also for minorities once network ties are taken
into account, the organization corresponds to the perception that “the
high-tech industry is one of the world’s purest meritocracies. ‘If you’re
good, you get hired,” says David Ellington, cofounder and CEO of the
black Internet service NetNoir, ‘and on the whole that makes Silicon
Valley less racist than the rest of society’” (Jacoby 1999, p. 25).

Even though the race effects are clearly discernable and statistically
significant when no control is made for referral method, they are sub-
stantively small, on most outcomes, except on place of first interview and
on getting a second interview. For example, for final salary, the differences
are 1%—2%, not 10%-15%. Given the total absence of gender effects,
what is remarkable and unfortunate is not the size of race effects, which
are small, but that there are any at all.

Why is it that the two network types, personal and professional, and
being recruited by a headhunter, have such strong impacts on success in
the hiring process? For the social networks, it is unquestionably the quality
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of the information they yield that counts.”? Either someone already in the
company can vouch for you, through personal networks, or you have
already done a job for the organization, as a previous contractor, a pro-
fessional network, which also supplies useful information. It is however
the personal network that has the more enduring effect. Why is that so?
Perhaps because a friend in the organization often also is a professional
colleague through common or similar education or experience, thus know-
ing in more detail one’s qualifications and perhaps only encouraging an
application when perceiving it could be met with success? Perhaps because
a previous job may have been accomplished by varying degrees of success
or quality as perceived by the organization and thereby making contact
as previous contractor on average less efficacious?

A headhunter’s job is to identify especially promising prospective em-
ployees. One should expect the average quality of applicants recruited by
headhunters to be considerably above that of other applicants. We did
not find so for the rating done in first interview. We did however find
consistent positive effects of being headhunted on subsequent outcomes
in the hiring process.

Beyond the importance of social networks for hiring, and especially
how minority groups but not women are disadvantaged in that respect,
a final central finding is the importance of the initial screening process.
Place of first interview and whether one gets a second interview strongly
affect whether one gets an offer. Most racial differences are found here,
and this is also where the social networks have their strongest impacts.

How representative is this organization? Perhaps one might have to
search for some time to find as fair an employer? This is something which
is difficult to know and which at present we cannot know. In all likelihood,
this organization is typical of other midsized and large organizations,
especially in high-technology and probably many service industries, for
example, banking and insurance. We know of only one other study of
hiring in contemporary organizations using data on the entire applicant
pool with a focus on gender and race (Petersen et al. 2000).”* It reported

*?In all likelihood, recruitment through social networks is informationally efficient,
but it may lead to less diversity than desirable because one may end up with hires
who are socially and professionally too similar. Wanting to represent different view-
points in an organization, perhaps to challenge the status quo, even to promote cre-
ativity, relying less on networks and more on other methods of recruitment may lead
to better outcomes.

** Additionally, there is the creative study by Goldin and Rouse (2000) of hiring into
eight major American symphony orchestras. It covers a long period, late 1950s through
1995, with most of the data from 1970 and later, but it gives little detailed evidence
on the situation during the last 10 years, those probably most advantageous to women.
This is an unusual labor market. There is also the study of an insurance company in
1981 in Kirnan et al. (1989).
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on 6,421 applicants, 80.6% female, and 357 hires in a large female-dom-
inated service organization in the State of California in 1993-94. It also
found that there are absolutely no differences between men and women
in likelihood of getting hired. To the extent there is a difference, it is to
the advantage of women. As in the present organization, especially blacks
are at a disadvantage, but no information was available on networks in
that study. Fernandez and Weinberg (1997), in a study of the role of social
networks in hiring, also report the effects of sex on the probability of
getting a job offer. They analyzed hiring into entry-level positions in a
large bank in 1993-95 and found small and positive effects of being female
on the probability of getting an offer. Also in this organization, there is
definitely no disadvantage to being female. Their study, unlike the present
one and the one discussed above, focused exclusively on entry-level po-
sitions. Across these three studies, the organizations cover the entire spec-
trum from female- to male-dominated in terms of sex composition of their
applicant pools, from 25% female in the present organization, to 50% in
Fernandez and Weinberg (1997), to an entire 80% in Petersen et al. (2000).

These three studies provide the bulk of the evidence available on the
role of gender in access to positions at the time of hire in modern corporate
America. Assuming, probably quite safely, that they are representative of
practices in midsized and large U.S. organizations, one may conjecture
that women have achieved equality with men in the hiring process, in
much the same way as the struggle for equal pay for equal work seems
to have been won (Petersen and Morgan 1995). Less well understood is
the role of promotion in creating differences between men and women,
including possible lack of access to higher positions, known as the glass-
ceiling problem. More well documented is the low pay in female-domi-
nated occupations, which has been addressed in studies of comparable
worth (e.g., England 1992).

One may object that researchers only get access to data on firms with
fair hiring practices. We think this is not the case. First, these firms are
never randomly sampled, nor did they spontaneously offer their data to
us. We get access usually through a network tie well placed in the firm,
with whom we work over a long period to access the relevant data. Second,
as we learned from showing our results to employees in the firm, com-
panies rarely know much about what goes on, about the extent to which
they are fair or not. Third, the objection, while not racist, definitely reflects
a Eurocentric bias. Consider the reasoning behind it: Since we did not
find any gender differences, we must have studied a fair employer. But
this is not a company free of trouble. It is just free of gender trouble,
antisceptically so. It does however have race issues, which are reflective
of the social structure of the broader society.

In our theoretical analysis, we discussed how the hiring process is where
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one should expect most differential treatment between men and women,
for a number of reasons, as also pointed out by other researchers (e.g.,
Bloch 1994; Epstein 1992). But this is not what we found, and it is time
again to heed Sherlock Holmes’ admonition: “It is a capital mistake to
theorize before one has data. Insensibly one begins to twist facts to suit
theories, instead of theories to suit facts” (Doyle 1986, vol. 1, p. 212). And
now, having seen the data from three case studies, each with the same
unambiguous conclusion, we may also have to accept another of Holmes’
dicta: “It is an old maxim of mine that when you have excluded the
impossible, whatever remains, however improbable, must be the truth”
(Doyle 1986, vol. 1, p. 428). In the present case, this translates into the
surprising conclusion: Currently, women probably face no disadvantages
in the hiring process in midsized and large U.S. organizations. So now
we need to revise our conceptual apparatus. We can start by asking why
the hiring process, which on conceptual grounds seems so fraught with
and open to subjective assessments, differential treatment, and bigotry,
currently, at least in midsized to large organizations, appears to be so
overwhelmingly nondiscriminatory against women? Obviously we cannot
satisfactorily resolve this question here. But we can speculate whether
some of the extensive legal efforts by the Equal Employment and Op-
portunity Commission (EEOC) have had their desired effects. The EEOC
has put forth a number of high-profile cases involving hiring. Perhaps
most famous was the 12-year case against Sears, Roebuck and Co., where
the trial itself lasted 10 months (e.g., Epstein 1992, pp. 385-91). The EEOC
failed in the suit, Sears was acquitted, but the “retailer spent an estimated
$20 million and at one point employed 250 full-time workers merely to
respond to document demands” (Olson 1997, p. 226), the case producing
a trial record of more than 19,000 pages. This is a legal climate where
being charged, even if eventually acquitted, can be exceedingly costly.
One conjecture then is that these well-known costs of even being incor-
rectly charged, make midsized and large employers very careful in their
hiring processes.

On the wider significance of these three consistent sets of findings, we
can at present nevertheless only speculate. Due to the complexity of the
process and the difficulty of assembling the relevant data, one cannot
reach the kind of closure in conclusions for hiring as one can for wages,
for which Petersen and Morgan (1995) found virtually no wage gap within
jobs. Men and women who do the same work for the same employer are
paid the same. What is not speculation, however, is that no matter its
representativeness or lack thereof, it is only through such focused studies
that we will be able to assemble and assess the relevant data for gaining
insight into the hiring process. One needs to sample the decisions made
by the agents possibly executing the discriminatory acts, and then infor-
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mation on the entire set of applicants over which the decisions are taken,
sampling both sides of the market. Sample surveys of job seekers and
employees cannot accomplish this. They yield no information on all ap-
plicants to the same jobs with the same employer, so one cannot compare
rejected to accepted applicants. Likewise, studies asking employers about
their recruiting practices do no better, because one does not get infor-
mation about the entire applicant pool they face.

What we found—much to our surprise, contrary to our prior notions,
through considerable quantitative toil resembling the detective’s meth-
ods—is that there is absolutely no disadvantage to being a women in these
processes, and once account has been taken of position in network struc-
ture, there is no disadvantage for ethnic minorities either. The list of
meritocratic factors is short: age and education. The list of network factors
is equally short: personal and professional. So in this singularly clean and
well-lit case, it can all be reduced to meritocracy and social networks.
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