MIT
Libraries | D>pace@MIT

MIT Open Access Articles

How Do Employers Use Compensation
History? Evidence from a Field Experiment

The MIT Faculty has made this article openly available. Please share
how this access benefits you. Your story matters.

Citation: Barach, Moshe A. and John J. Horton. “How Do Employers Use Compensation History?
Evidence from a Field Experiment.” Journal of Labor Economics, 39, 1 (October 2020) © 2020
The Author(s)

As Published: 10.1086/709277
Publisher: University of Chicago Press
Persistent URL: https://hdl.handle.net/1721.1/129809

Version: Final published version: final published article, as it appeared in a journal, conference
proceedings, or other formally published context

Terms of Use: Article is made available in accordance with the publisher’s policy and may be
subject to US copyright law. Please refer to the publisher’s site for terms of use.

I I I .
I I Massachusetts Institute of Technology


https://libraries.mit.edu/forms/dspace-oa-articles.html
https://hdl.handle.net/1721.1/129809

How Do Employers Use
Compensation History? Evidence
from a Field Experiment

Moshe A. Barach, University of Minnesota Carlson School
of Management

]ohn J- Horton, Massachusetts Institute of Technology Sloan School
of Management and National Burean of Economic Research

We report the results of a field experiment in which treated employ-
ers could not observe the compensation history of their job appli-
cants. Treated employers responded by evaluating more applicants
and evaluating those applicants more intensively. They also responded
by changing what kind of workers they evaluated: treated employers
evaluated workers with 5% lower past average wages and hired workers
with 13% lower past average wages. Conditional on bargaining, workers
hired by treated employers struck better wage bargains for themselves.

I. Introduction

The economic problem of hiring is conceptually straightforward: the firm
compares the marginal increase in revenue from a worker’s labor to what
they will have to pay to obtain that labor (Oyer and Schaefer 2011). What
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makes this problem challenging from the firm’s perspective is that a worker
is an “experience good,” so the employer has to make an inference about
productivity, relying on whatever signals are available (Spence 1973; Holzer
1987). As such, there are good reasons for an employer to be interested in a
job applicant’s past wages. Ina competitive labor market, a very recent wage in
a similar job is approximately the worker’s marginal productivity—precisely
what a would-be employer is interested in learning (Kotlikoff and Gokhale
1992; Altonji and Pierret 2001; Lange 2007; Oyer and Schaefer 2011; Kahn
and Lange 2014). Knowing an applicant’s past wage could also usefully in-
form the firm’s bargaining strategy, affecting what initial offer to make and
how to respond to the worker’s proposals (Nash 1950; Binmore, Rubinstein,
and Wolinsky 1986).

Perhaps as a consequence of the usefulness it has to employers, half of
workers in the United States report that their current employer learned their
wage from their previous job (Hall and Krueger 2012). More than 80% of
workers in the United States report that if their employer learned their past
wage, they learned it before extending a job offer. Despite the apparent use-
fulness of compensation history information to employers, there is a public
policy concern: access to past wage information can potentially create a path
dependence in wages, impeding wage growth, particularly for women and
disadvantaged minorities.

In this paper, we report the results of a field experiment in which treated
employers in an online labor market could not observe the compensation
histories of their applicants, whereas control employers could. The compen-
sation history for an applicant is the collection of hourly wages for all on-
platform contracts started or completed by that applicant at the time of
application.!

Our empirical focus is on how the absence of compensation history infor-
mation changed the hiring process. We are particularly interested in whether
the treatment affected (1) the extent and intensity of information acquisition
by employers, (2) the attributes of the workers evaluated and ultimately hired,
(3) wage bargaining, (4) whether employers made a hire, and (5) the match
quality if a hire was made.

Much of the empirical literature on information in hiring comes from au-
dit studies. The information about particular candidates is manipulated, and
the key outcome is typically the characteristics of workers who are called
back or hired (Goldin and Rouse 2000; Bertrand and Mullainathan 2004;
Autor and Scarborough 2008; Dobbie et al. 2016). Although the intent of
some information-removing policies is to counteract discrimination, a po-
tential downside is that they may encourage a reliance on other signals,

! We use the terms “employer” and “employee” or “worker” for consistency with
the economics literature, not as a commentary on the legal nature of the relation-
ships created on the platform.
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which in turn might harm the very workers the policies are designed to help
(Shoag and Veuger 2016; Agan and Starr 2017; Doleac and Hansen 2018;
Craigie 2020). Furthermore, removing information might potentially cause
a reduction in hiring altogether if the process becomes too costly relative to
the expected benefits.

In our experiment, we find that without access to applicant wage histories,
employers responded by enlarging the pool of applicants they considered,
with treated employers evaluating about 7% more applicants. They also eval-
uated those applicants more intensively, asking more—and more substan-
tive—questions. In short, treated employers responded to their information
deficit primarily by acquiring more of their own information. We find no
evidence that treated employers put more weight on other individual worker
productivity signals available to them, such as past feedback scores, past mar-
ket experience, and so on, although our estimates are generally imprecise.

In addition to causing more extensive and intensive evaluation, the treat-
ment also changed what kind of workers were evaluated and eventually hired.
Although treated employers evaluated workers with only slightly lower past
wages, workers hired by treated employers had about 13% lower past average
wages. The observed preference for lower-wage workers—which we refer to
as “bargain hunting”—is consistent with the framing of the hiring problem
found in the personnel and labor economics literatures (Oyer and Schaefer
2011). The treatment made low-experience/low-wage-bid workers seem like
better “deals” relative to high-experience/high-wage-bid workers, as firms
with less information infer that the workers have productivities closer to the
mean. This, of course, raises questions about what would happen in equilib-
rium—a consideration we will discuss at length.

For job openings in which a hire was made, we measure the extent of bar-
gaining by comparing the initial proposed wage bid of the worker to the
wage that was ultimately agreed on. We find no evidence that the treatment
affected the probability that bargaining occurred, but we find evidence that
when bargaining did occur, workers hired by treated employers struck a
more favorable wage bargain—they were offered and accepted wages that
were 9% more of their initial bid compared with those workers bargaining
with control employers.

Given the less favorable wage bargain struck by treated employers who
still made a hire, a natural concern is that a greater fraction of treated em-
ployers might decide to forgo hiring altogether rather than pay higher wages.
Treated employers might also “drop out” earlier, deciding not to evaluate
anyone given their lack of compensation history information. This concern
was not borne out in the experiment, as treated employers were more likely
to make a hire. Furthermore, there is no evidence that treated employers had
worse contractual outcomes, although our estimates are imprecise.

We presentall of our results using the full sample, but we do find evidence
of heterogeneous effects. In particular, we find that all of our effects are
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stronger for employers that stated, ex ante, they were willing to consider less
experienced, less proven workers. These employers are willing to screen more
applicants and show a greater willingness to hire less experienced workers
when they lack compensation history information. This heterogeneity is im-
portant, as it suggests that different kinds of employers might be differently
impacted by policies restricting the use of compensation history information.

A natural question is whether employers would continue to acquire infor-
mation as in the experiment when compensation history is available again.
Creating a panel of employers whose activity spans the experimental period
and the return to the preexperimental status quo, we compare experimental
behavior to postexperimental behavior. We find that when treated employ-
ers regained access to compensation history information, they revert to their
previous degree of information acquisition. This implies that employers do
not perceive the increased screening costs borne during the experiment as
being worth the cost savings. However, removing wage history information
could be justifiable from a social welfare perspective, given that there are
likely positive externalities to more screening and hiring of relatively less ex-
perienced workers (Tervié 2009; Pallais 2014).

A limitation of our experiment s that workers did not know that their past
wage histories might be hidden from certain employers. In an equilibrium in
which the lack of employer access to compensation history was common
knowledge, workers could respond to employer behaviors in many ways,
such as altering which jobs they apply to or how they present themselves
to employers. In our setting, in which workers are the first to bid, relatively
low-wage workers might adjust their wage bids up, and relatively high-wage
workers might adjust their bids down. This would reduce the experimental
bargain-hunting effects we found and instead turn it into a price effect. We
explore this possibility with a structural model of hiring, finding that bid ad-
justments would be exceedingly modest. However, future work looking at
entire markets would help alleviate this partial equilibrium concern, and in-
deed some is already emerging (see Hansen and McNichols 2020).

Our paper is a contribution to a larger literature on the role of information
in the hiring process. It is the first paper that we are aware of that directly
explores the role of compensation history in hiring. It also analyzes a true
experiment, which is rare in a literature that has mostly been observational,
at least with respect to removing whole classes of information rather than
just whether an applicant has some attribute (as in audit studies). A feature
of this paper that differentiates it from the larger literature on information in
hiring is that we document the importance of endogenous information ac-
quisition as an employer response to an information deficit.? Endogenous

2 Kuhn and Shen (2013) find that firms’ idiosyncratic gender preferences can be
overridden by factors such as greater incentive to search broadly for the most qual-

ified candidate.
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information acquisition could be an important margin of adjustment in other
contexts but would typically be overlooked, as it is often hard to measure.
This finding highlights an advantage of our online setting.

The experiment is timely in the sense that it approximates policies that are
being implemented—or are under active consideration—in several conven-
tional labor markets. For example, both New York City and Philadelphia
recently passed laws that prevent employers from asking candidates about
past compensation.’ To the extent that our results generalize to these set-
tings, these policy proposals would have the intended effect; they would help
relatively less experienced workers get their foot in the door (our bargain-
hunting results) and perhaps help those workers obtain a better wage bar-
gain (our bargaining results) without reducing hiring (our finding of more
hiring in the treatment group). Early evidence is consistent with our results;
using a synthetic control approach, Hansen and McNichols (2020) find a
substantial increase in the female-to-male wage ratio following a salary his-
tory ban in California.

The rest of the paper is organized as follows. Section II describes the em-
pirical context. Section II presents the experimental design. Section IV pre-
sents the results. Section V concludes.

II. Empirical Context

The context for our experiment is an online labor market. In online labor
markets, employers hire workers to perform tasks that can be done remotely,
such as computer programing, graphic design, data entry, research, and writ-
ing (Horton 2010). Online labor markets differ in their scope and focus, but
common services provided by the platforms include publishing job listings,
hosting user profile pages, arbitrating disputes, certifying worker skills, and
maintaining feedback systems.

There has been some research that uses online labor markets as an empir-
ical context. Pallais (2014) conducted a field experiment to demonstrate how
much value employers place on past on-platform work experience. Gilchrist,
Luca, and Malhotra (2016) explore the effects of higher wages on output us-
ing a field experiment. Stanton and Thomas (2015) show thatagencies (which
act as quasi firms) help workers find jobs and break into the marketplace.
Barach, Golden, and Horton (2020) demonstrate how platform incentives
influence the information employers use in making selections, and Barach
et al. (2019) investigate how employers use machine learning algorithms in
hiring. Agrawal, Lacetera, and Lyons (2016) investigate which factors matter
to employers in making selections from an applicant pool and present some
evidence of statistical discrimination; their paper also supports the view of

* “Philadelphia Is About to Ban Employers from Asking Potential Hires about
Their Salary History,” Fortune, January 20, 2017 (http://fortune.com/2017/01
/20/philadelphia-wage-history-employee-salaries/).
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employers selecting from a more or less complete pool of applicants rather
than serially screening. Horton (2019b) reports results from a large-scale min-
imum wage experiment.

A. Transacting on the Platform

The process for filling a job opening on the platform is qualitatively sim-
ilar to the process in conventional labor markets. First, a would-be employer
creates a job post.* An employer chooses a job title, writes a job description,
and labels the job opening with a category (e.g., “administrative support”)
and required skills. Additionally, employers choose a contractual form
(hourly or fixed price).

Employers also must choose their relative preference for price and quality
by selecting from one of the following options: entry level (“I am looking for
workers with the lowest rates”), intermediate (“I am looking for a mix of ex-
perience and value”), and expert ( “I am willing to pay higher rates for the
most experienced workers”). The employer’s “vertical” preference selection
is shown to would-be applicants.®

Firms presumably tailor their hiring to attract the employees who gener-
ate the most match-specific surplus for the task at hand. Drawing on the as-
sortative matching in the labor markets literature (Rosen 1982; Sattinger
1993), we take firms” ex ante vertical preferences for price and quality as a
signal of the project’s importance. Firms that indicate that they are looking
for entry-level labor are revealing that the projectis not essential and they are
willing to accept some risk that the task is not completed. We will make use
of these employer vertical preferences when exploring heterogeneity in the
effects of the treatment.

Once the employer submits his or her job opening, it is reviewed by the
platform and then posted publicly to the marketplace. Would-be applicants
generally learn about job openings via electronic searches. Potential appli-
cants can see the details of the job opening as well as some information about
the associated employer. If the worker chooses to apply, he or she submits a
wage bid (for hourly jobs) or a total project bid (for fixed-price jobs) and a
cover letter.

Employers can also seek out workers themselves, inviting workers to ap-
ply to their opening. To help employers find and evaluate workers, the plat-
form hosts worker “profiles.” A profile page shows details about the work-
er’s work history on the platform, skills, education, availability to take on
more work, and other information that he or she wants to share.® A worker
also lists his or her “profile rate,” which is an hourly wage. Although it is

* Employers also choose whether to make it public or private. Public jobs can be
seen by all workers on the platform, while only invited applicants can see private jobs.

> See Horton and Johari (2015) on the effects of this feature on applicant sorting.

¢ See Horton (2019a) on the importance of worker capacity information on the
probability of match formation.
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self-reported, itis usually close to the typical wage that the worker earns, and
employers consider it when deciding who to invite to their openings. The
profile rate is a useful measure for our purposes, as it is recorded even if
the worker has no work history on the platform. Furthermore, unlike aver-
age past wages, the profile rate is not dragged down by wages from jobs
completed far in the past.

After applying, the applicant immediately appears in an interface the em-
ployer has for tracking applicants. This interface shows the applicant’s bid,
name, picture, self-reported skills, and a few pieces of platform-verified in-
formation, such as total hours worked and average feedback rating from pre-
vious projects (if any). For these past projects, employers could, historically,
see how many hours the worker worked on that projectand, critically, his or
her past wage. We will discuss how the treatment affected their ability to see
this information when discussing the experimental design.

Employers can screen applicants by asking questions and organizing in-
terviews. After this screening, employers can decide to make an offer (or of-
fers). Although employers typically extend an offer at the same wage as the
worker’s original wage bid, about 11% of workers in the control group are
hired at a wage lower than the proposed wage because of back-and-forth
wage bargaining.

Once hired, hours worked are recorded using platform-provided soft-
ware that workers install on their computers. At the conclusion of the con-
tract, both parties give a reason for ending the contract (typically that the
project was completed successfully) and provide both written and numerical
feedback about each other.

III. Experimental Design

The experiment was conducted in late 2014 by the platform. All employ-
ers who posted a job opening during a 14-day period were allocated to the
experiment. The unit of randomization was the individual employer. All al-
located employers were assigned to either the treatment group (n = 2,974)
or the control group (n=2 948) If an assigned employer posted an addi-
tional job opening, this job opening also received the treatment a551gnment
of the initial job opening. However, we use only the first job opening by
each employer in our analysis, as the treatment could have affected the prob-
ability of posting additional openings or the characteristics of any subse-
quent job opening.

We also restrict the sample to hourly job openings, as the bidding and hir-
ing process of fixed-price jobs is qualitatively different. Our sample is fur-
ther restricted to only public jobs, which any applicant could bid on.” The

7 As arobustness check, we run our analysis on private jobs, which are composed
only of applicants expressly invited by the employer with whom the employer pre-
viously worked. There are no treatment effects on private jobs.
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change in the interface available to employers was not explained to treated
employers; the interface simply changed.® Applicants to job postings were
not aware of the experiment and, hence, the possibility that the employer
might not have access to their past on-platform compensation history. Given
that this compensation history is visible to workers on their own profiles—
and that it was historically available to employers—most workers presum-
ably applied believing it would be available.

To assess balance, the means for a collection of prerandomization attri-
butes with respect to job opening characteristics, employer characteristics,
and the composition of the applicant pool are shown in section A.3 of the
appendix (available online). The experimental groups are well balanced, which
is unsurprising given that the software used to allocate employers to treat-
ment cells has been used many times and has proven reliable.

A. Employer’s View of the Applicant Pool
and Measures of Screening

A stylized representation of the employer’s evaluation interface for an
hourly job opening is shown below. Note that the employer can see the ap-
plying worker’s name, hourly rate wage bid, average feedback rating, and
on-platform experience, measured in hours of work completed. Critically,
there is no information in this interface about the past hourly wage earned
by the worker.

Name Hourly Wage  Stars  Hours  Country
Ada H. $6.15/hour 4.5 123 UK
Paul H. $8.27/hour 4.2 89 India

From this list, employers could “view” an application by clicking on it.
An employer viewing an application would see that applicant’s past work
history. How this work history was presented differed by the employer’s
treatment assignment: in the control group employers could see the past
hourly wage associated with each past job held by the worker, but in the
treatment group they could not. For example, a work history item for an ap-
plicant would be presented to a treated employer as follows:

Job title: Lead data scientist
Contract type: ~ Hourly

Total: $451.34

Time: December 2014 to present

However, a control employer viewing the same applicant would see the
following:

8 We monitored employer discussion forums (which are generally not very ac-
tive), and there was almost no discussion of the experiment. One employer did post
about it, and others responded suggesting it was most likely a bug.
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Job title: Lead data scientist
Contract type: ~ Hourly

Hourly wage: $17.00

Total: $451.34

Time: December 2014 to present

Note that the control employer could see that the worker worked at
$17.00 a hour, but a treated employer could not. Treated employers could
not circumvent this restriction by searching for the worker and finding
his or her information elsewhere on the platform—the employer’s treatment
assignment restricted access to this information everywhere.

We measure whether an applicant was “viewed” by the employer, sent a
message by the employer (i.e., “called back”), asked a question by the em-
ployer, or (planned to be) interviewed by the employer “face-to-face” by
scheduling a video teleconference session. To illustrate different measure-
ments, consider an employer who received six applications:

Name Wage Bid Stars ~ Hours Worked Country
Molly M. $10.13/hour 4.6 563 Philippines
Ada H. $6.15/hour 4.5 123 UK

Eliot G. $6.10/hour 4.1 20 Russia
Julia M. $7.16/hour 4.3 75 us

Paul H. $8.27/hour 4.2 89 India
Emma G. $7.16/hour 43 75 us

The employer clicked to learn more about Paul, Julia, and Molly, so the
number of applicants viewed is three. After learning more about those three
applicants, the employer also sent a message to Paul and Julia, making the
number messaged just two. A message in this context can be thought of as
an invitation to interview for a job opening, similar to a call back in the audit
study literature.

Employers communicate with applicants through a platform-provided
messaging system. All of the messages back and forth between one employer
and one applicant are considered a message thread. We searched these mes-
sage threads for a number of measures of employer evaluation and con-
structed indicator variables of these measures: (1) setting up a face-to-face
meeting by exchanging Skype IDs, (2) ending a sentence with a question
mark, and (3) starting a sentence with a question word (i.e., “when,” “where,”
“why,” or “how”).

Returning to our example, let us say that the employer’s message to Julia
was the following:

Hi Julia—Nice application, looking forward to working together!

This message does not have a question word, a question mark, or any at-
tempt to set up a face-to-face meeting. In contrast, consider a message to

Paul:
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Table 1

Per-Opening Summary Statistics for the Control Group (n = 2,948)

Statistic Mean SD Min  Median ~ Max

Applicants 35.105  43.296 0 22 639
Workers invited to apply 3.668  21.230 0 0 1,007
Invited workers who applied 1.414 4.504 0 0 175
Organic applicants 33.691  43.036 0 20.5 639

Applications viewed 7.321 9.257 0 5 122
Organic applications viewed 6.671 9.014 0 4 116
Organic applicants messaged 1.797 3.684 0 1 91

Organic applicants “questioned” 1.121 2.050 0 0 36

Organic applicants interviewed face-to-face .890 1.890 0 0 23

Applicants hired .580 1.039 0 0 26

Note.—This table reports summary statistics on the applicant pool characteristics and employer evalu-
ation of their applicant pool in the control group. All reports are on a per-opening basis. For example, the
row labeled “Applicants” reports statistics on the total number of applicants who applied to the job. “In-
vited” workers are those who the employer sought out and asked to apply for the opening. “Organic” ap-
plicants are workers who applied without being invited. An application is “viewed” if the employer clicked
on a worker’s application to learn more about the applicant.

Hi Paul—I"m interested in your application. Do you have much experience
with my kind of project? When did you last use Python? My Skype ID is
x12889—please get in touch to schedule an interview.

In the case of the message to Paul, we would have a question mark, a question
word (“when”), and a Skype ID exchanged to set up a face-to-face meeting.’

B. Summary Statistics on the Hiring Process

Summary statistics on hiring and screening in the control group are pre-
sented in table 1. On average, 35 applicants apply to each job opening, and 1
of these applicants is invited to apply to the job by the employer, leaving
about 34 “organic” applicants who apply to ajob without being invited. Em-
ployers only view seven of the applications submitted to the job by organic
applicants and only message (i.e., call back) about two of these applicants.

Turning to the interviewing phase, employers specifically ask at least one
question to about 62% of the applicants they message. About half of appli-
cants who are messaged are asked to conduct a face-to-face interview, at
least as measured by appearance of the Skype keyword. On average, this hir-
ing process leads to about 40% of job openings posted being filled within
6 months of being posted (on average 0.58 applicants are hired, as some jobs
hire more than one applicant). This is not dissimilar to the traditional labor
market—only 44% of a sample of conventional jobs were filled within
30 days, and it is suspected that many of these openings are never filled."

? In sec. A.5 of the appendix we conduct further analyses that investigate the na-
ture of the messages (i.., simply coordinating logistics or asking probing questions).

19 Report by Centre for Economics and Business Research (http://press.indeed
.com/wp-content/uploads/2015/01/Time-to-fill-jobs-in-the-US.pdf).
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IV. Results

We will present experimental results chronologically with respect to the
hiring process, going from initial screening to posthire contractual outcomes.
Aswe have a true experiment, we will always present results as simple means
comparisons at the job opening level, although when it is useful, we will also
use regression.

A. Employer Evaluation and Information Acquisition

Although the treatment does not affect the employer’s initial view of the
applicant pool, a treated employer might decide to click on (or “view”) more
or fewer applicants after observing less information from each applicant he
or she views. In the top panel of table 2, labeled “Measures of Employer In-
terest,” we can see that treated employers on average view another 0.45 ap-
plications from a baseline of seven applications per opening, or about 7%
more applicants than in the control.

In our experimental context, the equivalent of an interview callback is the
employer messaging an applicant. In table 2, in the panel labeled “Measures
of Employer Evaluation/Elicitation,” the means for several outcomes are re-
ported. Treated employers called back about 7% more applicants, although
this estimate is imprecise and not conventionally significant. Treated em-
ployers ask at least one question (as measured by a question word) to an ad-
ditional 0.15 applicants per job opening, which corresponds to a 13% in-
crease in the number of applicants questioned. The increase in questioning
as measured by the presence of a question mark is similar in magnitude.

As the information acquisition outcomes are counts of applicants, we can
potentially gain more precision from a regression with the appropriate link
function, so we estimate a Poisson count regression

¥ = NBo + B WaceHIsTHID; + Xy + ¢), 1

where y; is some outcome of interest, WAGEHISTHID; is the treatment indi-
cator, and X; is a collection of prerandomization job opening and employer
characteristics.! We plot the coefficients on WaGeH1sTHID; in figure 1. For
each point estimate, a 95% confidence interval is shown. For each outcome,
we plot the coefficient using the full sample (labeled “Pooled”) and for each
of the three employer vertical preference levels (labeled “Beginner,” “Inter-
mediate,” and “Expert”).

Reassuringly, the regression coefficients shown in figure 1 for the pooled
sample give marginal effects similar to those found in the means comparison:

"'We control for the category of the job opening, prior jobs billed by the em-
ployer, the amount of money the employer has previously spent on the platform,
the number of applications to the job openings, the number of recommended ap-
plications to the job opening, the average bid, and an indicator for whether the em-
ployer requested specific skills.



Table 2

Effects of Hiding Applicant Compensation History on Various Outcomes

Control Treatment Difference % Change

Viewed

Messaged

Questioned (word)
Questioned (mark)
Face-to-face scheduled

Bid amount

Profile wage rate
Average 6-month wage
Minimum 6-month wage
Maximum 6-month wage
Previous hours worked
Prior billed jobs

Average feedback

Hire made?

Hourly wage rate
Feedback (1-10)
Contract rated a success?

Bid amount

Profile wage rate
Average 6-month wage
Minimum 6-month wage
Maximum 6-month wage
Previous hours worked
Prior billed jobs

Average feedback

Any bargaining?
Wage-to-bid | bargaining

Measures of Employer Interest (No. of Applicants per Job)

n = 2,948 n = 2,974

6.67 (.17) 7.12 (.18) 45 (24)F 6.76

Measures of Employer Evaluation/Elicitation
(No. of Applicants per Job)

1.80 (.07) 1.93 (.07) 13 (.10) 7.09
1.12 (.04) 1.27 (.05) 15 (.06)* 13.40
1.19 (.04) 1.31 (.05) 12 (.06)** 10.14
89 (.03) 95 (.04) 06 (.06) 6.30
Characteristics of Called-Back (i.e., Messaged) Applicants

n = 6,530 n = 6,725
12.85 (.33) 12.40 (.29) — 46 (44) —3.55
12.86 (.30) 12.36 (.26) — .50 (.40) ~3.86
11.09 (:29) 10.56 (.25) —.53(38) —4.78
8.93 (.24) 8.53 (.21) —40(32) —451
14.11 (40) 13.36 (.31) —.76 (.50) —537
1,107.33 (46.57) 1,072.50 (36.68) —34.84 (59.28) -3.15
27.62 (.93) 26.73 (.79) —.90 (1.22) —3.24
470 (01) 471 (01) .00 (.01) 08

Job Opening Outcomes
40 (.01) 43 (.01) 03 (.01)%* 7.23
12.29 (44) 10.93 (36)  —1.35(56)*  —11.01
8.79 (.12) 8.91 (.10) 12 (.15) 1.38
59 (.02) 61(.02) 02 (.03) 3.65
Characteristics of Hired Applicants

n = 1,520 n = 1,744
11.77 (.35) 1053 (47)  —1.25(58)**  —10.59
12.05 (.34) 11.03 (48)  —1.02 (59)* —8.47
1033 (.38) 9.00(43)  —133(57)**  —12.87
8.36 (.34) 710(38)  —126(51**  —15.08
13.11 (49) 1.71(55)  —1.39 (74)* ~10.64
1,140.67 (57.99) 1,252.57 (85.72)  111.90 (103.49) 9.81
3590 (1.75) 3433 (150)  —1.58 (2.30) —4.39
472 (01) 471 (.02) —.01(.02) — 20

Wage Bargaining | Hire Made

13 (.01) 12 (01) —.01 (.02) —8.04
88 (.03) 96 (.03) 08 (.04)* 9.22

Note.—This table reports means errors across experimental groups. Sample sizes are reported inline for
most outcome categories. When the sample size differs within category of outcome, they are reported be-
low. The sample size for evaluating whether there was a hire is 2,974 treatment jobs and 2,948 control jobs.
The sample sizes for evaluating wage rate and whether there is any bargaining is 907 treatment jobs and
842 control jobs. The sample sizes for evaluating feedback is 604 treatment jobs and 547 control jobs.
The sample sizes for evaluating the change in wage-to-bid ratio is 105 treatment jobs and 105 control jobs.
Next to each mean, standard errors are reported in parentheses. The “% Change” column is the percentage
change in the treatment relative to the control. Asterisks indicate p-values for a two-sided -test of the null
hypothesis of no difference in means across groups.

* p<.10.
** p <.05.
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treated employers called back 9.2% more applicants, used at least one question
mark in 12.1% more message threads (and atleast one question word in 15.6%
more message threads), and set up 8.2% more face-to-face interviews as did
control employers. While economically meaningful, the effect on the number
of face-to-face meetings set up is borderline insignificant in the pooled sample.

Turning to the employer vertical preference subsamples, we can see that
the overall increase in information acquisition in the treatment is primarily
driven by employers interested in hiring low- and medium-expertise appli-
cants, with no evidence of a treatment effect for employers with high vertical
preferences.'? In fact, when restricting the sample to employers interested in
hiring beginner applicants, the effect on the number of face-to-face meetings
set up is significant at the 10% level.

The effects presented so far are all extensive margin effects, but we are also
interested in intensive margin effects—that is, did treated employers evalu-
ate the applicants they called back differently? Although we know the treat-
ment changed the quantity of applicants called back, we can still test whether
employers engaged in more evaluation on a per-applicant basis by estimat-
ing the following application-level logit model:

yi; = logit ' (8o + BiWaGEHISTHID; + Xy + ¢)|CALLEDBACK;; = 1, (2)

where y;; is some outcome for applicant 7 to job opening j, such as whether
he or she was asked a question, and X;; is a collection of prerandomization
job opening and applicant characteristics.'” The sample is restricted to appli-
cants the employer called back.

Figure 2 plots odds ratios from applicant-level logit estimates of equa-
tion (2), both for the entire sample (again labeled “Pooled”) and each of the
vertical preference tiers. Coefficients are exponentiated to be interpretable
as odds ratios. The left panel of the figure reports estimates for the question
marks, the center panel reports odds ratios for question words, and the right
panel reports odds ratios for face-to-face meetings set up.

As with the extensive margin estimates, treatment effects appear to be
concentrated among employers with low and medium vertical preferences.
For example, employers with low vertical preferences are 1.51 times more
likely to question an applicant they message (using the “question words”

12 Another margin that employers could react would be by directly asking appli-
cants about their past earnings. Additional analysis, which is available from the au-
thors, shows that treatment and control employers do not differentially ask about
“wage[s],” “earn[ing—s],” or “rate[s]” in messages to applicants.

13 'We control for the category, prior jobs billed by the employer, the employer’s
prior amount spent on the platform, the number of applications to the job open-
ings, the number of recommended applications to the job opening, an indicator
for whether the employer requested specific skills, the log of the applicant’s bid,
the log of the applicant’s tenure, the number of prior jobs worked by the applicant,
and the applicants’ prior feedback.



.OEEEO vﬁﬁ.mﬁ.?ﬁw ST MLSwm wﬁ\ﬁu WO UOISIaA MO~OU VvV .wﬁ.m\who“:.i woﬁoﬁumﬁGOu %G6 MOW ﬂvvwﬂ 21 SIOLID ﬁh.ﬂuﬂwum umBﬂO\T\wﬁoﬁm.ﬂuovﬁmOuuuom .\Aﬁwu.mh.m
-dos u@ St dnoid QUEDMDWOMQ [eonIoA uo%Oﬁ&EQ LONU uwﬂu HQDUNO ﬂANV EOC,N_QTD WO uoneuwnss uﬂu ut ﬁumﬁ Se awres OJH 9Je S[OI11U0d TQN ~®@OE DJ,H.
.uoﬁwhowv.ﬁm [eonJoA @OHMO&QM w«HQ%OMQEQ oY1 .\AL ‘QuowleaIy o1 pue Eomummﬂﬁvod EOCNEMOMEM wO %ummﬁoﬁi uoomioq Qmﬂwﬁodudﬁv.u o3 smoys
OMSM@ ST T, .mwoﬁuhuwo.amm [EonIoA h@%OT@E@ \AQ ‘saanseawr QO%&&STUN QOMHNE.HOWQM Qmm.ﬂwg QAISUIUT UO juauIIeaI) oyl wO SIFA—"C OIJ

T
Q
-~

oljey sppO pajewisy

-Gl

-r0¢C

dn jas Bunssiy (spiom) pauonsanp (sy4ew) pauonsand




208 Barach/Horton

measure). In contrast, employers with the highest vertical preferences show
no treatment effects. Across groups, there is no evidence of an intensive mar-
gin difference in face-to-face interviewing.

One potential explanation for the treatment effect on information acqui-
sition being limited to employers who are looking for entry-level and, to a
lesser extent, intermediate-level workers is that the value of locating and hir-
ing a suitable worker is already high enough that those employers seeking
expertlabor are already engaging in higher levels of information acquisition.
It is also possible that employers looking for entry-level workers are closer
to the “no-surplus” margin described by Clemens and Wither (2014). When
the treatment reduces cheap information, these employers now need to ac-
quire more information to be willing to make a hire.

B. Characteristics of Called-Back Applicants

In the absence of compensation history information, treated employers
might change the kind of applicants they evaluate. The panel in table 2 la-
beled “Characteristics of Called-Back (i.e., Messaged) Applicants” compares
the mean characteristics of applicants who are called back, by experimental
group. The workers called back by treated employers had lower wage bids,
lower profile rates, and lower past wages, although these differences were
not, taken one by one, statistically significant at the 10% level. However,
the effects are all directionally the same— called-back workers in the treat-
ment bid about 4% less, had 4% lower profile rates, and had 5% lower av-
erage past wages. All effects are consistent with treated employers evaluating
applicants who have a greater potential to be a bargain.

To study how these effects differ by employer’s vertical hiring prefer-
ences, we estimate an applicant-level selection model,

CALLEDBACK;; = B, + B; log(PROFILERATE;;) + 8, WaGeHISTHID;
+ B; (log(PROFILERATE;;) x WaGEHISTHID) (3)
+ 6;‘)j|VIEWEDi’]‘ = 1,

for the whole sample as well as for the three employer vertical preference
tier subsamples.

Figure 3 plots the predicted probability of being called back versus the appli-
cant profile rate for both treatment and control, with separate panels for the em-
ployer’s vertical preference type. In the leftmost panel, which shows results for
the full sample, we can see the treatment shifting callback probability toward
workers with relatively lower profile rates). In the low (“Beginner”) and me-
dium (“Intermediate”) vertical preference panels, we mostly see a shiftin eval-
uation toward workers with relatively lower profile rates, whereas in the high-
est tier we simply see slightly less hiring of workers with the highest profile
rates.
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210 Barach/Horton

C. Probability of Hiring and the Characteristics of Hired Workers

Treated employers could have abandoned their job openings if their infor-
mation deficit lowered the expected value of hiring below their reservation
value. However, we find the opposite, with employers being somewhat more
likely to make a hire. In the panel of table 2 labeled “Job Opening Outcomes,”
we see that the treatment increased hiring by about 3 percentage points, from
a baseline hire rate in the control group of 40%.

As we saw in section IV.B, called-back applicants in the treatment have
slightly lower past wages, albeit not significantly so. However, this bargain
hunting is much more evident in hiring. The panel labeled “Characteristics
of Hired Applicants” in table 2 shows the strong shift toward workers with
lower past wages in the treatment group: their hourly wage bids were nearly
11% lower, and average past wages were about 13% lower."* These differ-
ences are substantially larger than the differences in mean attributes of the
called-back applicants.

Although the bargain-hunting effect is sizeable, as we noted earlier, the
treated group did have about a 7% higher fill rate, so some of the decrease
in the average past wages could be a composition effect due to these addi-
tional filled job openings. However, it is impossible for the change to be
purely due to the additional filled job openings, as marginally filled jobs
must have applicants with negative past wages to achieve a 13% reduction
overall in past wages.'®

We might suspect that in the absence of compensation history informa-
tion, employers would put more weight on other available signals, such as
total past earnings, tenure on the platform, past feedback, and so on. We
fit a model of employer hiring on the basis of observable characteristics
and find no evidence that the weight put on various attributes differed by
employer treatment status. However, many of the point estimates are quite
imprecise. This analysis is in section A.2 of the appendix.

D. Prevalence and Outcome of Wage Bargaining

Although workers make the first wage offer, employers are free to make a
counteroffer, which the worker can then counter, and so on. We can measure
the extent of this bargaining and see to what extent bargaining explains the
decline in hired worker wages. We consider two aspects of wage bargaining:

4 We found no indication that treated employers were more likely to hire some-
one they had worked with in the past. However, this would be quite rare in our
data, because if an employer already knew someone, they would have likely just
contacted him or her directly with a private job opening, and we do not include pri-
vate job openings in our sample.

!> The marginally filled jobs would need to average past wages of negative $8.68
per hour for the 13% reduction in past wages to be entirely driven by the increased
fill rate, which is impossible.
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(1) whether any bargaining occurred among hired workers, as measured by a
difference between the hired wage and what the worker initially proposed,
and (2) the outcome of the wage bargaining, as measured by the ratio of the
realized wage to the bid. In table 2, the panel labeled “Wage Bargaining | Hire
Made” reports means for both measures in the treatment and control. There
is no strong evidence that the treatment caused a change in the fraction of
worker/employer pairs who negotiate, but there is some evidence that hired
workers in the treated group strike better wage bargains, conditional on
bargaining.

Given that we know that the treatment encouraged the hiring of lower-
wage workers, this could simply be a selection effect if lower-wage workers
typically have better bargaining outcomes. In a regression framework, we
can potentially control for these composition changes as well as see whether
bargaining effects are concentrated among relatively lower-wage workers.

First, we recapitulate the means comparison results in column 1 of table 3,
estimating

ANYBARGAINING; = 3, + 3, WAGEHISTHID; + ¢|HIRED; = 1. (4)

As expected, the coefficient on the treatment indicator is essentially a precisely
estimated zero—there is no evidence that the treatment affected the prevalence
of bargaining. From the constant term, we can see that for about 11% of filled
job openings in which a hire was made, bargaining does occur. In those cases,

Table 3
Effect of the Treatment on the Existence and Outcomes
of Hired Worker Wage Bargaining

Dependent Variable
WaceToBipRaTIO
ANYBARGAINING
1) 2) 3)
Wage history hidden, WaceHIsTHID —.005 .089%* 2817%%
(.016) (.043) (122)
LPR .008
(.034)
WaceHisTHID x LPR —.093*
(.054)
Constant .108%** 836%%* .818%#*
(012) (.029) (.083)
Observations 1,424 150 150

Note.—This table reports regressions where the outcomes are measures of bargaining. In col. 1, the out-
come is whether any wage bargaining occurred. The sample is restricted to employers who made a single
hire. In cols. 2 and 3, the outcome is the ratio of the realized wage to the initial wage bid. The sample for
these two regressions are only those hires for which some bargaining occurred. Heteroskedasticity-robust
standard errors are reported in parentheses. The top and bottom 0.5% of wage-to-bid ratios are dropped.
LPR = applicant profile rate in logs.
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we can look at whether the wage bargain is affected by the treatment, subject
to the selection caveats described above. Column 2 reports an estimate of

WaGETOBIDRATIO; = (B, + 3, WAGEHISTHID;
®)

+ | ANYBARGAINING; = 1.

The coefficient on the treatment indicator is positive and significant, with
the treatment increasing the wage-to-bid ratio by about 9%, from a baseline
ratio of 0.84.

Given that the treatment increased employer interest in relatively low-
wage workers, we might suspect that bargaining effects are concentrated
among those workers. In column 3, we interact the treatment indicator with
the applicant’s log profile rate. The effects on the interaction term are nega-
tive and conventionally significant, implying that workers with relatively
low wages saw the largest increase in their bargained wage. We can also
see this in the larger coefficient on the WaGeHIsTHID; indicator. The coef-
ficient on the log profile rate is a precisely estimated zero, which undercuts
the selection concern thatlower profile workers simply have better bargain-
ing outcomes on the ratio measure (which would be a concern given that the
treatment causes bargain hunting).

E. Contract Outcomes

The treatment induced employers to hire workers with lower past average
wages. If past wages simply reflected productivity, then we would expect
more hours worked if project sizes remained the same but an unchanged wage
bill. If these hired workers were “worse,” this might have reduced the quality
of the work the employer received. This in turn might create less employer
surplus, although it could be offset by the lower wage bill. We do not directly
measure employer surplus, but we do have some reasonable proxies.

In the panel labeled “Job Opening Outcomes” in table 2, we report means
for (1) the “private” feedback score, which was a rating on a scale from 1 to
10 and made only to the platform and (2) whether the employer rated the
completed contract a success, which is a binary indicator. These two feed-
back measures perhaps most closely map to surplus, as they are less subject
to strategic misreporting (Filippas, Horton, and Golden 2019).

It is important to note that for these outcome measures we are condition-
ing on filled jobs. This both introduces selection concern and means the
sample is smaller. We have only 5,922 job postings, and given that more
than half of job postings are not filled, we are left with 2,715 jobs eligible
to provide feedback. Furthermore, the baseline percentage of employers
who actually leave feedback on completion of a job is not 100%. These ca-
veats aside, both outcome measures in table 2 are higher in the treatment,
although the effects are far from conventionally significant.

We expand our collection of contractual outcomes in table 4, estimat-
ing effects using linear regression and adding several prerandomization
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Table 4
Effect of the Treatment on the Employer’s Subjective Measures
of Contract Outcomes

Dependent Variable
Log(Hours Feedback Public  Private Bonus
Billed) Left  Feedback Feedback Given Rehired
M ) G *) ©) (6)

Wage history hidden -.010 —.002 .001 .002 935  —.003

(.021) (077)  (056)  (115)  (4.623) (.015)
Constant 2.603%%* 467 4.691%%%  9.935%%% 3550 .110

(.105) (377)  (160)  (.095)  (3.675) (.076)
Employer-level covariates Yes Yes Yes Yes Yes Yes
Assignment-level covariates Yes Yes Yes Yes Yes Yes
Observations 1,851 1,851 1,002 1,095 1,672 1,848

Note.—This table reports regressions where the outcome is a measure of the employer’s subjective eval-
uation of the contract. The sample is restricted to fill job openings where feedback was left. In col. 1 the
outcome is an indicator for whether the employer left any public feedback. In col. 2 the outcome is the
log of the number of hours billed on the job. In col. 3 the outcome is the z-score for the public feedback
score left by the employer on the employee’s performance. In col. 4 the outcome is the z-score for the pri-
vate feedback score left by the employer on the employee’s performance. In col. 5 the outcome is an indi-
cator for whether the employer left the worker a bonus. In col. 6 the outcome is an indicator for whether
the employer rehired the worker for a later job. Covariates included are category indicators, the number of
prior jobs the employer filled, the number of prior jobs the employer and worker completed together, and
total job billings.
p<.05.
w5 p < 01,

controls.’ The outcomes are (1) the number of hours the applicant billed
on the job; (2) the numerical public feedback the employer left for the worker
(scale of 1 to 5); (3) the numerical private feedback on the worker (reported
only to the platform; scale of 1 to 10), also standardized; (4) the dollar amount
of any bonus left for the worker; and (5) whether the worker was rehired
by the employer after completing the job.

Each of these measures is not without some complications in interpreta-
tion. Changes in hours worked could reflect hiring a more productive worker
(which would tend to lower hours worked), but if these same workers are
hired at a wage lower than their marginal product, the employer might ask
for more work to be completed. Asiitis, in column 1 we see that there appears
to be no evidence of a change in hours worked in the treatment, although the
estimate 1s imprecise.

Before presenting the feedback measures, in column 2 we first report a
regression where the outcome is whether any feedback was left. Importantly,
the treatment does not seem to have any effect whatsoever on the feedback
response rate. In columns 3 and 4, the outcome is the public and private feed-
back scores. There is no evidence of a difference by treatment assignment;
both point estimates are very close to zero, with the private feedback measure

16 We add controls for the number of prior contracts the employer billed, the
number of times the employer has worked with this specific contractor, and the cat-
egory of the job.
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now being closer to zero compared with what we observed in table 2. In col-
umn 5 and 6, the outcomes are bonuses and rehires. As with our other re-
sults, there is no evidence of a difference by treatment assignment. The to-
tality of the evidence is that matches were not detectably better or worse in
the treatment group.

F. Is Limiting Information Efficient
from the Employer’s Perspective?

If treated employers enjoy lower wages and no worse contractual out-
comes, might they change how they screen going forward, after the exper-
iment? The answer presumably depends on the cost of the added screening.
We answer this question using a difference-in-differences design by com-
bining our experimental data with data from a postperiod in which the plat-
form reverted to the preexperimental status quo.

We have two time periods: ¢ = 0, corresponding to the period when the
experiment was active, and ¢ = 1, corresponding to the period after the ex-
periment ended. We can then estimate

Vi = Bo + BiWaGeHISTHID; + 85t

(6)
+ Bs(WaceHIsTHID; X £) + X,y + ¢,

where y;, is one of the measures of intensive search used previously onjobjin
time period ¢, WAGEHISTHID; is the treatment assignment of the employer
posting job opening j, and X; are prerandomization job characteristics.'
Our sample consists of employers who also posted a job with 1 month after
the experiment ended. This sample is necessarily smaller, and to the extent
that the treatment affected an employer’s probability of posting a subse-
quent job opening in the postperiod, the sample could be selected, although
we have no evidence that this was the case.

The coefficient on WaceH1sTHID, should be similar to the experimental
estimates, subject to the caveat that the sample is only those employers post-
ing jobs in both periods. If the change in employer screening behavior
persisted after the experiment, then the coefficient on (WaGeHISTHID; X 1)
should be zero. If instead the employers revert, the point estimate on the
interaction term should have the same magnitude but opposite sign as the
coefficient on WaGEHISTHID;.

Table 5 reports estimates of equation (6) using quasi maximum likelthood
Poisson regressions with heteroskedasticity-robust standard errors. In gen-
eral, the point estimate on the treatment indicator is similar to the experimental

!7 Controls include the category of the job opening, employer’s prior jobs, em-
ployer’s prior spending, the number of applications to the job, the number of rec-
ommended applications to the job, a skill-requested indicator, and the average ap-
plicant’s bid.
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estimates, although it is less precise (as expected). In columns 1 and 2, we see
some evidence that treated employers reverted to evaluating smaller pools in
the postperiod, although the estimates are imprecise and smaller in magnitude
than the treatment effects.

The coefficients on the interaction WAGEHISTHID x ¢ in columns 3 and 4
are negative and significant, indicating that treatment employers revert in
the postexperiment period. The effect sizes are large enough that the exper-
imental effect is completely undone, although the effects are imprecise
enough to make strong claims unwarranted. It appears that the up-front costs
of more screening do not seem to be worth the potentially better match and
lower wage. In short, in the absence of the experimental intervention, we can-
not rule out that employers return to their status quo screening strategies.

V. Discussion and Conclusion

This paper demonstrates how employers react when compensation his-
tory is removed. They respond primarily by acquiring more information,
expanding their evaluation on both the extensive margin and the intensive
margin. We find no evidence that they simply abandon their search or rely
more heavily on other signals. There is no evidence they ultimately form
worse matches. The strongest finding of the paper is a marked shift toward
evaluating and hiring lower-wage workers.

Our findings suggest that policies that limit employer access to compen-
sation history would more or less have the intended effects, benefiting those
with relatively low wages. These workers would benefit from being more
likely to be evaluated by employers and perhaps also by being able to strike
a better wage bargain. However, we also show that not all employers are
equally pliable with respect to whom they consider: employers with entry-
level vertical preferences were the employers who responded with more in-
formation acquisition and a shift in hiring.
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