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Abstract: Most of the literatures on the relationship between appearance and income show more attractive people gain higher salary than others. However, they neglected the difference between above-average and strikingly beautiful, as they combine these two groups. In this paper, we found beauty as a signal of ability, especially human skills, its positive effect peaks among the people whose looks are above average, instead of strikingly beautiful. The data shows people who are regarded as above average gain the highest salary, which is higher than the most attractive people. This result will help us know more about the aesthetics in the labor market.
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I. Introduction

Aristotle said that personal beauty was a better introduction than any letter. Everyone has his heart in beautiful things, this makes beauty a scarce resource. Appearance influences many aspects of daily life, for example income, occupation, etc. In this study, we focused on appearance’s impact on income. Hamermesh and Biddle (1994) offer the first study of the role of beauty on the labor market, they distinguish three sources of the wage gap between the attractive and the unattractive, i.e., employer discrimination, customer discrimination, occupational crowding. They found employer discrimination is the most important reason that leads to beauty premium. As they use combine the group whose appearance is above average and the group whose appearance is strikingly attractive, their result shows the more attractive, the higher earning.
Other studies are also based on this assumption (i.e., the more attractive, the higher earning). Hamermesh et al. (2002) studied the simultaneity among beauty, beauty spending, and wages. They used simultaneous equation model to examine the impact of beauty spending on appearance, and found the impact of beauty spending on beauty is positive, but the marginal effect decrease. Much of the beauty spending seems to be consumption instead of investment. Among the Experimental Economic studies, Mobius and Rosenblat (2006) discovered there are three sources of beauty premium, i.e., the visual and oral stereotype channels and the confidence. They show significant beauty premium when excluding the effect of self-confidence in the experiment. Andreoni and Petrie (2008) use a repeated public goods experiment to identify beauty premium, so that people can examine and modify the expectation from stereotype based on beauty. They found beauty premium becomes beauty penalty if providing information on contributions. 
On the other hand, many evidences show beautiful is not always good. For example, the most attractive people are more likely to be rejected in the interpersonal communication (Dion et al.，1978). Eagjy et al. (1991) found beauty is correlated to negative expectations sometimes, e.g., attractive people are regarded as less likely to succeed in some cognitive tasks, not honest, less likely to care for others, not modest, and etc. Agthe et al. (2012) shows people who are strikingly beautiful will be at a disadvantage if they encounter decision-makers who are the same sex. Although these researches didn’t aim at the relationship between beauty and income, they lead to some questions, e.g., as the effect of beauty is not always positive, whether its negative effect will influence income either?
This paper focused on the relationship between beauty and income. We intend to examine whether the most attractive people earn more than other people. The next section introduce the hypothesis that most attractive people earn less than people whose looks are regarded as above average, in other words, the more attractive, not necessarily the higher earning. We interpret how beauty influence income based on beauty’s role of signaling. The third section shows the data we use and the results of the empirical work. The last section is the conclusion. 
II. The Mechanism Between Appearance and Income 
  The major hypothesis of this paper is that there is a threshold, if one’s appearance is below this threshold, then more attractive appearance leads to higher income; however, if one’s appearance is above this threshold, then more attractive appearance leads to lower income. The threshold is above average looks. In other word, the most attractive people earn less than the above-average people. The relationship between beauty and income just like a high-heeled shoe, which is shown in Figure 1.
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Figure 1. The relationship between beauty and income.

  The role of beauty on income just like that of high-heeled shoes on ladies. As we all know, high-heeled shoes make women charming. But, the height of the heel shouldn’t be too higher or too low. If the heel is too high, it will hinder the walk; if the heel is too low, it can’t help to make the lady graceful. Therefore, there is a threshold of the heel. For brevity of terms, the hypothesis in the beginning of this section can be called high-heeled curve.
Hamermesh and Biddle (1994) proposed there were three sources of beauty premium, productivity, employer discrimination, and occupational crowding. That’s not complete. First, discrimination not only includes employer discrimination, but also includes employee discrimination, and customer discrimination. Second, occupational crowding is the result rather than the reason for the beauty premium. It is one of the results caused by productivity and discrimination. Actually, there is self-selection when the beauty selects occupations. Thus, the three sources of beauty premium are not independent. Third, we can extend the effect of appearance. Appearance is not only the physical looks, it can also reflect one’s communication skills, negotiation skills, cooperation skills, and etc. This paper extends the role of appearance as a signal of human skills in the labor market.

  Signal can help us reduce the uncertainty in economic activities. Spence (1973) proposed Signaling Theory that education is a signal of ability. As the cost of education is negatively related to ability (or say productivity), employers can speculate the ability of workers under the help of education. However, education can only reflect one’s professional skills. Therefore, we use appearance as a signal of human skills for complement.

  The relationship between beauty and income can be interpreted in two areas, preference and signal, to interpret. Firstly, beauty as a preference, is the nature of human. More specifically, we can divide preference into two parts, pure preference and discrimination. The former represent nun-economic aesthetic characteristics, i.e., not leads to income gap. The later represent unequal pay for equal work, e.g., wage discrimination, employ discrimination, customer discrimination, employee discrimination, etc. If the wage of attractive people is different from that of the unattractive people, despite their same effort in the work, then there is discrimination. However, if people regard beauty as a scarce resource, then it will become a productivity which leads to higher income. For example, people work in arts, reception desk are often more beautiful than people in other occupations. In real life, we can’t distinguish the channels of discrimination and productivity very clearly.
  Secondly, we regard appearance as a signal of ability, which reflects one’s human skills
. In the modern society, team work is increasingly popular. Therefore, human skills, including cooperation skills, communication skills, become pivotal in the production and management. However, employers can’t observe employees’ human skills directly. As a result, just like education reflects the professional skills, personal appearance can be a signal that reflects one’s human skills. Thus employers use appearance to select employees whose human skills are more significant. The reasons why we can regard appearance as a signal of human skills, are the stereotype based on looks, and the self-fulfilling prophecy. Stereotype based on looks makes people believe the human skills of the plain people are worse than attractive people. Self-fulfilling prophecy means that as people all prefer to communicate with attractive ones, they (i.e., the attractive) are more confident, and improve their communication skills and negotiation skills. The more communication opportunities improve their verbal ability as well. These positive effects of appearance are shown in curve AB in Figure 1. In brief, beauty not only makes people more attractive, but also improves their abilities (Eagjy et al., 1991). Therefore, appearance can be regarded as a signal of ability.
  Although appearance is a signal of human skills, it doesn’t mean the more attractive the higher human skills. Striking beauty plays a negative role in the development of human skills. First, beauty has negative effect on the interpersonal relationships. People prefer to the one who is similar to them (McPherson et al., 2001), because similarity can strengthen the trust, and reduce the transaction cost (Glaeser et al., 2000). Krebs and Adinolfi (1975) found people who are strikingly beautiful are less likely to be accepted by the people who are the same sex. Anderson and Nida (1978) show attractive people are considered less clever than the homely. In the interpersonal communication, the most beautiful people are often rejected (Dion et al.，1978). Nonetheless, people who are plain are more likely to be ignored, this is harmful to their interpersonal relationships and communications either. Thus, neither the plain people nor the strikingly beautiful people are at advantage in human skills. They are the people with above average looks that possess the richest human skills. Second, beauty has negative effect on the evaluation. The halo effect of beauty hides personal characteristics. Forsterling et al. (2007) found people often attribute others’ success to their beauty rather than intrinsic qualities, if they are the same sex. Marlowe (1996) showed beauty might be an obstacle in the management positions for women. While in the positions where the majority is male, beautiful female are more likely to be rejected as there are regarded as incompetent. Johnson et al. (2010) also found beauty is an obstacle in some masculine occupations, e.g., engineer. Third, beauty has negative effect on the personal development. As the attractive people can rely on their appearance, they neglect their development of other abilities. They are also arrogant. These negative effects of beauty increase with their appearance, thus the most beautiful people gain lower salary. It is shown in curve BC in Figure 1. Therefore, people who have the highest human skills are not the most beautiful, but the above average people. This is the difference between aesthetics in the labor market and that in pageant. In the labor market, employers use beauty as a signal of human skills to recruit workers. So the winners are the people whose looks are above average instead of strikingly beautiful, the former gain the highest salary. Then, we can see the curve between beauty and income is increased in the beginning and then decreased, see curve ABC (i.e. high-heeled curve) in Figure 1. The previous literatures focused on curve AB, while this paper pay more attention to curve BC which represents the effect of striking beauty on income.
  Figure 2 shows the channels of how appearance influences income.
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Figure 2. The Channels of appearance influences income
  Hamermesh and Biddle (1994), Hamermesh et al. (2002), and Mobius and Rosenblat (2006) all pay much attention to the existence of beauty premium. Specially, the former two papers change the five-point rating (i.e., ugly, below average, average, above average, strikingly beautiful) into three-point rating (i.e., below average, average, above average). More specifically, as the observations in the first group (i.e., ugly) and the fifth group (i.e., strikingly beautiful) are few, they combine the first and the second group, the fourth and the fifth group. As they combine the group of most beautiful and the group of above average, the difference (i.e., the effect of beauty) between the two groups was removed. Therefore, they showed the more attractive, the higher salary. However, in this paper, we intend to know whether the effect of beauty varies when appearance changes from above average to strikingly beautiful.
III. Empirical Evidence
The data we use is from a household survey in Shanghai, which is undertaken by the Institute of Population Studies of the Shanghai Academy of Social Sciences in 1996 (we use SASS1996 for simplicity in the following text). SASS1996 contains information about labor market activities, household expenditures, income, industry, age, education, training, etc. The measurement of beauty is five-point rating, ugly, below average, average, above average, strikingly beautiful.
A. Description
  In order to improve the homogeneity of the sample, we restrict the analysis to the Han Chinese, worked at least 30h/week, aged 16 to 60, married with spouse present. They are all employees. As the observation of ugly is less than 1 percent of the whole sample (see table 1), we combine them with the group of below average. Then there are 4 groups, below average, average, above average, strikingly beautiful.
	Table 1. The distribution of Appearance

	Appearance
	Frequency
	Percantage

	Ugly
	2
	0.1

	Below average
	21
	1.09

	Average
	1,269
	65.99

	Above average
	522
	27.15

	Strikingly beautiful
	109
	5.67

	Total
	1,923
	100


  The description of key variables is shown in Table 2.
	Table 2. Description of key variables

	
	Total
	Below
average
	Average
	Above average
	Strikingly
Beautiful

	Wage (Yuan/month)
	822.66
	568.04
	788.7
	923.51
	788.73

	Hourly wage (Yuan)
	4.61
	3.14
	4.44
	5.11
	4.46

	Education (Year)
	10.48
	8.87
	10.37
	10.93
	9.96

	Age (Year)
	41.22
	41.26
	41.81
	40.35
	38.62

	Working hours (Hour/week)
	41.68
	41.91
	41.32
	42.55
	41.72

	Spouse’s education (Year)
	10.25
	8.57
	10.13
	10.69
	9.97

	Occupation1
	
	
	
	
	

	Professional and technical personnel
	17
	21.74
	15.29
	21.26
	15.6

	Head of state agents, party, enterprises and institutions
	7.33
	0
	6.78
	9
	7.34

	Clerical staff
	11.7
	4.35
	12.06
	13.03
	2.75

	Commercial staff
	6.29
	4.35
	5.67
	7.28
	9.17

	Service staff
	8.89
	4.35
	8.43
	7.47
	22.02

	Production and transportation staff
	41.45
	52.17
	43.03
	37.36
	40.37


	Table 2. Description of key variables (continue)

	
	Total
	Below

average
	Average
	Above average
	Strikingly

Beautiful

	Others
	7.33
	13.04
	8.75
	4.6
	2.75

	Observation
	1923
	23
	1269
	522
	109


  Notes: The observations of agriculture, forestry, animal husbandry and fishery are excluded, as they are less than 10; 1 the values of the occupation panel are percentage.
From Table 2, we can see that many variables decrease when appearance is strikingly beautiful. In other words, many indices of the above average group are higher than other groups, including the striking beautiful group. First, the monthly wage of the above average group is 923.5 yuan, 20 percent higher than average and strikingly beautiful people. Figure 3 shows the curve between wage and beauty. We can see the peak is above average looking. Second, the education of the above average group is higher than average and strikingly beautiful people, at least half a year. Third, in the distribution of beauty, there are more strikingly beautiful people in commercial and service occupation, but their wage is below average. There are more people whose appearance is above average in professional and technical occupations, or head of state agents, party, enterprises and institutions, their wage is the highest.
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Figure 3. The Monthly wage of each group
B. Model and Estimation

  In order to examine whether the effect of beauty varies when the appearance changes from above average to strikingly beautiful (i.e., the high-heeled curve or the non-monotonous relationship between beauty and income), we don’t combine the group of above average and the group of strikingly beautiful. The model we use is as follows.
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, and significant. The regression result is shown, in Table 3.

	Table 3. The regression of the Wage on Beauty

	
	Wage

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	Beauty_3
	0.239***

(2.85)
	0.198***

(2.63)
	0.204***

(2.71)
	0.208***

(2.78)
	0.208***

(2.78)
	0.203***
(2.68)

	Beauty_4
	0.327***

(3.84)
	0.267***

(3.49)
	0.267***

(3.49)
	0.273***

(3.59)
	0.273***

(3.58)
	0.267***
(3.47)

	Beauty_5
	0.231**

(2.52)
	0.192**

(2.34)
	0.199**

(2.42)
	0.205**

(2.5)
	0.203**

(2.49)
	0.199**
(2.41)

	Education
	
	0.0280***

(8.83)
	0.0279***

(8.84)
	0.0318***

(9.42)
	0.0319***

(9.47)
	0.0317***
(9.36)

	State
	
	0.0576***

(2.78)
	0.0526**

(2.54)
	0.0416**

(1.97)
	0.0416**

(1.96)
	0.0421**
(1.98)

	Gender
	
	0.225***

(13.02)
	0.227***

(13.18)
	0.220***

(12.63)
	0.220***

(12.69)
	0.219***
(12.51)

	Union
	
	0.0667**

(2.58)
	0.038

(1.43)
	0.0247

(0.92)
	0.0248

(0.92)
	0.0232
(0.86)

	Training
	
	0.0872***

(4.78)
	0.0812***

(4.46)
	0.0769***

(4.22)
	0.0770***

(4.23)
	0.0766***
(4.2)

	Health_1
	
	-0.122***

(-2.93)
	-0.118***

(-2.83)
	-0.112***

(-2.69)
	-0.112***

(-2.70)
	-0.110***
(-2.65)

	Health_3
	
	-0.0010

(-0.05)
	0.0034

(0.19)
	0.0058

(0.33)
	0.0059

(0.34)
	0.00493
(0.28)

	Age square
	
	-0.0002***

(-2.94)

	-0.0003***

(-3.24)
	-0.0003***

(-2.92)
	-0.0003***

(-2.93)
	-0.000280***
(-2.92)

	Age
	
	0.0254***

(3.04)
	0.0263***

(3.19)
	0.0245***

(2.98)
	0.0246***

(2.99)
	0.0247***
(2.98)

	Rural
	
	-0.104***

(-4.27)
	
	
	
	

	Hukou
	
	
	0.248***

(5.64)
	0.241***

(5.46)
	0.241***

(5.46)
	0.242***
(5.47)

	Duration
	
	-0.0001*
(-1.66)
	-0.0002*

(-1.94)
	-0.0002**

(-2.04)
	-0.0002**

(-2.03)
	-0.0002*
(-2.08)

	Party
	
	0.0462**

(2.01)
	0.0347
(1.52)
	0.0365

(1.59)
	0.0366

(1.6)
	0.0366
(1.59)


	Table 3. The regression of the Wage on Beauty (continue)

	
	Wage

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	OCC
	
	
	0.0076

(0.32)
	-0.0095

(-0.32)
	
	-0.00983

(-0.33)

	Industry_7
	
	
	
	-0.104***

(-3.54)
	-0.104***

(-3.56)
	-0.105***
(-3.58)

	Industry_9
	
	
	
	-0.126***

(-3.49)
	-0.126***

(-3.50)
	-0.127***
(-3.50)

	Short
	
	
	
	
	
	-0.0115

(-0.38)

	BMI
	no
	no
	no
	no
	no
	yes

	Constant
	1.383***

(16.62)
	0.391**

(1.98)
	0.17

(0.89)
	0.197

(1.03)
	0.194

(1.01)
	0.178
(-0.92)

	R2
	0.0145
	0.219
	0.2245
	0.2346
	0.2346
	0.2351

	N
	1923
	1914
	1914
	1914
	1914
	1914


 Notes: t statistics in parentheses; *, **, and *** represent significance at the 10, 5, and 1 percent levels, respectively; Beauty_3，Beauty_4 and Beauty_5 represent whose appearance is average, above average and strikingly beautiful respectively; State represents whether work in state sector; health_1 and health_3 represent whose health is below average, above average, respectively; rural represents whether born in rural areas; hukou represents whether Non-agricultural household; duration represent how long one work in the present job; party represents whether Communist Party members; OCC=1 represent Commercial staff or Service staff, otherwise 0; this table only shows the significant industry variables Industry_7 and Industry_9, which represent whether Scientific research, culture and education, health industry, other industry variables are also in the regression; BMI reflects the body type, Underweight, normal, emphasis or obesity; short =1, if shorter than 165 centimeter for men, or 155 centimeter for women.

  First, let’s look at the effect of appearance on income when there are no controls. Table 3 shows the three beauty variables are all significant, which reflect that on the average, compared with plain people, the wage of people with average looks is 23.9 percent higher, the wage of people with above average looks is 32.7 percent higher, the wage of the strikingly beautiful people is 23.1 percent higher. F test shows the coefficient of Beauty_4 is significantly larger than Beauty_5, i.e., 
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. However, there is no significant difference between the coefficient of Beauty_4 and that of Beauty_5. These results show the high-heeled curve exists. More specifically, if one’s appearance is below average, or average, then beauty will increase his or her salary. But, if one’s appearance is strikingly beautiful, then beauty will decrease his or her salary, this is beauty penalty.
  Second, the effect of appearance on income is robust when adding some controls. In (2), (3), (4), (5), (6) of table 3, variables about personal characteristics are contained, such as education, gender, hukou, age, part member, health, occupation, industry. As health might be highly correlated with both income and appearance, if the regression excludes the healthy variable, the results would be biased. Moreover, the description in Table 2 shows there are more strikingly beautiful people in commercial and service occupation, but their wage is below average. Dose it mean that the high-heeled curve is the result of occupational effect? However, Table 3 negates this speculation. In Table 3, variable OCC=1 if the occupation is commercial or service, but its coefficient is insignificant. The effect of beauty is also robust when adding occupation variable. Therefore, the occupational effect is not the reason of high-heeled curve. The coefficients of variables about personal characteristics are all reasonable.
  Last, variables about body type are not significant and don’t influent the coefficients of beauty variables. We use Body Mass Index and height to represent the body type. Table 3 shows these two variables have no significant impact on wage. Moreover, the high-heeled curve still exists. Therefore, the non-monotonic relationship between appearance and income is robust.
Andreoni and Petrie (2008) suggested that stereotypes based on beauty will be revised or washed away after gaining more information, and then beauty premium might become beauty penalty. Under this circumstances, beauty penalty toward the strikingly beautiful people results from the increasing in information. In other words, the role of beauty in signaling might weaken when duration increases. To examine this hypothesis, we add the variable duration and the interaction term with beauty in (1). The variable duration is the proxy of information. The new model is as follows.
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is the duration in the present job. If the role of beauty in signaling decline when infromation increases, then the coefficient of D will significant, and the interaction term of D and Beauty_5 will be significantly negative.
	Table 4. The Examination of whether Beauty premium is decreasing with information

	
	wage

	
	(1)
	(2)
	(3)

	Beauty_3
	0.166
(1.17)
	0.167
(1.18)
	0.164
(1.16)

	Beauty_4
	0.303**
(2.12)
	0.304**
(2.13)
	0.301**
(2.1)

	Beauty_5
	0.186
(1.18)
	0.189
(1.19)
	0.186
(1.17)

	Duration
	-0.0003

(-0.50)
	-0.0003

(-0.50)
	-0.0003

(-0.48)

	Party
	0.0388*
(1.69)
	0.0387*
(1.68)
	0.0387*
(1.68)

	OCC
	
	-0.0089
(-0.30)
	-0.00927
(-0.31)

	Short
	
	
	-0.0102
(-0.34)

	D·Beauty_3
	0.0002
(0.38)
	0.0002
(0.37)
	0.0002

(0.35)


	Table 4. The Examination of whether Beauty premium is decreasing with information (continue)

	
	wage

	
	(1)
	(2)
	(3)

	D·Beauty_4
	-0.0002
(-0.36)
	-0.0002
(-0.37)
	-0.00021
(-0.38)

	D·Beauty_5
	8.18E-05
(0.13)
	7.47E-05
(0.12)
	6.27E-05
(0.1)

	BMI
	no
	no
	yes

	Constant
	0.195
(0.87)
	0.197
(0.88)
	0.177
(0.78)

	R2
	0.2373
	0.2373
	0.2377

	N
	1914
	1914
	1914


Notes: D•Beauty_3，D•Beauty_4 and D•Beauty_5 represent the interaction terms of duration and beauty variables; (1), (2), (3) all contain variables about personal characteristics, e.g., education, gender, age, training, health, hukou, party member, industry, their coefficients are not significantly different from those in Table 3, thus omitted.
Table 4 shows D is not significant, and the interaction term of D and Beauty_5 is insignificant either. Their coefficients are all less than 0.001, so the effect of duration is rather small. These results can’t prove the hypothesis that the beauty premium decrease with information. Instead, this shows the non-monotonic relationship between appearance and income doesn’t come from the increase in information, and the role of appearance in signaling is robust after adjusting for a wide range of controls. 
IV. Conclusion
Regarding appearance as a signal of human skills in the labor market, we proposed and examine the relationship between appearance and income is not monotonous, we call this curve high-heeled curve for simplicity. More precisely, people with above average looks, rather than the strikingly beautiful people, are the winners in the labor market, as they gain the highest human skills. The strikingly beautiful people are elegant, charming, glamorous, while the above average people are dignified generous mannered. The former is innate, whereas the later can be achieved through their efforts and training. For the people whose looks are plain, they should pay more attention to the communication skills and the manner, improving their human skills, if they want to be more successful in the labor market. This means the aesthetics in the labor market is different from pageant.

This paper proposed the non-monotonous relationship between appearance and income, however, the data we use is too old. There have been enormous changes in the labor market of China since 1996, and the economic system is different as well. Therefore, it is meaningful and interesting to use new data to examine the relationship between appearance and income. Unfortunately, such data are rare.
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