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Black-White Wage Inequality in the 1990s:
A Decade of Progress

Abstract

Using Current Population Survey data, we find that the gap between wages by black and
white males declined during the 1990s a arate of 0.59 percentage point per year. Thereductionin
occupationa crowding gppears to be most important in explaining thistrend. Recent wage
convergence was most rapid among younger workers with less than 10 years experience; for this group
the black-white wage gap declined by 1.40 percentage points per year. Among younger workers
greater occupationd diversity and areduction in unexplained or residud differences are important in
explaining thistrend. For both younger and older workers, general wage inequality tempered the rate

of wage convergence between blacks and whites during the 1990s.



Black-White Wage Inequality in the 1990s:
A Decade of Progress
|. Introduction

Following the passage of the Civil Rights Act of 1964 and other measures aimed at reducing
labor market discrimination during the 1960s, the differentid in average weekly wages between black
and white men in the United States narrowed substantialy. Among male workers aged 18-64, the
black-white wage gap fell from 50 percent in 1967 to 30 percent in 1974, or by about one percent per
year.! After 1974, however, the proportiona difference in black and white wages remained essentialy
congtant at 30 percent through the end of the 1980s. Following more than a decade of sasis, the
black-white wage gap once again began to decline during the 1990s, narrowing at a rate gpproaching
one percent ayear.

A great ded of past research has focused on why the black-white wage gap did not continue to
decline following the initid progress made through the mid-1970s. One of the earliest sudiesin this
area (Juhn, Murphy, and Pierce 1991) concluded that akey factor undermining progress towards wage
convergence between blacks and whites during the 1980s was a broader trend of risng wage inequdity
in American society. The authors found that growing disparity in returns-to-skill combined with
disproportionate representation of blacks in the lower end of the skill distribution combined to hold

down growth in the average weekly earnings of blacks relative to whites during the 1980s. According

! The figures cited in this paragraph are based on caculations presented and explained later in the
text.



to Juhn, et d., the damping effect of societa inequaity on the wage gap during the decade of the 1980s
was sufficient to offset gains made by blacks dong other dimensons, such as acquisition of schooling.
This paper documents the recent progress in black-white wage convergence and following
Juhn, et a. (1991) consderstherole of overdl societal income inequdity, sectord employment, and
individua characterigticsin reducing the racia gap in earnings during the decade of the 1990s. We
initidly replicate the findings of Juhn et d. usng Current Population Survey (CPS) data and then
move on to document important changesin the trend of the black-white wage gap which have occurred
gnce 1990. In future research, we hope to revist the issue of educationd quaity and individua skills
and their rolein this context using other data.2
1. Data
The CPS data we employ in the andyss has well-known advantages and disadvantages. The
primary advantage of these data is that they are designed to obtain accurate national measures of [abor
market outcomes. The primary disadvantage in this context is that the measures of direct skills available
in the survey are limited to constructed measures of experience and years of completed education.®
We use information from the 1968-1998 March CPS to obtain three decades of data representative of

the years 1967 through 1997. The March CPS demographic supplement contains retrospective

Thereisalarge literature on the role of education and schoal qudity on the evolution of the
black-white wage gap; see Card and Krueger (1992a, 1992b), Grogger (1996), and Maxwell
(194) for examples. However, given the limitations of the CPS data, our andysis will not
address these issues.

3 Relative to other data sets such as the High School and Beyond (HSB), the CPS does not
survey respondents in a detailed fashion regarding their educationd experiences or contain
dandardized test outcomes. Therefore, information is not available to extensvely investigate
therole of changesin educationd qudlity on the wage gap.

4



earnings information collected for the previous year.

Since we are primarily interested in long-term trends in wages rather than changes in earnings
volatility associated with entry and exit from the labor market, we impose a number of sample
restrictions. We include black and white male workers ages 18-64 who worked at least one week in
the previous caendar year, usudly worked full-time, and participated in the labor force for at least
thirty-nine weeks. To avoid problems associated with top-coding, we exclude individudsin the top
and bottom one percent of the earnings distribution. Throughout the paper we focus on the average
weekly wage, calculated as the annua wage divided by the number of weeks worked. The annua
earnings measures are deflated using the personad consumption expenditure deflator from the Nationd
Income and Product Accounts. We refer to the log of the deflated average weekly wage as the wage.

Intheinitid andysswe focus on the log weekly wage adjusted for potentid experience, where
potential experience is caculated as the lesser of age minus education minus seven, and age minus 17.
Later in the paper, we investigate the role of differentia employment by industry and occupation as a
source of racid earnings inequality. To do S0, we congtruct a set of indicator variables for two-digit
industry of employment and the mgjor occupationa group of each individud’sjob. Indl casesthe
variable definitions and the sample selection criteriawe employ are Smilar to those employed in Juhn,
Murphy, and Pierce 1991.

[11. Trendsin the Black-White Wage Gap

Wefirst consider black-white log wage ratios for the years from 1967 through 1997 for two

groups, al male workers and mae workers with 10 or fewer years of potential experience. Like

previous researchers, we find that among al workers, the black-white gap in earnings declined sharply



from the late 1960s through the mid-1970s (Figure 1). Similarly, we find little wage convergence
between blacks and whites from the mid-1970s through the end of the 1980s (the period examined
most recently by other researchers). Since the end of the recession in 1991, however, there have been
three observations of the unadjusted wage gap which were lessthan .30 (.27, .29, and .27).
Higtorically, those are the lowest wage gaps observed for black and white males. While these are
modest reductions for minority workers as awhole, they nonetheless represent progress in wage
convergence after two decades of stagnation.

One possible explanation for the recent decline in wage differentiads between blacks and whites
issmply that older cohorts of less-educated blacks are being replaced by younger, better educated
black workers. To get a sense of the role that cohort effects have played in the recent improvement in
the black-white wage gap, Figure 1 dso shows the unadjusted differentia for those with less than 10
years of experience. Again, a pattern of fairly rgpid narrowing of the black-white wage gap among
these workers from the late 1960s through the mid-1970s is observed. This pattern reverses during the
1980s, when the unadjusted wage gap actudly increases. Looking at the 1990s, however, reveds new
black workers gaining on their white counterparts. Between 1989 and 1997, there are three instances
of historica lows for the unadjusted wage gap among workers with |ess than ten years of experience
(.20, .12, and .18).

Table 1 provides amore detailed andysis of the evolution of the black-white wage gap by
years of potentia labor market experience. The wage gaps reported in the table represent averages
over five-year intervas of the CPS data. Although other observations might be drawn from the table,

we focus on two issues. (1) How has the wage gap varied over time for different levels of experience?



(2) How have different cohorts faired? The answersto these questions are important for interpreting
the meaning of the recent wage convergence. For example, if we find that the recent wage
convergence is entirely attributable to the entry of younger cohorts of more highly educated workers, it
would suggest that the narrowing wage gap is kill-rdated. On the other hand, if the wage convergence
is observed as given cohorts move through time, this would suggest that some of the convergence is due
to alessening of discrimination towards dl groups.

Looking acrosstherows of Table 1, it is gpparent that in hitorica perspective, the unadjusted
black-white wage gap among workers of al skill levels has declined markedly. For dl workers, the
decline from .44 in the interval from 1968 through 1972 to .31 in the period from 1993 through 1997
represents a decrease of 30 percent. For the different skill levelsin the table, the reductions in wage
inequaity range from one-third to two-thirds depending on the particular group examined.

In contrast, by examining the diagonds of the table, one may follow different cohorts over time
asthey age and acquire additiond years of potential experience. For example, the group of minority
workers who had less than six years of potentid experience in the 1968-1972 interva experienced a
wage gap of 36 percent. By the time of the 93-97 interval, when their potentia experience ranged from
26 to 30 years, the wage gap they experienced had falen to 31 percent, areduction of 14 percent.

The evidence provided in Table 1 suggests that recent black entrants to the labor market are
either better educated or more skilled than older workers as their wage convergence is the greatest
among al kill levels. It isdso gpparent that the returns to the types of skills offered by blacksin the
labor market gppear to have risen in vaue over time and that this is most gpparent among the youngest

workers. Thus, thereis an overdl pattern of convergence independent of age and experience, but



those experiencing the greatest convergence are the most recent entrants to the labor market. This
preliminary evidence suggests that elther an increase in skills among blacks relaive to whites or a higher
rate of return for the skills offered by blacks rdative to those offered by whitesislikely to be important
in explaining convergence in the wage ggp. The evidencein Table 1 a0 suggests that either
discrimination or racid differencesin other dimensions such astheir occupation have been decreasing
over time.

V. Wages and Observable Characteristics

A. Education

One measure of kill is completed years of education. It has been long established that higher
levels of education are associated with greater earnings. Recent research has shown that the premium
earned by those with more education has grown dramatically during the past 15 years. While returnsto
education have risen for al workers, recent entrants to the labor market have experienced the most
dramatic increases (Juhn et d. 1993). Figure 2 shows the trendsin the log wage ratio for college
educated and non-college educated workers. As can be seen in the figure, the returns to education
among al workers have been risng steadily since the mid 1980s. The college wage premium is highest
for workers with less than ten years of experience.

To the extent that blacks have become more highly educated over time, perhaps dueto a
lessening of premarket discrimination in the educationd system, their wages should converge with those
of whitesand vice versa. Table 2 provides information on the distribution of educationd levels for
black and white workersin our sample across four categories: less than high school, high school

graduates, some college, and college graduates. Thisinformation is broken out for blacks and whites



into groups of al workers and workers with no more than 10 years of experience.

There are anumber of sriking trendsin these tables. Firgt, there has been an enormous
reduction in the past 30 years in the proportion of American workers, black and white, who have not
completed high school. Among al blacksin 1968, 63 percent had not completed high school. By the
last year of our sample, 1998, that figure had declined to less than 15 percent, areduction of 77
percent! A smilar reduction occurred among white workersin our sample. 1n 1968, about 37 percent
of dl white workers had less than a high school education. By 1998, that figure had declined to 12
percent, which represents a reduction of 68 percent. While the reduction for both groupsis
remarkable, the trend is more important for blacks because of the rdlatively larger share that did not
previoudy graduate.

Inthelast year of our sample, the proportion of whites and blacks with high school degrees or
some college are amilar. However, whites have more college graduates. This trend holds even among
new entrants. Asshown in Table 2, rdative to dl black workers, those with |less than ten years of
experience in our sample in 1998 have a higher rate of college completion and fewer high school
incompletions. However, even anong new entrants the rate of college graduation is lower among
blacks than among whites. One would expect that some portion of the convergence in the black-white
wage gap is connected to improved rates of high school graduation among blacks and the increasing
number who pursue college.

B. Employment by Industry and Occupation
Table 3 shows the evolution of black and white employment by two-digit industry since 1968.

As might be expected, some industries contain larger shares of blacks than whites— persona services,



public service, and trangportation are notable examples. But even in those cases, the proportions of
blacks and whites who find employment in specific indudtries gppear fairly amilar. Time series variation
in employment concentration by industry adso is apparent in Table 3. However, in generd, the trends
are dmilar for whites and blacks. For example, white employment in manufacturing decreased by 13
percentage points and black employment in manufacturing by 11 percentage points during our sample
period. Thus, while changes over time for blacks and whites are not identicd, the primary pattern
observed in Table 3 gppears to be the decline in manufacturing' s share of total employment rather than
marked differences across racia groupsin employment by industry. Similar conclusions can be drawn
from the information on less experienced workers contained in Table 3.

Broad industry groupings such as those shown in Table 3 may mask changesin the
occupationd dructure across indudtries. Table 4 provides information on employment by race and
occupation since 1968. What can be seen in Table 4 is that the black and white employment differs by
occupation. Blacks are proportionately under represented among professona and managerid
occupations. However, over time the proportion of blacks employed in professond and managerid
jobs hasincreased. On the other side of the occupationa distribution, the proportion of blacks
employed as laborers has decreased over time, while the share of blacks employed as operatives has
increased. In more industria settings, blacks tend to be concentrated in operative rather than craftsmen
postions. .

For proportiond changes in employment by industry or occupation to play a significant rolein
explaning movements in wage inequality rates of pay must ether differ across occupations and
indugtries or must evolve differently. Figure 3 consders the weekly wage of severd industries. Among
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those considered, professond services are characterized by both the highest rates of pay and largest
increases over time. Inred terms, retall trade has the lowest pay, and wagesin that sector have
remained essentidly flat for the last three decades. Rates of pay across industries clearly differ enough
that large shiftsin employment would be expected to impact overal wage inequdity.

Similarly, Figure 4 consders rea weekly wages of severd occupations. Blacks had historically
worked disproportionately as farm and nonfarm laborers, the two lowest paying occupations shown in
the figure. Recently, substantial declines have occurred in their employment as [aborers with
corresponding increases in operative and craftsmen jobs. Although the rate of increase in pay for those
occupations do not gppear large, it is clear that the substantia shifts in occupationa structure
experienced by blacks should raise their wages relative to whites.

V. Explained and Resdual Portions of the Wage Gap

Even in these basic dimensons it is difficult to determine which trends are most important in
explaining the movement of the relative wages of blacks and whites with descriptive evidence.
However, sandard decomposition techniques can be used to identify the portion of the wage gap
which is attributable to observable factors and the resdud due to other sourcesin any given year.
Here, wefollow Juhn, et d. (1991) and estimate an earnings equation each year for white workers of

the form:

Yit ) xit $t % Hit (1)

where Y represents log weekly wages, X represents observable characteritics, and 1 is amean zero
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error term.* The difference (D) in white and black log earningsin any year can then be written as:

Dt.Y\Nt&th.><Wt$t&(xbt$t%|‘bt) (2)

or smplifying as

Dt ) YWI & th i )X'( $t & th (3)

where ) X, = (X, - Xy 1). Inequation (3), ) X, $, represents the portion of the wage gap due to
observables and L, ; represents the resdua gap.

We estimate equation (3) for al workers and for workers with less than 10 years of potential
experience. Figures 5 and 6 summarize the results of these etimations.® Figure 5 shows the totd wage
gap aswdl as the unexplained resdud for dl madeworkers. The verticd differencein thetwo linesin
the graph represent how much inequdity would be reduced if al observable factorsincluded in the
estimations were equalized across blacks and whites. Over the period of the sample, both gaps decline
through the mid-1970s and appear to have remained roughly constant through the late 1980s. Since
the late 1980s, the trend in both the unadjusted and residua wage gap appears to be dightly
downward.

In Figure 6, amilar information is shown for those with less than 10 years of potentid

experience. For these younger workers, the resdua component of the wage gap appears to be

“The regressors included in the estimations are region of residence, aquartic in potential experience,
education, industry, and occupation.

°A compete set of the underlying results is available from the authors upon request.
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trending downward more strongly since 1990 after trending upwards since the early 1970s, dthough
the seriesis characterized by consderable noise.

To gain an underdanding of whether these trends are satistically meaningful and, if so, thelr
source, we extend equation (3) to account for differences in the wage gap in three periods relative to
the average throughout the sample. We use the average throughout the sample to avoid choosing a
base year for comparison. We divide our 30-year sampleinto three time intervasfor the andyss,

1968-1979, 1980-1989, and 1990-1998. We estimate the equation

D)&D " OX &IX)F%IX) ($) &%) & (L & L)) 4

asapooled regresson over dl periodsincluding linear splinesto capture the effects in the three
subperiods of the sample. The changein theresdua gap is represented by (L,-L,). Theoverdl gapis
decomposed into three components, the portion due to changesin levels of observable factors () Xi-
) X)$, the portion due to changes in rates of compensation, ) X, ($;-$), and the tota residua gap.
Thefirg row of Table 5 shows that in the first ten years of our sample, the total wage gap
declined by an average of 1.2 percentage points per year. During the next decade, the wage gap
increased by .24 percentage point per year. Since 1990, the overall wage gap has declined by .59
percentage point per year. In explaining the dowdown in convergence in the 1980s, like previous
authors, we find that the overdl rate of convergence due to observables declined and that the resdud
gap widened. Within the observable component, the dowdown in the rate of convergence in the 1980s
appears to have been associated with declining skill prices.

During the 1990s, the overal trend towards the widening of black-white wage inequdity
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observed in the 1980s has been reversed. Racid wage inequality has been declining. Thisresult
appears primarily to be attributable to convergence in black and white education levels and industry and
occupation of employment.

The effects of education and experience as opposed to sector of employment are aso detailed
in the paper. One reason to separate the effects of education and experience from the effects of
industry and occupation is that the patterns might be interpreted differently with respect to
discrimination. If anindividua is paid less due to lower education, most economists agree thisis not
evidence of market discrimination. However, if after controlling for education and experience, blacks
are clustered in industries or occupations characterized by lower pay, this may be interpreted as
evidence of segregation in employment. In the 1990s, the primary factor among the observable
characteristics which appears to be satigticaly important in explaining the reduction of thewage gap is
the convergence in the digtributions of employment of blacks and whites during the sample period.

Among workers with less than ten years of labor market experience, the historica pattern of
changein the tota wage gap issmilar to that for al workers. In the period from 1968 through 1979,
the wage gap converged at an average of 1.34 percentage points ayear. During the decade of the 80s,
the gap widened at .66 percent per year. The rate of convergence during the 1990s has been dramatic,
at 1.40 percent per year.

In terms of the factorsinfluencing convergence, much like the larger group of dl workers,
equdization of the distributions of employment by industry and occupation explains .38 of the 1.40
percentage point per year decline ininequality. The largest factor influencing the reduction in the wage

gap, however, isadedline in resdud inequaity which would account for a 1.21 percentage point
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reduction in the gap since 1990.
V1. Male Wage I nequality and the Black-White Wage Gap

The residud black-white wage gap is thought to capture both the effects of labor market
discrimination and wage variation associated with unobserved characteristics related to productivity.
However, as Juhn et a. (1993) note, thisignores the effect of changes in the prices of unmeasured
skills. Based on evidence that dispersion has been increasing in returns to observed skill levels one
might expect that returns to unobserved skills aso are changing. In particular, if blacks and whites
differ in unobserved skills with blacks being positioned lower than whites in that distribution, and the
returns to those attributes are increasing, then this may change the wage gap between the groups.
Because such changes in the return-to-skill are not black-specific but represent a society wide change
in wage inequality, conceptudly, one would want to attribute that portion of the change in the residua
gap to socid inequdlity rather than discrimination.

Simple evidence that unobserved skills matter in this context can be found by examining within
group varidion in earnings for pecific educationd leves of workers. Among groups such as high
school graduates or college graduates, some workers are more skilled than others, and based on
margind productivity theory, the more capable workers are, the more they earn. If the distribution of
earnings for individuas of a specific educationd leve are dratified based on unobserved skills and the
returns to those skills change over time, then the wage growth of workers at different rata should vary
over time.

Figure 7 examines the relative wage trgjectories of college-educated workers a various

percentiles of our sample over time. Each of the series has been indexed to zero in 1968. Over the
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period of our sample, workers at the 10" percentile have experienced wage reductions while those at
the 50" and 90" percentiles have experienced net wage increases. Whileit is clear from looking a the
figure that the distribution of wages for college graduates has widened, it is dso clear that wages of the
workers at the 10" percentile of the distribution have recovered sharply since the recession of the early
90s. Figure 8 depicts smilar information for high school graduates. Wages a the 10" and 50"
percentiles have decreased during the period covered by the sample. Since the recession of the early
1990s, the earnings of al groups have been increasing, with the sharpest gainsin the last severd years
experienced by workers at the bottom of the distribution.

Figures 7 and 8 show that within groups, wage variation has increased in net but has narrowed
in recent years. To get some sense of changes in inequdity throughout the digtribution of wages, we
subtract the effects of education and experience and calculate the average growth of wagesin four
subperiods of our sample (1968-1980, 1980-1985, 1986-1992, and 1993-1998). Figure 9 shows the
average wage growth throughout the distribution of earnings for the first two subperiods. In the period
from 1968-1980, wage growth throughout the distribution was clearly much more equa than during the
period from 1980-1985. In both periods, wages below the 50" percentile fell in red terms, but the
pattern was much more pronounced from 1980-1985.

Figure 10 makes asmilar comparison of wage growth in the periods from 1986-1993 and
1993-1998. Each of these latter periods appears different in that workersin approximately the bottom
15 to 20 percent of the distribution experience relative wage growth and, at least through the bottom
third of the digtribution in the period from 1993-1996, do not gppear to experience meaningful wage

eroson. In both periods, wages in the middle of the distribution appear to decline while those in the
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upper percentiles experience the greatest wage growth.

The relationship between these trends in wage dispersion and the black-white wage gap
depends on the position of blacks relative to whites in those distributions. If blacks occupy
predominantly lower-paying positions within an educationa category, such as high school graduates or
college graduates, then the evidence shown in Figures 7 and 8 would indicate that their pay should be
increasing a ardatively fagter rate than the workersin the middle of the income digtribution, and this
may help reduce the wage gap. However, those gains might be experienced by dl low-wage workers
within an educational category so that such effects should not be attributed to areduction in
discrimination.

Similarly, if after adjusting for education and experience blacks tend to bein the lower
percentiles of the wage didribution, the information in Figure 10 indicates that they might be expected
to gain rdative to whites in the middle of the digtribution but not close the wage gap with workers a the
top of the distribution. Nonetheless, depending on the rdative distributions of blacks and whites, the
wage gains experienced by dl workers at the lower end of the distribution may help close the recid
wage gap.

Table 6 contains descriptive information on the evolution of the black distribution of wages
relaive to the wage didribution of whites. For various percentilesin the black distribution of wages, the
corresponding percentage of whites earning less than that amount is calculated for specific years of the
sample; the percentages reported in the right margin of the table are an average of dl years, not just the
years listed.

Over time, the distribution of black wages has become more like that of whites, dthough
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congderable progress has yet to be made before they are equa. For example, in the first year of our
sample, 1968, only 7 percent of whites earned |ess than the bottom quarter of black workers. By
1998, 16 percent of whites earned less than the bottom quarter of black workers. Similarly, in 1968,
63 percent of whites earned less than dollar value of the 90" percentile of the black wage distribution.
In 1998, 81 percent of whites earned less than the 90" percentile of black wages.

The descriptive evidence suggests that blacks should be gaining relative to whites as they move
up through the white distribution of wages. However, as blacks move into more middle income
positions, the trend towards wage inequdity which has affected al workers would aso be expected to
affect them.

A. Decomposing the Residual Gap

Here, we decompose the residud gap in earnings from Table 5 into two components intended
to capture changing earnings inequaity experienced by dl workers as opposed to shiftsin the
digtribution of black workers relative to whites. We follow the decomposition technique developed in
Juhn, et d. (1991) and later used by Rodgers (1997). While we provide abrief derivation following
their work, more detail can be found in those sources.

Rewrite equation (1) expressing the error term, ; ;. as the multiple of its standard deviation, F;,

and the standardized residud, 2, = W, /F; ; and

Yie T X $ % Fy 2 %)

Then equation (4) can be rewritten as.
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D,&D 0 X) & )XNFT % IX,($) &P % I2)(Fy & F) % 02, & DF (6)

where)2 .= 2 -2, Therearefour teemsin the decompostion. Thefirst term representsthe
effect of a changing quantity of observable factors holding returns constant at the average for the
sample. The second term represents the effect of changing returns holding observables constant.
These firgt two terms were caculated earlier and were shown in Table 5. The third and fourth terms
decompose the resdud gap into two additional components. The third term captures the effect of a
changing deviation of earnings holding the rdative distribution constant. Juhn, et d. (1991) refer to this
as the unobservable price effect and is meant to capture the impact of changing overdl societd
inequaity on the movement in the black-white wage gap. The last term captures the effect of changes
in the relative digtributions of blacks and whites holding the standard deviation of earnings congtant.
This term represents changes in the wage gap over time due to equdization of the percentile rankings of
blacks and whites in the wage didtribution.

Table 7 extends the information contained in Table 5 by providing this additional decomposition
of the change in the residud wage gap. Focusing on what Juhn et a. (1991) refer to as an unobserved
price effect, a trend towards widening inequdity appears to be inhibiting closure of the black-white
wage gap for the period from 1990-98. For the group of male workers with less experience, the mgor
factor explaining the reduction in the wage gap in the last decade is due to the changing postions of
blacks rlative to whites in the earnings digtribution.  The estimation procedures we use do not directly
explain why blacks are risng in the earnings distribution relaive to whites, but acommon interpretation

isthat the portion of the resdua gap not explained by price effectsis attributable to alessening of racid
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discrimination. The annud rate of decline in the black-white wage gap which might be attributed to
declining discrimination, as shown in Table 7, is (an inggnificant) .44 percent for al workers and (a
ggnificant) 1.27 percent for workers with less experience.

VII. Conclusons

After narrowing sharply following the passage of the Civil Rights Act 1964, the wage gap
between black and white maes remained essentidly constant—at about 30 percent—fore nearly 20
years. Since 1992, however, the black-white wage gap has narrowed substantialy, and as of 1998,
was a itslowest leve in history.

A magor reason for this changein trend is areduction in the concentration of employment of
blacks in industries and occupations with lower pay. Overdl, our results indicate that the wages of
black and white male workers converged at arate of 0.59 percentage point per year between 1990
and 1998. Therate of convergence for younger workers was more rapid at 1.40 percentage points per
year. Aswith the whole sample of mae workers, a more favorable distribution of employment by
industry and occupeation was an in explaining this convergence.

For both the group of al male workers and for younger workers, we find that an generd
increase in wage inequality has been working againgt the trend towards black-white wage convergence.
Also, among younger workers, much of the convergence in the black-white wage gap is due to
unexplained sources. Common interpretations of thisresidual arethat it is due to factors such asa
lessening of discrimination or unmeasured differences in productivity, perhaps due to the more
widespread adoption of technology in the workplace.

After more than a decade of stas's, the trend observed for the 1990s warrants further

20



investigation. Coming to a better underganding of the factors which may be influencing resdud

inequality, particularly among younger workers, provides an interesting subject for future research.
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Table 1: Black-White Wage Gap by Potential Experience for Male Workers

Survey Years
1968-1972 1973-1977 1978-1982 1983-1987 1988-1992 1993-1997 1998
All levels 044 0.35 0.32 0.33 0.32 031 0.27
<6 0.36 0.25 0.23 0.29 0.25 0.19 014
6-10 040 0.32 0.25 0.28 0.30 0.29 021
11-15 043 034 034 0.33 0.32 0.28 0.28
16-20 048 0.38 0.33 031 031 0.38 0.32
21-25 048 043 0.36 0.33 031 0.36 0.24
26-30 0.46 0.39 041 040 0.32 0.32 0.30
31-35 045 042 048 045 0.37 034 0.29
> 35 0.45 0.38 0.36 0.40 0.34 0.28 0.30

Source: Calculations by authors from 1968-1998 March Demographic Supplement Files of Current Population Survey



Table 2: Educationa Attainment for Blacks and Whites 1968-1998

Panel A: Black Males

Survey Year
1968 1975 1985 1990 1995 1998 1968-1998
L ess than high school 63.2 472 291 203 131 14.7 28.3
High school graduates 25.6 A1 395 451 420 40.3 387
Some college 74 117 182 208 280 29.1 205
College graduates 3.8 7.0 132 138 16.9 159 125
Pand B: White Maes
Survey Year
1968 1975 1985 1990 1995 1998 | 1968-1998
L ess than high school 36.9 25.3 16.0 138 11.0 11.8 18.0
High school graduates 36.3 39.6 39.7 39.1 333 33.0 36.7
Some college 12.0 16.0 185 19.8 26.5 26.3 20.4
College graduates 14.8 19.2 259 274 29.2 289 24.9
Panel C: Black Maes Less Than 10 Y ears Experience
Survey Year
1968 1975 1985 1990 1995 1998 | 1968-1998
L ess than high school 40.2 26.8 16.3 112 7.3 123 174
High school graduates 428 46.0 46.1 504 21 381 44
Some college 111 16.5 215 28 299 31.2 230
College graduates 6.0 10.7 161 15.7 20.7 185 153
Panel D: White Males Less Than 10 Y ears Experience
Survey Year
1968 1975 1985 1990 1995 1998 | 1968-1998
L ess than high school 20.0 12.0 115 117 9.5 10.6 12.2
High school graduates 43.0 40.9 40.6 39.1 32.8 313 37.8
Some college 16.2 21.8 20.2 194 26.2 27.8 22.1
College graduates 20.8 253 27.8 29.8 314 304 27.9

Source: Calculations by authors from 1968-1998 March Demographic Supplement Files of Current Population Survey



Table 3: Proportional Employment by Race and Industry in Selected Y ears

Pand A: All Black Male Workers

Survey Y ear
1968 1975 1985 1990 1995 1998 1968-1998
Agriculture 53 28 24 14 15 0.7 21
Business services 15 15 36 37 47 59 38
Communication 04 0.7 16 14 15 23 14
Construction 109 111 75 78 76 90 88
Education 43 56 53 48 44 4.2 4.7
Entertainment 11 0.6 12 11 16 11 11
Finance 04 11 16 14 17 13 13
Forestry and kindred products 0.2 0.0 01 01 0.0 0.0 01
Health service 04 12 0.9 11 20 14 12
Hospitals 39 36 46 36 32 32 36
Household services 05 05 01 01 0.2 01 0.2
Insurance 16 19 20 30 26 23 23
Manufacturing 335 345 29.1 25.2 230 229 272
Mining 04 04 0.6 0.6 0.2 05 05
Other professional 04 09 15 21 22 25 17
Personal services 22 13 19 25 15 21 19
Public service 5.6 55 6.9 104 108 82 82
Repair services 14 09 20 20 20 16 17
Retail trade 100 9.2 115 109 117 122 111
Transportation 84 81 79 83 94 111 9.0
Utilities 28 28 34 34 24 17 2.7
Welfare services 0.7 11 0.9 13 15 15 12
Wholesal e trade 43 4.7 35 4.2 4.3 4.3 4.2




Pand B: All Made White Workers

Survey Y ear
1968 1975 1985 1990 1995 1998 1968-1998
Agriculture 28 23 22 24 26 25 25
Business services 14 17 28 38 4.2 49 33
Communication 14 16 18 15 17 18 16
Construction 9.1 105 105 10.8 10.2 10.9 104
Education 45 53 49 43 4.6 44 47
Entertainment 0.8 0.7 09 0.9 12 15 10
Finance 16 1.7 21 23 21 21 20
Forestry and kindred products 0.2 0.2 03 02 0.2 0.2 0.2
Health service 05 0.9 1.0 12 14 16 12
Hospitals 12 14 16 15 19 18 16
Household services 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Insurance 26 2.8 2.7 30 28 29 28
Manufacturing 375 331 28.8 26.3 24.4 237 284
Mining 14 15 19 12 11 1.0 13
Other Professional 13 20 31 35 45 42 32
Personal services 13 1.0 11 14 13 13 13
Public service 5.7 57 59 74 73 6.2 6.4
Repair services 13 15 23 23 21 22 20
Retail trade 10.2 111 114 119 12.2 124 11.6
Transportation 75 6.8 59 59 57 59 6.2
Utilities 25 21 24 23 22 21 23
Welfare services 0.8 1.0 05 04 05 0.7 0.6
Wholesale trade 45 52 6.0 56 6.0 55 55




Panel C: Black Mae Workers Less Than 10 Y ears Experience

Survey Year
1968 1975 1985 1990 1995 1998 1968-1998
Agriculture 44 19 23 14 0.9 06 18
Business services 31 13 48 59 6.4 9.0 53
Communication 04 11 13 0.8 12 33 14
Construction 8.6 10.7 8.6 6.1 53 8.0 78
Education 48 58 38 25 37 34 39
Entertainment 0.8 05 17 17 1.9 19 15
Finance 0.3 19 2.8 20 35 19 22
Forestry and kindred products 0.0 00 0.0 0.0 01 0.0 0.0
Health service 0.3 12 11 11 22 20 14
Hospitals 47 40 33 40 25 27 34
Household services 04 0.6 0.2 0.1 0.0 0.0 0.2
Insurance 17 21 19 26 16 13 19
Manufacturing 35.9 344 253 219 220 190 255
Mining 0.0 0.2 05 0.3 0.0 0.3 0.2
Other professional 01 0.6 16 32 19 21 17
Personal services 20 0.7 25 4.1 2.2 2.2 2.3
Public service 5.6 44 55 105 10.8 7.0 75
Repair services 17 1.0 23 28 18 13 1.9
Retail trade 10.7 12.9 16.5 145 19.0 16.9 154
Transportation 6.9 54 6.6 6.6 6.2 7.8 6.6
Utilities 22 30 24 22 12 13 20
Welfare services 04 17 14 14 15 22 15
Wholesale trade 49 45 37 45 43 59 46




Panel D: Male White Workers Less Than 10 Y ears Experience

Survey Year
1968 1975 1985 1990 1995 1998 1968-1998
Agriculture 29 26 31 30 31 31 30
Business services 15 20 33 47 5.6 59 39
Communication 20 18 14 1.0 15 19 16
Construction 8.7 109 11.3 11.8 106 11.0 10.8
Education 55 6.3 35 31 34 33 41
Entertainment 0.8 0.8 11 09 17 19 12
Finance 24 20 24 2.7 27 29 25
Forestry and kindred products 0.2 0.2 03 0.2 0.0 01 0.2
Health service 0.6 1.0 10 09 12 13 10
Hospitals 12 16 20 18 20 19 18
Household services 0.0 0.0 0.1 0.1 0.1 0.0 0.1
Insurance 25 25 21 28 24 25 25
Manufacturing 374 304 26.8 231 213 216 26.2
Mining 0.8 15 19 0.9 0.6 0.8 11
Other professional 20 24 36 4.0 46 44 36
Personal services 15 09 13 17 14 14 14
Public service 48 51 47 75 6.8 59 58
Repair services 17 1.9 29 29 24 23 24
Retail trade 115 13.7 144 153 16.7 17.0 14.9
Transportation 52 48 45 43 41 39 44
Utilities 22 17 19 13 11 09 15
Welfare services 0.7 09 05 04 0.6 0.7 0.6
Wholesale trade 40 51 6.0 57 6.1 54 55

Source: Calculations by authors from 1968-1998 March Demographic Supplement Files of Current Population Survey



Table 4: Employment by Race and Occupation in Selected Years

Pand A: All Black Male Workers

Survey Year
1968 1975 1985 1990 1995 1998 1968-1998
Clerical 7.9 7.7 8.4 8.5 9.2 8.8 85
Craftsmen 14.1 17.7 26.0 25.8 24.6 25.2 229
Farm labor 43 1.9 31 2.4 1.8 1.0 2.3
Farm manager 0.4 0.6 0.1 0.1 0.0 0.0 0.2
Forestry 0.2 0.0 0.1 0.1 0.0 0.0 0.1
Managers 2.4 3.8 9.7 9.0 11.0 11.3 8.4
Nonfarm labor 19.3 15.8 5.0 4.0 5.0 49 8.1
Operatives 30.1 29.3 18.3 18.1 16.5 17.0 20.6
Other services 14.2 15.1 18.4 16.5 15.1 14.6 15.7
Professional 59 6.5 7.8 8.6 10.4 11.2 8.7
Sales 14 1.6 2.9 4.0 4.0 4.2 3.2
Pand B: All White Male Workers
Survey Y ear
1968 1975 1985 1990 1995 1998 1968-1998
Clerical 7.8 6.6 5.9 57 52 52 6.0
Craftsmen 239 239 28.9 26.9 25.9 26.6 26.2
Farm labor 1.3 1.3 2.0 2.0 2.1 2.3 1.9
Farm manager 1.1 0.6 0.4 0.6 0.6 0.5 0.6
Forestry 0.2 0.2 0.3 0.2 0.2 0.2 0.2
Managers 13.3 14.6 20.3 20.8 21.3 214 19.0
Nonfarm labor 4.8 59 2.4 2.6 2.7 2.5 3.4
Operatives 22.0 19.2 9.7 9.0 9.0 8.8 12.3
Other services 5.2 6.5 6.9 7.2 7.5 7.8 6.9
Professional 14.7 15.6 16.4 16.7 17.3 17.3 16.4
Sales 5.6 5.7 6.6 6.7 6.8 6.3 6.3




Panel C: Black Mae Workers Less Than 10 Y ears Experience

Survey Y ear
1968 1975 1985 1990 1995 1998 1968-1998
Professional 81 8.6 9.3 9.6 103 140 101
Managers 34 38 78 6.7 89 104 71
Clerica 115 9.8 10.2 9.9 125 9.3 105
Sales 23 29 36 6.7 6.2 53 47
Craftsmen 118 156 25.7 223 194 215 20.0
Operatives 288 290 16.2 16.7 138 151 191
Nonfarm labor 178 153 44 40 57 6.4 81
Other services 121 133 1838 182 1838 131 16.1
Farm manager 0.0 02 03 0.0 0.0 0.0 01
Farm labor 42 16 27 21 11 15 21
Forestry 0.0 0.0 0.0 0.0 0.1 0.0 0.0

Panel D: White Male Workers Less Than 10 Y ears Experience

Survey Year
1968 1975 1985 1990 1995 1998 1968-1998
Professional 199 191 17.9 183 175 188 185
Managers 95 111 150 14.6 165 15.9 14.0
Clerica 95 6.7 58 57 53 59 6.3
Sales 54 6.2 6.9 73 76 73 6.9
Craftsmen 20.0 216 294 217 253 254 25.3
Operatives 237 198 10.7 86 9.1 8.7 12.8
Nonfarm labor 51 7.6 29 34 36 32 42
Other services 42 58 7.3 79 9.2 9.2 74
Farm manager 06 04 04 04 03 0.2 04
Farm labor 18 15 28 28 31 29 25
Forestry 0.2 0.2 0.3 0.2 0.0 0.1 0.2

Source: Calculations by authors from 1968-1998 March Demographic Supplement Files of Current Population Survey



Table 5: Black-White Wage 1968-1998

B.All Male Workers?

68-79 80-89 90-98
Total 123 -0.24 0.59
(0.15) (0.38) (0.29)
Observables 094 -0.07 0.25
(0.07) (0.16) (012
Prices 0.28 -0.28 -0.12
(0.03) (0.06) (0.05)
Quantities 0.66 021 0.37
(0.06) (011 (0.14)

Education, Experience, and L ocation

Observables 0.38 004 0.16
(0.04) (0.08) (0.10)
Prices -0.03 -0.15 0.07
(0.03) (0.06) (0.08)
Quantities 041 0.18 0.10
(0.04) (0.07) (0.09)

Industry and Occupation of Employment

Observables 056 -0.11 0.09
(0.06) (011 (0.14)
Prices 031 -0.13 -0.18
(0.04) (0.08) (0.10)
Quantities 0.25 0.03 0.28
(0.04) (0.07) (0.09)

Residual Inequality

Total 0.28 -0.17 034
(0.13) (0.25) (0.33)




. Mae Workers with Less Than 10 Y ears Experience?

68-79 80-89 90-98
Totd 134 -0.66 1.40
(0.26) (0.49) (0.65)
Observables 1.08 -0.18 0.19
(011 (0.20) (0.27)
Prices 0.39 -0.31 0.05
(0.05) (0.09) (012
Quantities 0.68 0.13 0.14
(0.09) (0.17) (0.23)
Education, Experience, and L ocation
Observables 057 0.17 -0.20
(0.10 (0.18) (0.24)
Prices 0.03 -0.16 0.04
(0.03) (0.06) (0.08)
Quantities 054 0.33 -0.24
(0.08) (0.15) (0.20)
Industry and Occupation of Employment
Observables 0.50 -0.35 0.39
(0.08) (0.15) (0.20)
Prices 0.36 -0.15 0.01
(0.05) (0.09) (012
Quantities 014 -0.20 0.38
(0.06) (012 (0.16)
Residual Inequality
Tota 0.27 -047 121
(0.22 (0.41) (0.54)

@ Table entries take the form of estimate (standard error). Theregressorsincluded in the estimations are region of
residence, a quartic in potential experience, education, industry, and occupation. The industry and occupation
variables are grouped together under the appropriate heading in the decompositions. Education, location, and
experience are similarly grouped.

Source: Calculations by authors from 1968-1998 March Demographic Supplement Files of Current Population Survey.



Table 6: Percentage of White Maes Earning Less Than Blacks by Percentile and Y ear

Percentiles 1968 1975 1985 1990 1995 1998 1968-1998
10" 33 4.2 51 6.2 59 73 50
25n 71 9.9 122 148 147 16.3 118
50" 16.8 249 273 304 328 36.3 276
75n 36.8 49.3 52.0 554 59.0 59.2 52.6
ag" 62.5 711 72.7 778 80.1 80.7 744

Source: Calculations by authors from 1968-1998 March Demographic Supplement to the CPS.



Table 7: Black-White Wage Convergence Controlling for Residua Inequdity Changes
1968-1998

1.All Mae Workers®

68-79 80-89 90-98

Total 123 -0.24 059
(0.15) (0.29) (0.38)
Observables 094 -0.07 025
(0.07) (012 (0.16)
Prices 0.28 -0.28 -0.12
(0.03) (0.05) (0.06)
Quantities 0.66 021 0.37

006)  (011) (014

Education, Experience, and L ocation

Observables 033 0.04 016
004 (008 (0.10)
Prices -0.03 -0.15 0.07
003)  (0.06) (0.08)
Quantities 041 0.18 0.10

(0.04) (0.07) (0.09)

Industry and Occupation of Employment

Observables 0.56 -0.11 0.09
(0.06) (0.12) (0.14)
Prices 031 -0.13 -0.18
(0.04) (0.08) (0.10)
Quantities 0.25 0.03 0.28

004  (007)  (0.09)

Residual Inequality

Total 0.28 -0.17 034
(0.13) (0.25) (0.33)
Unobservable Price Effect -0.27 0.03 -0.11
(0.05) (0.10) (0.13)
Unexplained Inequality 0.55 -0.20 0.44

012) (023 (0.30)




B. Mae Workers with Less Than 10 Y ears Experience?

68-79 80-89 90-98
Total 134 -0.66 140
(0.26) (0.49) (0.65)
Observables 1.08 -0.18 0.19
(0.12) (0.27) (0.20)
Prices 0.39 -0.31 0.05
(0.05) (0.09) (0.12)
Quantities 0.68 013 014
(0.09) (0.17) (0.23)

Education, Experience, and L ocation

Observables 057 0.17 -0.20
(0.10) (0.18) (0.24)
Prices 0.03 -0.16 004
(0.03) (0.06) (0.08)
Quantities 054 0.33 -0.24
(0.08) (0.15) (0.20)

Industry and Occupation of Employment

Observables 0.50 -0.35 0.39
(0.08) (0.15) (0.20)
Prices 0.36 -0.15 0.01
(0.05) (0.09) (012
Quantities 0.14 -0.20 0.38
(0.06) (0.12 (0.16)

Residual Inequality

Total 0.27 -047 121
(0.22) (0.42) (059
Unobservable Price Effect -0.05 0.07 -0.07
(0.07) (012 (0.17)
Residual Inequality 032 -0.54 127
(0.22) (0.42) (0.56)

aTable entries take the form of estimate (standard error). The regressors included in the estimations are region of
residence, a quartic in potential experience, education, industry, and occupation. The industry and occupation
variables are grouped together under the appropriate heading in the decompositions. Education, location, and
experience are similarly grouped.



Figure 1: Black-White Wage Gap 1968-1998
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Figure 2: Trends in College Wage Premiums
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Source: Calculations by authors from 1968-1998 March Demographic Supplement to the CPS.
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Figure 3: Average Weekly Earnings of Selected Industries 1968-1998
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Figure 4: Weekly Earnings of Selected Occupations 1968-1998
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Source: Calculations by authors from 1968-1998 March Demographic Supplement to the CPS.



Figure 5: Black-White Wage Gap 1968-1998
All Male Workers

Percent
0.6 -

Unadjusted Wage Gap

o5 0 mmre-- Residual Wage Gap
0.4 -

0.3 -+

024> -
. [ TN
s .- .
4 - ~

0.1 - T

O T T T T T T T T T T T T T T 1
1968 1970 1972 1974 1976 1978 1980 1982 1984 1986 1988 1990 1992 1994 1996 1998

Figure 6: Black White Wage Gap 1968-1998
Male Workers With Less Than 10 Y ears Experience
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Source: Calculations by authors from 1968-1998 March Demographic Supplement to the CPS.



Figure 7: Wage Dispersion Among College Graduates 1968-1998
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Figure 8: Wage Dispersion Among High School Graduates 1968-1998
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Figure 9: Average Wage Growth by Percentileand Y ear
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Figure 10: Average Wage Growth by Percentile and Y ear
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Source: Calculations by authors from 1968-1998 March Demographic Supplement to the CPS.



