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The disparity between black and white incones has been a
central problemof American public |ife for decades. Although the
gap is smaller than it was a generation ago, progress has been sl ow
and fitful, leading many to doubt whether true parity can be
achi eved w thout substantial governnment intervention in the |abor
market .5 No ri gorous appraisal of such policies can be undertaken
wi thout first knowi ng the root causes of this econom c disparity.
In previous work, we have shown that the wage gap between young
bl acks and whites (the disparity in their hourly pay) can be traced
largely to a gap in basic skills that pre-dates entry into the
| abor market (Neal and Johnson, 1996). Bl ack teenagers' reading
and math skills lag well behind those of their white counterparts,
and this skill deficit explains nost of the racial difference in
wage outconmes anong young adults.

In this chapter, we extend our previous work by exam ning the
rel ati onship between basic skills and annual earnings (hereafter
just "earnings"). W show that black-white differences in
premar ket skill do account for a significant portion of the black-
white earnings gap in the early 1990's. But even when we conpare
bl acks and whites with the sane premarket skills, |arge earnings
differences remain. Only black workers at the top of the skil
distribution report wearnings close to those of their white
counterparts.

Since earnings are the product of hourly wages (hereafter just

'For an excellent survey of the literature on black economc
progress, see Smith and Wl ch (1986). For a survey of the economc

inmpacts of Civil Rights legislation, see Heckman and Donahue
(1991).
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"wages") times hours of paid work, earnings differences can arise
from wage differences, enpl oynent differences, or both. W
docunent inportant racial differences in enploynent that contribute
significantly to the bl ack-white earnings gap. Young white workers
work significantly nore hours than young blacks with simlar
skills. The main exception is that young bl ack col |l ege graduates
work alnmost as many hours as equally-skilled white college
graduates. As a result, they earn alnost as nuch per year.
Finally, we show that the disparity in hours worked has a
curmul ative effect. At all skill levels, the black-white wage gap
stens partly fromblack-white differences in past work experience.

We begin this chapter by describing the effect of black-white

skill differences on wages. W then exam ne racial differences in
earnings and their relation to skill differences, first anong wonen
and then anong nen. The results for nen then lead to an

exam nation of the relationship between past and current
enpl oynent. W cl ose by di scussing possible interpretations of our

results.

| . WAage Rates and Basic Skills

The National Longitudinal Survey of Youth (NLSY) is an annual
survey that docunents the educational and work experiences of nore
t han 10, 000 young peopl e born between 1957 and 1964. The NLSY has
col l ected data fromthese individuals since 1979. The data set is

uni quely suited for our purposes because in 1980 nost respondents
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were given a common test of basic skills, the Armed Forces
Qualification Test (AFQI). The Departnent of Defense uses this
test to screen applicants for mlitary service and, according to
W gdor and Green (1991), it is a racially unbiased predictor of
mlitary job performance.

We restrict our analysis to respondents born from 1962 to 1964
because these individuals took the AFQr before they turned
nineteen. At the time of the test, they had just begun to make
choi ces about post-secondary schooling or enploynent. Because
their AFQT scores neasure their skills at the beginning of their
careers, these scores should not be contam nated by discrimnation
in either the | abor nmarket or post-secondary education. The Data
Appendi x descri bes the construction of our data set.

Al t hough there is substantial overlap between the normalized
AFQT score distributions for blacks and whites, on average bl acks
score substantially Iower than whites. The racial difference in
mean scores is roughly one standard deviation for both nmen and
wonen.

To neasure wages, We average a respondent's inflation adjusted
wages from 1990 to 1993. By using a four-year average, we cone
slightly closer to estimating "permanent" differences in wages
bet ween bl acks and whites and are al so able to include respondents
who worked at any point in a four year span, but not necessarily in
all four years. This is inmportant when studying people with | ow

attachnent to the | abor force.EI

? Neal and Johnson ( 1996) used a two-year averaging period.



-4-

Tabl e 1 exam nes some of the determ nants of our neasure of
wage rates. Columms (1) and (3) estinmate the racial gap in wages
for men and wonen, controlling only for workers' age. Anbng nen
for exanple, the nmean of the |og of wages is -.277 |ower for blacks
than whites. This difference inplies that black nen earn 24
percent |ess per hour than white nen. For wonen, the -.183 | og
wage gap inplies that black wonen earn 17 percent |ess per hour
t han white wonmen of the sane age. Controlling for AFQT conpletely
changes these residual wage gaps (see columms (2) and (4)). For
men, the wage gap narrows by roughly two thirds, to about 9
percent. For wonen, the gap is actually reversed. Bl ack wonen earn
five percent nore per hour than white wonen with the same AFQT

score. i

The sanpl e here includes nore people who do not work very often.

‘For men, the AFQT-adjusted black-white wage gap is slightly
|arger in absolute value than the corresponding gap of -.072
reported in our previous paper. A significant portion of the
difference reflects the fact that the present sanple contains an
additional 97 workers wth very weak attachnent to the | abor

market. |If we use the 1990-93 average wage but restrict the sanple
to our original sanple of workers, the adjusted | og wage gap is -
. 084. See our original paper for an extended treatnent of

selection bias in these regressions.



Tabl e 1 here

AFQT is not sinply a proxy for race in these regressions
Tabl e 2 shows the relationship between AFQI and wages for bl acks,
whi tes and Hi spanics separately. Colums (2) and (5) of Table 2
show that AFQI has as large an effect on wages wi thin the black
popul ation as it has in the whole population. Basi ¢ cognitive
skills, as measured by AFQI, raise the wages of blacks at |east as
much as they raise the wages of whites. |In short, basic skills do
i nfluence wages and a large fraction of the black-white wage gap

reflects a skill gap that pre-dates | abor market entry.

Tabl e 2 here

O course, earnings depend not only on hourly wages but al so
on how many hours workers are enployed. Even if firnms pay workers
strictly according to productivity, without regard to race, they
mght still be less inclined to hire black workers and this may
reduce bl acks' earnings.EI Earnings differences may provide a
different and nore conplete picture than wage differences of the
econonm ¢ consequences of both |abor market discrimnation and

bl ack-white differences in premarket skills.

‘As we show below, difficulties in finding enploynent may al so
translate into |ess work experience and slower wage growh for
bl ack workers, which inplies an additional drag on earnings grow h.
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1. Basic Skills and Whnen's Ear ni ngs

Tabl e 3 shows how wonen's age and AFQT scores affect their
earnings.EI The earnings neasure is the |log of average annua
inflation-adjusted earnings from 1990 to 1992 for everyone who
reported any earnings during this period.°® OB ack wonen, on aver age,
enjoy a substantial earnings advantage over white wonmen wth
simlar AFQTI scores. Although colums (3) and (4) show that the
earnings gap is smaller anong highly skilled wonen, predicted
earni ngs for black wonen renmai n above predicted earnings for their
white counterparts over alnost the entire range of black AFQT
scores.

At first glance, Tables 1 and 3 suggest that, holding
premarket skill constant, black wonmen earn nore per year and are
paid slightly higher wages than white wonen. However, these
results should be interpreted cautiously for two reasons. First,
we do not observe potential wages and potential earnings for every
woman in our sanple because some wonen choose not to work or to
work part-time. Second, the m ssing wage and earni ngs data do not

represent a random sanple from the overall distribution. Thi s

‘Here, we present results from a specification which uses a
guadratic function of AFQT. W also tried linear, cubic and
quartic specifications. For black wonen, the |linear specification
perfornms poorly. However, the sanme basic pattern of black-white
earni ngs gaps energes for nmen in all four specifications.

°The NLSY survey asks questions about current wages and about
earni ngs during the past cal endar year. Therefore, while wage data
are available through 1993, earnings data are available only
t hrough 1992.
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raises the possibility that the results in Tables 1 and 3 nmay
m srepresent the relative econom c status of black wonen.

M ssing wage and earnings observations create a conplex
probl em in our analyses of wonen's wages and earnings. Although
sonme researchers are willing to assune that prine age nen who are
not working have |ower potential wages than simlar nen who are
working, few if any are willing to make a simlar assunption
concerni ng wonen. Many wonen with relatively high potential wages
choose not to work for pay, particularly if they have young
chil dren or husbands wi th high i ncomes.

Further, even if we knew the potential wage of each woman in
our sanple, we would still have a related problem Wnen can often
choose whether to work part-time or full-tine. For those who
choose to work part-time, actual earnings will understate potenti al
ear ni ngs.

A conpl ete analysis of femal e | abor supply is beyond the scope
of this chapter, but we can show why we are reluctant to take our
results for wonen in Tables 1 and 3 at face val ue. Table 4
provi des wage analyses for sanples of wonen defined by nmarita

status. A "never nmarried" woman is one who said in 1993 that she

‘Many | ess skilled women with children, especially those who are
not married, also choose not to work. Sonme of these wonen are on
publ i ¢ assi stance and have decided that, given child care expenses
and other fixed costs of work, they are better off at hone.
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had never been married, while the "ever married" group includes
everyone el se.

Al t hough ever married black wonen receive wages over eight
percent higher than their white counterparts, never married bl ack
women recei ve wages quite simlar to those of never narried whi t es. B

If highly skilled, married, black wonen have |l ess wealth than
their white counterparts, it is possible that the correlation
bet ween potential wages and the probability of participation is
stronger anong bl ack wi ves than anong white wives. |If this is the
case, wage conpari sons based only on participants nmay overstate the

relati ve econom c status of black wonen as a whol e.

Tabl e 4 here

In simlar analyses for nmen, we cannot reject the hypothesis
that the black-white wage gap is the sane in both sanples.
Further, the difference in the estimated gaps is roughly half as
| arge as the difference between the wage gap estimates in col umms
(2) and (4) of Table 4.
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Bl ack-white differences in observed patterns of |abor supply
are equally striking. Anbng whites, never married wonmen work on
average six weeks nore per year than ever nmarried wonmen. Anong
bl acks, the situation is reversed; never married wonen worked si X
weeks |ess than ever narried wormen worked.® The relationship
between marital status and | abor supply clearly differs by race.
If we assume that marital status is correlated with unneasured
aspects of skill, we confront the possibility that the rel ationship

bet ween unneasured skills and | abor supply also differs by race.
1. Basic Skills and Men's Earnings

The rest of this chapter focuses on explaining the black-white

earnings gap anong nmen. Wiile the selection biases that plagued

*Wiil e 92 percent of the black women in our narried category
report positive weeks worked during the 1990-92 period, the
corresponding figure is only 77 percent for single black wonen.
White wonen exhibit the reverse pattern; 95 percent of single
wornen report working, while the figure for married wonen is only 91
per cent .
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t he anal ysis of wonen m ght al so influence nen, such effects shoul d
be snaller because few married nmen are secondary earners and
because our sanple includes every respondent who worked at all
during 1990, 1991, or 1992.

Colum (1) of Table 5, parallel to Table 1's analysis of
wages, presents the differences in |og earnings between bl ack,
white and Hi spanic nmen, controlling only for age. A conparison of
Tables 1 and 5 shows that the |og earnings gap between bl ack and
white nen is over twice as |large as the wage gap. Black nen earn
48% | ess per year than whites of the same age, even though their
wages are only 24% | ower . ' When we control for AFQT in colum (2),
the earnings gap between black and white nen is cut in half
Consequently, while premarket skills explain a significant part of
the earnings gap, they account for a smaller fraction of the

earni ngs gap than of the wage gap.

Tabl e 5 here

" The log earnings gap reported here is roughly twice as |arge
as the black-white gap in log annual earnings based on annua
earnings data from the Current Population Surveys, a common
resource for research on black-white earnings differences. e
report a larger gap for three reasons. First, our three year
average includes all persons who report valid earnings in as little
as one year. The inclusion of workers with weak attachnment to work
expands the bl ack-white earnings gap. Second, the CPS definition
of white includes sonme Hi spanic workers, while the NLSY does not.
Finally, the NLSY data include nore black workers who report
relatively nmeager earnings in any given year. This has little
effect on the black-white ratio of average annual earnings, but
noticeable effects on the gap in average |og annual earnings.
However, in |log earnings regressions that restrict the sanple to
men who earned over $1,000 in 1990, the estinmated bl ack-white gaps
in log earnings taken fromthe NLSY and CPS are al nost identi cal
gi ven appropriate adjustnents in the NLSY classification of whites.
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However, columms (3) and (4) of Table 5 show that AFQI has a
substantially greater inpact on |og earnings anmong blacks than
anong whi t es. & Despite the |large overall earnings gap, anmong 27
year old nmen with AFQT scores nore than one standard deviation
above the sanple nean, blacks earn only about 5% | ess than white
men. However, since only five percent of the black sanple scored
nore than one standard devi ati on above the sanpl e nean on the AFQT,
t he earnings gap for nost black nen is nuch |arger.

Wiy is the black-white earnings gap for nmen |arger than the
correspondi ng wage gap, and why is the earnings gap for nen smaller
anong high-skill workers? Schooling provides at |east part of the
answer. Table 6 shows earnings, wages, and |abor supply by race
for workers in different education categories. Anong nmen wthout a
hi gh school diploma, blacks work and earn significantly |less than
whites. For both hours and weeks worked, the ratio of black |abor
supply to white |abor supply is under .8. Among hi gh school
graduates, the racial gap in labor supply is snmaller but stil

substantial. Anong college graduates, however, the gap is trivial.

“I'n pool ed specifications that involve different slopes by
race, we reject the null hypothesis that the rel ati onshi ps between
AFQT and earnings are the sane for both black and white nen.
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Tabl e 6 here

Since test scores are correlated with future educational
attainment, the results in Table 6 raise the possibility that the
strong relationship between AFQT and earnings anong bl acks
operates, at least in part, through post secondary education.
Table 7 confirms this hypothesis. The relationship between |og
earnings and AFQT is nuch nore simlar for blacks and whites when
we control for educational attainnent.

Two forces drive this result. Youth with strong basic skills
are nore likely to attend college, and in addition, the return to
coll ege education is greater for black students than white
students. Anobng students who begin college with roughly the sane
basic skills, black students who graduate earn much hi gher returns
than white students who graduate. Assum ng that workers supply
| abor inelastically, these higher returns take two forns. The
col |l ege wage premiumis greater for black workers, and as Table 6
i ndi cates, coll ege degrees appear to have a greater effect on the

enpl oynment opportunities of black worker s.

12

The appendix to Neal and Johnson (1996) provides separate
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estimates of the coll ege wage prem um by race conditional on AFQT.

This premiumis notably larger for blacks. Simlar results hold
in our present sanple. Further, although Table 6 provides the raw
differentials in enploynment by education category, a simlar
pattern holds conditional on AFQT.
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Tabl e 7 here

To see the total inpact of these effects, consider two nen,
one black and one white, both born in 1963, both with college
degrees and both with AFQI scores equal to the sanple nean. As
figure 1 shows, the black man's predicted log earnings are only
seven percent lower than those of his white counterpart. In
contrast, the same conparison for two nen who are high school

dropouts reveal s an enornous gap in predicted earnings.

Figure 1 here

| V. Causes and Consequences of Lower Enploynent Rates Anong Less
Educat ed Bl ack Men

Table 6 shows that black nmen with less than a college
education work significantly fewer hours than simlarly-educated
white nen, which clearly contributes to the bl ack-white earnings
gap. Although black nen earn | ower wages than white nen in al
educati on categories, observed black-white differences in weeks and
hours worked are too large to be explained as a voluntary | abor
supply response to | ower wages. Most estinmates of the response of
men' s | abor supply to a pernmanent increase in wages are snmall and

of ten negative ( Pencavel 1986 ).
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Wiile we do not know what causes |ess educated black nen to
work | ess than their white counterparts, we do know that working
|l ess today is likely to reduce wages in the future. |[|f blacks work
| ess than whites at the beginning of their work lives, theories of
| earni ng by doing and on-the-job training predict that ol der bl acks
will have lower wages as a result. The initial effects of
enpl oynent di scrimnation could then conpound over the course of a
decade into wage differences |ike those shown in colum (2) of
Tabl e 1.

Tabl e 8 exam nes the effect of experience on wages. Colums
(1), (3) and (5) show regressions of |og wages on race, age, and
AFQT. Each regression is restricted to workers with the sane
anount of education. The coefficients on the black dumy vari abl e
in these regressions describe the skill-adjusted wage gap between
bl acks and whites in a given education category. As one would
expect from Table 6, these gaps decline wth educational
attainment. In fact, black male college graduates in this sanple
earn higher wages than white nale graduates with simlar AFQT
scores, though the difference is not statistically significant.

However, even holding AFQI constant, black high school
dropouts and graduates earn substantially |ower wages than their

white counterparts.

Tabl e 8 here

Can differences in past work experience account for these
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gaps? In colums (2), (4) and (6) of Table 8, we add a neasure of
total weeks enpl oyed between the year the respondent turned 18 and
1990, which is the first year used in our neasure of average wages.
The bottom panel of Table 8 shows the average weeks worked by each
gr oup.

Colums (2), (4) and (6) show that prior work experience is
strongly associated with wages for each of the education groups,
but especially for the two non-college groups. For dropouts and
hi gh school graduates, each additional year of work experience adds
roughly 5 percent to the wage rate. For high school graduates,
roughly hal f the unexpl ai ned bl ack-white wage gap can be attributed
to differences in past wrk experience (conpare the race
coefficients in colums (3) and (4)). For dropouts (colums (1)
and (2)), experience explains about 30 percent of the renaining

bl ack-white gap.

“The specifications in Table 8 force the AFQT effects to be
the sane for blacks and whites in the sane educati on group. W& have
used nore flexible functional forns to estinmate the inpact of past

wor k experience on the residual black-white wage gap and have
found simlar results.
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If these racial differences in past work experience result
from enpl oynment discrimnation, then discrimnation contributes
significantly to observed wage and earni ngs gaps between bl ack and
white nen. However, these enploynent differences may not be caused
primarily by enployer discrimnation. Wrkers in general, and young
people in particular, often learn about job opportunities from
i nformal networks of friends, famly, and associates. This may be
particularly true for |ess educated workers. *H ¢ young bl ack nen
have | ess extensive informal job search networks than their white
counterparts, racial differences in work experience my reflect a
bl ack disadvantage in access to information about enploynent
opportunities. Wiile this information disadvantage may be the
result of discrimnation against past generations of blacks, it

could persist even if enployers no | onger discrimnate.
V. Concl usi ons

In this paper, we use AFQTI scores for the younger nenbers of
the NLSY panel as a neasure of the skills young adults bring to the
| abor market. W neasure | abor market outconmes when workers are in

their late 20s and early 30s. W find that:

1. Skills are inportant determ nants of wages and earnings. Skill

differences explain a substantial part of the wage and earnings

“See, for exanple, Rees and Gray (1982). Enployed fanmily and
friends may also help enployers identify responsible potential
enpl oyees.
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variation anong blacks, anobng whites, and between blacks and
whi t es.
2. For nmen, the black-white gap in annual earnings is nore than
twice as large as the gap in hourly wage rates. Further, the
racial difference not explained by skills is three tines as |arge
for annual earnings as for hourly wages.
3. Black nen's low earnings are partly attributable to the fact
that | ess educated black nmen work significantly fewer hours and
weeks than their white counterparts. This phenonenon is probably
not attributable to the fact that black men are offered |ower
wages.
4. Less work experience during their early years in the job nmarket
has a notable effect on the wage gap faced by | ess-educated bl ack
men in their late twenties and early thirties.
5. The relationship between basic skills and eventual earnings is
stronger anong black nen than white nen. This reflects, in |arge
part, a racial difference in the return to post secondary
school i ng.

We have identified two inportant reasons why black nmen earn
| ess than white nen. First, black nmen enter the | abor market with
fewer basic skills. Second, black nmen get |ess work experience
early in life. D scrimnation by enployers nay play a direct
role in reducing black nmen's wages by inhibiting the accunul ation
of val uabl e | abor market experience. However, the black-white gap
in basic skills at the tinme of Iabor narket entry remains a

prom nent cause of black-white earnings inequality.
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DATA APPENDI X

This paper draws on data taken fromthe National Longitudi na
Survey of Youth. The data include respondents from the national
cross-section subsanple (Sanple ID < 9), and fromthe H spanic and
bl ack suppl emental sanples. W do not use data fromthe poor-white
or mlitary supplenmental sanples. Therefore, although our
resulting sanple contains a disproportionate share of blacks and
Hi spanics, the data are nationally representative wthin each
racial category. There are eight variables used extensively in our
anal yses which are not taken directly from the NLSY data, but
created from the information available in the NLSY. These
vari abl es are age-adjusted AFQI, high school graduate, college
graduate, average wage, average earnings, average hours worked,
aver age weeks worked, and total weeks worked prior to 1990.

The age-adjusted AFQT variable is based on the 1989 scoring
formula for the AFQT (See NLS User’s Guide). To adjust the scores
for age, we regress AFQT on year of birth dunmes. W then capture
the residuals fromthis regression and normalize them to have a
standard devi ation of one. These standardi zed residuals are the
age- adj ust ed AFQT scores.

The high school and college graduation variables identify
i ndi vidual s who actually graduated from high school or college.
Persons who receive GED certificates are not counted as hi gh schoo

graduates. In nost cases, a college graduate is a respondent who
reports both receiving a college degree and also conpleting at
|l east fifteen total years of schooling. In cases where degree

information is not available, college graduates are defined as
per sons who have conpl eted at |east sixteen years of schooling.
Average wages are defined as the average reported wage over
the 1990-93 survey years. The wage observations conme from the
current or nmpost recent job at the time of the interview. Reported
wages | ess than one dollar per hour or nore than 75 dollars per
hour are treated as coding errors. |f a person does not have a
val id wage observation for a given year or years, the average is
conputed from the balance of the wage observations. Aver age
earnings are defined as the average reported earnings over the
1991-93 surveys. The earnings observations are total |abor
earnings in the previous calendar year. |If a respondent reports
zero earnings for one or two years, these observations enter the
cal cul ation of average earnings. However, if earnings data are
mssing or invalid for a given year, the average earnings are
conputed using data fromthe remaining years. Earnings data do not
include mlitary pay. Therefore, we treat earnings data as
invalid if respondents served in the mlitary for any part of the
cal endar year in question. Persons who report zero earnings in
all surveys years containing valid data are given an average of
zero and excluded fromthe regressions involving | og earnings.
Aver age weeks and hours worked are cal cul ated using data from
the 1991-93 surveys on weeks and hours worked in all jobs during
t he past cal endar year. For person-years where | ess than 52 weeks
are covered in the data, we inpute annual weeks worked using the
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“weeks unaccounted for” variables. |If inputed total weeks exceed
52, the record is declared invalid. For cases involving
i mput ations, we top code annual hours at 3500. The total weeks
wor ked prior to 1990 variable is also cal culated using the weeks
wor ked during the past cal endar year variable. |Invalid cases are
identified using the sanme rule. |If data are missing for a given
year, and data are available in both adjacent years, we inpute
annual weeks as the average of reported annual weeks worked in the
two adj acent years. Al other inputations are based on the average
of all annual weeks worked reported in valid interview between the
eighteenth year following the worker’s birth and the 1990
i ntervi ew.
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Table 1: Effect of AFQT on Wage Rates

Dependent Variable: log wage rate

Men Women
Independent Variables (1) (2) 3 (4
Black -.277 -.098 -.183 .052
(.024) (.025) (.028) (.029)
Hispanic -132 -.009 -.024 160
(.028) (.028) (.032) (.032)
Age .041 .034 -.002 .010
(.013) (.012) (.015) (.014)
AFQT 75 .249
(.012) (.014)
Constant 5.79 5.92 6.72 6.27
(.356) (.332) (.407) (.373)
N 1689 1689 1546 1546
Adjusted R? .075 194 .028 .189

Note: The sample includes respondents who report a valid wage observations between 1990 and 1993. We begin
with 1881 male and 1805 femal e respondents who have valid AFQT scores and are born after 1961. We eliminate
59 males and 163 females who report, in all interviews, that they have not worked since the previous interview. We
eliminate 133 males and 96 females because their records contain no valid wage/employment information during the
1990-93 period. Standard errors are in parentheses.
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Table 2: Effect of AFQT on Wage Rates by Racial Group

Dependent Variable: log wage rate

Men Women
Independent White Black Hispanic White Black Hispanic
Variables
D 2 (©) 4) ©) (6)

Age .041 .043 -.004 .018 .003 .002

(.016) (.023) (.032) (.022) (.022) (.030)
AFQT 176 193 .148 .262 252 215

(.014) (.022) (.028) (.022) (.025) (.029)
Constant 5.73 5.59 6.92 6.06 6.50 6.63

(.436) (.619) (.877) (.572) (.592) (.809)
N 870 500 319 767 459 320
Adjusted R? 156 136 .074 .166 .185 .146

Note: Wage rate is average real wage rate over 1990-93. See note below Table 1 for data description. Standard
errors are in parentheses.
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Table 3: Earnings Differences and AFQT: Women

Dependent Variable: log annual earnings

All Races White Black
Independent Q) (2 ©)] 4
Variables
Black =271 191
(.078) (.084)
Hispanic -.095 .270
(.088) (.089)
Age -.049 -.028 -.042 -.017
(.042) (.040) (.056) (.078)
AFQT 506 541 419
(.043) (.075) (.097)
AFQT? -.035 -.025 -.206
(.038) (.061) (.100)
Constant 10.56 9.78 10.12 9.75
(1.13) (1.08) (1.51) (2.11)
N 1442 1442 728 421
Adjusted R? .007 .097 .105 076

Note: The sample includes respondents who report positive earnings in at least one survey year. We begin with a
sample of 1805 femal e respondents who have valid AFQT scores and are born after 1961. We eliminate 96
respondents because their records contain no valid earnings data for any of the yearsin question. We eliminate an
additional 267 respondents who report zero earningsin al valid interview years. Standard errors are in parentheses.
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Table 4: Women's Wages by Marital Status

Dependent Variable: log wage rate

Never Married Ever Married
D 2 3 4)

-.312 -.024 -.128 .085
(.050) (.054) (.035) (.035)
-.016 184 -.035 .146
(.064) (.061) (.037) (.036)
-.042 -.012 .016 .019
(.027) (.025) (.018) (.016)
.242 247
(.025) (.016)

7.87 6.88 6.23 6.03
(.736) (.668) (.485) (.447)
392 392 1154 1154
.109 .283 .010 161

Note: "Never Married" refersto marital statusin 1993.

Standard errors are in parentheses.
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Table5: Earnings Differences and AFQT: Men

Dependent Variable: log earnings

All Races White Black
Independent D (2 3 4
Variables
Black -.653 -.318
(.057) (.060)
Hispanic -.302 -.087
(.066) (.066)
Age 074 .059 .098 .000
(.031) (.029) (.031) (.070)
AFQT 337 318 447
(.027) (.031) (.080)
AFQT? -.054 -.032 -.016
(.024) (.028) (.071)
Constant 7.85 8.17 7.09 9.46
(.828) (.792) (.852) (1.89)
N 1638 1638 850 483
Adjusted R? 077 159 133 .080

Note: The sample includes respondents who report positive earningsin at least one survey year. We begin with 1881
mal e respondents who have valid AFQT scores and are born after 1961. We eliminate 107 respondents because their
records contain no valid earnings data for any of the yearsin question. We eliminate an additional 119 respondents
who report zero earningsin al valid interview years. Standard errors are in parentheses.
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Table 6: Men's Wages, Earnings, and Labor Supply by Education and Race

Log of Wage Log of Average annual Average annual
Rate Earnings hours weeks
D 2 (©) 4
L ess than High School
White: 6.73 9.42 1915 42.1
(-39) (.95) (770) (13.2)
Black: 6.49 8.60 1441 33.8
(.38) (1.55) (780) (16.6)
Black/White 787 440 752 .803
Ratio:
High School
White: 6.87 9.84 2135 46.6
(.36) (.73) (685) (10.2)
Black: 6.64 941 1865 42.1
(.40) (.92) (772) (13.7)
Black/White 795 .651 874 .903
Ratio
College
White: 7.19 10.28 2274 48.8
(.40) (.549) (633) (7.3)
Black: 7.09 10.10 2248 48.7
(-39) (.826) (564) (8.4)
Black/White .905 .835 .989 .998
Ratio

Note: The samples for columns 2 through 4 include 1643 persons. These are the respondents in the sample used for
Table 5 minus 12 respondents who have invalid labor supply records. The wage sample eliminates an additional 21
respondents who report invalid wages. Sample standard deviations are in parentheses.
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Table 7: Effect of Education and AFQT on Men's Earnings

Dependent Variable: log earnings

White Black
Independent Variables D ()]
High School .308 .726
(.065) (.119)
College 341 521
(.072) (.194)
Age .103 .051
(.031) (.067)
AFQT 184 .220
(.036) (.086)
AFQT? -.057 -.038
(.029) (.069)
Constant 6.73 7.46
(.832) (1.83)
N 850 483
Adjusted R? .180 161

Note: Excludes respondents with zero earnings. See notes below Table 5 for more on the earnings variable. Standard
errors are in parentheses.



Table 8: Effect of Experience on Men's Wages
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Dependent Variable: log wage rate

L ess than High School High School College
D ) (©) (4) ©) (6)
Age .030 -.021 .038 -.005 .060 .035
(.023) (.024) (.016) (.017) (.029) (.031)
Black -.144 -.100 -.133 -.066 .074 .087
(.045) (.044) (.034) (.034) (.071) (.071)
Hispanic .052 .054 -.028 -.008 -.110 -121
(.046) (.045) (.038) (.017) (.076) (.077)
AFQT .150 131 .087 .088 .189 .188
(.024) (.024) (.017) (.017) (.038) (.038)
Total Weeks .0010 .0010 .0005
Employed (.0001) (.0001) (.0002)
Constant 5.955 6.991 5.800 6.607 5.341 5.836
(.633) (.630) (.445) (.436) (.787) (.818)
N 480 480 847 847 292 292
Adjusted R? 131 197 .085 .160 .105 115
Mean Weeks
Worked:
Whites 320 358 319
Blacks 267 290 290

Note: Standard errorsin parentheses. This sample includes the 1689 males with valid wage observations (see Table

1) minus 70 respondents who have at least one invalid annual weeks worked record.



