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Earnings inequality trends are sensitive
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the concept of the wage distribution

across all hours worked yields virtually no change
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in lnequauty between the mid-1980s and mid-1990s

ising earnings inequality in the United

States is conventional wisdom among

economists, policy elites, and journalists.
Over the past several years, an extensive litera-
ture has emerged that documents increases in earn-
ings inequality and attempts to provide explana-
tions of the phenomenon.! Richard Freeman has
argued that “Researchers using several data
sources—including household survey data from
the Current Popuiation Survey, other househoid
surveys, and establishment surveys—have docu-
mented that wage inequality and skill differentials
in earnings and employment increased sharply in
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Economic Perspectives published a symposium of
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Much of the debate deals with the role of trade,

oreion investment. and technoloev as maior
Iorel Ves

gn investment, and technology as major
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sources of increasing earnings inequality.’ It is
common to attribute part of the rising inequality to
falling real minimum wages and declining union-
ization. The 1997 Economic Report of the Presi-
dent summarizes the experts’ consensus on the

contributing factors as foilows: technoiogical
change (45 percent), international trade (12 per-

cent}, a decline in the real minimum wage (10 per-
cent), a decline in unionization (10 percent), ris-
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mg 1mmxgr ation (6 percent }y and other causes (1

percent).®
The descriptions and diagnoses of U.S. trends

in earnings inequality have exerted a great influ-

ence on debates over the minimum
agreements labor law reform, and tax p011c1es.
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Earnings Inequality

overall labor market from the perspective of what employers

pay for the distribution of iabor input. This article argues that
some commonly used measures may be appropriate for norma-
tive questions, but they are inappropriate for assessing how
market and institutional forces combine to alter the overall dis-
tribution of quantities of labor input purchased at each price
(wage).

ost studies rely on data on individual workers from

4V & household records, as Teport ted uy a rcSpuuaiurc adult;
some use summary data on groups of workers, as reported by
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records reported by employers to State unemployment insur-

PP PO rasme nmd T daiatea e

d-llLC agcuut:a, Julld Ldllc, UdVlu OI.CVCllb, dallu 1 ucil lVCu cVi-
dence on trends in three States that conflict with the conven-

uUlldl bl.Uly Ul LUllllllUlllg ulucaSca lll Cd.lulllsb lucquauty
These wage records provide data on quarterly earnings, in-

s Ao acs oty lcezoaa P P L P s T Fre Amernddd

uuumg UdbC pay, DUIIUNCS, a.uu LUlllllllbblUllB, 101 COfsiacr-
ably more than 90 percent of workers. Using the universe of

temammesa] A niad frmcrrmanan ragn manarde 1n theras loaeas Qtatag

UUCHIPIVYLICIL 1IDUTALILe wagt 1CLUIuUD ill UIcy lal gt slaes,

we tabulated mequahty in quarterly earnings (as measured by

ha Mo AEF A mnA thha O 1N AntAff watia) 1n tha thied
uic Ullll bwlllblclll a.uu ulc ZUT1V LUWULL 1auv)y in UIC ulau

quarters of 1985 (one State only), 1988, 1991, and 1994. By

an tanaiieag smammalite daslinad clicghtly fabhant ) nan~ant)

thna
WICHT HICad>SUILy, lucquauty usLuncu Bllslllly favuut & pvivelly

in 2 of the 3 States; inequality rose less than 1 percent in the

thied Qtata Althaiioh tha nnamanlagymant smanranna dAota mes

uilu oaw. ruuu)usu uiv ullUlllPlU]lllellL Hulalive uata piv-

vide no information on hours worked and thus on trends in

irnta infarmatian alant

alAd
ca.uuusa Wl uuu1, ulc_y UU ylclu a\,Culaw pIsese )} lllal.LUll awut
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Stimulated by these findings, I decided to reassess trends
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finding is that trends in earnings inequality are highly sensi-

tive to the earnines measure and to the samnle of workers
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The first two sections discuss concepts of wage inequality
and alternative data sources used to measure these concepts.
The third section presents evidence that overall wage rate

ineaguality stonned rmlng after the mid-1980s. The final sec-
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tion cites several sources that reconcile the finding that there

wasg no increase in overall waoe inequalitv with the ricino
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wage differentials between well-educated and less educated

workers.
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Concepts of earnings inequality

Measunng trends in earnings mequahty involves choosmg a

concept of earniin ngs, an ‘CCuuuuug pcnuu, a bd.lllplc of work-
€rs, an mequahty index, a time span, and a data set. The
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ing inequality within a subset of workers may well be con-
sistent with no change in the overall distribution of labor in-

another group may have increased its share of
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tion was whether technology was causing a change in the dis-
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served increases in the anantities purchased at the bottom and
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top tails of the steel price distribution and decreases in the

middle part of the distribution. we would conclude that a rige
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in mequa]lty took place. Note that the appropriate data would

cover the entire qnanhtv of steel sold in the relevant market:
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one would not limit the analysis to a single major steel sup-
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prices of steel sold by the top four vendors, because steel-

makerst mloht have come to snecialize in segments in the mar-
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ket, and thus, the price distribution of quantities sold by each
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the overall distribution was becoming less equal.

The same logic should apply to combining hours supplied

by male and female workers, younger and older workers, and

full-year and part-year workers. Suppose that, despite changes

in trade, technology, and migration, employers as a whole

nravided tha camea digtribution of inhe and naid the same dis-
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tribution of wages in the current year as in some prior year.

Cunnase howavar that at the same time. reduced discrimina-
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tion against women or more rapid gains in human capital
amono women led to a ehlffmg of nositions between some
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male and female workers. Assume that some men receiving
wages at the midpoint of the male wage distribution ex-
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changed their jobs for posrtlons held by women, which paid
less than the average men’s salary, but above the average
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women's salary. In this case, the employers would be h1r1ng
the same quantities of labor hours at each relative wage, vet
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wage inequality would have increased both among men and
among women separately.
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Thus, studies that draw implications about the role of
forces like technology and trade on inequality should
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the first of which
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Suppose, for example, that a smaller proportion of low-wage
workers worked 50 or more weeks in 1984 than in 1994, In
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this case, earnings inequality could rise for the sample of
ypar-rmmd workers (but not necessarilv for all workers) be-
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cause the 1994 distribution would have mcluded more of the
bottom tail. Second, while the motivation for using only
full-time, year-round workers is to focus on differences in
pay per hour, restricting the sample in this way fails to take
adequate account of differences in hours and how they vary
with wage rates. In fact, variations in hours worked among
full-time, year-round workers are large (about 18 to 20 per-
cent of hours worked), and the correlation between wage
rates and annual hours rose from 0.008 to 0.052 between
1984 and 1994; among men, the increase was from —0.057
to +0.018.12 Third, the use of annual earnings with full-time,
year-round workers as the unit of observation gives more
weight to hours supplied by workers with relatively few hours
worked than to workers with relatively many hours worked.
For instance, those working 2,600 hours and those working
1,750 hours will have the same weight.!?

The analysis presented in this article avoids these prob-
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To ClCVClOp esumates of wage distributions [Ill'Ol.lgﬂOl.ll the
United States, investigators usually turn to one of two sources
of earnings data from the Current Population Survey {cps). cps
questions posed in March of each year yreld information on
the preVIOUS ye€ar ’s earnin 128, We eks wurncu, and usual hours
per week, while questions asked each month of one-quarter of
the cps sample cover usual weekly earnings and usual weekly

e
hours on the worker s pn ary _] b al matrv e source is
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wave. by yl\.\.uls Lusvulvn information on the same indivi

als for three or four waves, one can obtain annual data.

aithar Af tha data cate and ralatad soncante ara flawlace
Neither of the data sets and related CONCTPLS al 1iawilss.

The cps data based on usual weekly earnings and hours are

problematic in pri

spondent is asked about usual, not actual, weekly earnings
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hour, the interviewer asks how much the respondent earns per

hour. No information is available on those working a second
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job or self-employment. Nor does the question specify a pe-
riod during which these usual hours, eammuc or wage rates

apply. Addmg to these difficulties, begmmng in 1994, the CPS
questions on usual weekly earnings changed slightly to men-
tion taxes explicitly, thus creating problems of comparability.

In an effort to validate self-responses to wage and earnings
surveys by comparing person reports with earnings records by
firms, Rodgers, Brown, and Duncan found that all person re-
sponses were subject to considerable measurement error (as-
suming that employer records revealed the true amounts of
earnings and hours worked for a given employer).'* However,
person responses to the question about usual earnings per pay
period correlated less with employer reports (0.456) than did
responses to questions about annual earnings (0.78-0.79). In
addition, person responses to a question about usual hours
worked per week had only a 0.61 correlation with employer
information. Comparisons of computed earnings per hour re-
vealed the weakest performance for measures based on usual
hours per week."

With the annual cps data, one can calculate average wage
rates by dividing annual earnings by the product of usual hours

worked per week (in those weeks actually worked) and weeks
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worked during the calendar year. One theoretical problem with
these data is that the average wage rates sometimes suppress
differences in hours compensated within the year. For example,
someone with two jobs (or one job and a self-employment
business) might be paid $14 per hour for 1,000 hours and $8
for 1,000 hours. The annual data (reported correctly) would
then show 2,000 hours purchased at $11 per hour, ignoring
the large disparity between the two wage rates. In addition,
the link between the questions on hours worked and those on
weeks worked is potentially weak. We want to know the mean
hours worked for all weeks in which the individual worked
even a few hours (or was on vacation or sick leave); but a
plausible interpretation of the question on hours would be to
report the modal number of hours and not necessarily the mean
number.

In practice, the calendar cps data might be flawed because
of the long recall period expected of respondents. Asking re-
spondents to refer to their tax records may improve report-
ing of earnings, but not reporting of weeks worked or hours
worked per week. Another problem is the rising proportion
of earnings that must be imputed on the basis of a record-
matching procedure. By 1993, about 22 percent of all persons
with earnings had at least one item imputed; almost 30 per-
cent of those with $100,000 or more in earnings had all or part
of their earnings imputed by the Census Bureau.’® The pro-
portion of high earners with overall earnings imputed rose
from 10.7 percent to 18.7 percent between the March 1987
and March 1995 surveys. For investigators working with pub-
lic-use tapes, the cps top coding also poses problems. Unfor-
tunately, the Census Bureau did not raise the top codes on the
worker’s longest job between March 1985 and March 1995,
s0 an increasing share of workers reported earnings at the cps
top code. As a result, adjustments for top coding take on in-
creasing importance over time.

PS procedures and questions have varied slightly in re-

cent years, raising the possibility of problems of data com-
parability. In January 1994, a new computer-assisted survey
information collection system replaced paper-and-pencil in-
terviewing, allowing for the integration of the monthly and
annual demographic surveys undertaken every March.!” This
method avoids any significant interruption of the interview
process. Charles T. Nelson, a Census Bureau expert on in-
come surveys, believes that the computer-assisted method
stimulated more responses to earnings questions—especially
from respondents with high-earning individuals in their house-
holds—and more reports of very high earnings.'® In the March
1995 and March 1996 surveys, the question about the previ-
ous year’s earnings changed slightly to specify explicitly that
the respondent should report earnings before taxes. The former
question asked for earnings before all deductions, but did not
explicitly mention taxes. If workers from all income classes
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were equally likely to exclude taxes in earlier periods than in
1995 and 1996, the percent increase in earnings reported
would have been higher among high-wage workers, because
they pay higher tax rates and, thus, in previous years would
have excluded a higher proportion of their gross earnings.

The cps data used in this article come from the March sur-
veys. Each worker’s wage rate is derived as annual earnings
(from wage and salary income, self-employment income, and
farm income) divided by annual hours, the latter being the
product of usual hours worked per week and weeks worked
the previous year. Unless otherwise noted, adjustments for the
top coding of earnings prepared by Jared Bernstein and
Lawrence Mishel are used; these are based on the assumption
of a Pareto distribution in the range near and above the
top-code value." The article also follows their approach of
excluding outlying observations. The estimated distributions
are the wage dispersions across all workers, weighted by hours
worked.?

he data from the Survey of Income and Program Partici-

pation come from selected panels and waves of the core
survey.?! With those data, hourly wage and salary income can
be obtained for each person for up to two jobs in each month.
The wage rate for each job is equal to the hourly wage rate
reported by thrse paid by the hour or the monthly wages di-
vided by the product of weeks worked per month on the job
and hours worked per week on the job. Each job-month is an
observation. The estimates of the wage rate distribution are
across all job-months, weighted by hours worked per job-
month times the weight for each person. The results reported
below are hourly earnings based on wage and salary income
only; they exclude self-employment income.

The Survey of Income and Program Participation has sev-
eral advantages over the cps. The recall period for earnings
and hours worked is only the previous 4 months, instead of
the previous 12. As with the cps weekly data, but not the cps
annual measure, Survey of Income and Program Participation
respondents who are paid by the hour report their hourly wage
rates. Unlike the question in the weekly cps, the earnings ques-
tion from the Survey of Income and Program Participation
asks about actual earnings during a specific month, not usual
weekly earnings over an unspecified period.?2 Also, unlike the
weekly cps, the Survey of Income and Program Participation
collects separate information on earnings and hours worked
for up to two jobs per month over the previous 4 months.
Moreover, the survey permits one to cumulate hours worked
by wage rates on the basis of individual job-months. Although
annual data from this survey yield lower total wage and salary
income than cps annual data do, a much smaller share of the
former’s data than cps data is based on imputed earnings.?
Unlike the questions in both cps’s, the relevant questions in
the Survey of Income and Program Participation remained the



same over the relevant period. Finally, the top codes in the
latter survey are much higher than in the cps, leaving far fewer
cases requiring imputations of earnings and wage rates. One
important disadvantage of the Survey of Income and Program
Participation is that data collection began only at the begin-
ning of 1984, whereas cps microdata have been available since
the mid-1960s. A second problem is that the survey question
about working hours on each job asks respondents for usual
weekly hours worked instead of actual hours worked. On the
other hand, in all likelihood, recall problems of the type high-
lighted by Rodgers, Brown, and Duncan arise in both sur-
veys. The Survey of Income and Program Participation over-
samples low-income persons, the use of person weights
derived by the Census Bureau permits tabulations that are
nationally representative.

Measures of inequality

This article reports results based on two common indexes of
inequality: the Gini index and the 90-10 cutoff ratio of deciles
in the earnings distribution. The 90-10 ratio has the advantage
of being a simple summary measure that is independent of re-
porting problems which often affect the extremes of the distri-
bution. The Gini index is comprehensive in the sense that it
takes account of earnings differences between every pair of
individuals in the entire distribution. One interpretation of the
Gini index is to take it as one-half the average difference in
income between every two individuals, divided by the mean
income. Unfortunately, incorporating the segments of the dis-
tribution in which earnings are top coded is problematic. For
this reason, when cps data are used, estimates based on the
entire distribution are supplemented with estimates of Gini co-
efficients and 9010 ratios based on the bottom 95 percent of
the wage distribution. These estimates are not influenced by
wage patterns of those subject to the top codes. By contrast,
top coding is not a serious problem in the estimates from the
Survey of Income and Program Participation, because its lev-
els are set well above those in the cps.

Results

Trends in the Gini coefficient and 90-10 ratios of the wage
distribution across all hours worked in the economy appear in
table 1 and charts 1 and 2. A good place to begin is chart 1,
which displays the 90-10 ratios for data from the cps and data
from the Survey of Income and Program Participation. The
cps trends show a clear rise in inequality between 1980 and
1986, as other researchers have found. However, since 1986,
the trend in the 90-10 ratio is essentially flat, with slightly
lower levels in 1988 and 1991 and a slightly higher level in
1993. The ratio of wage rates at the 90th percentile relative to
the 10th percentile was no higher in 1995 than in 1986. The

m Percent changes in Ginl coefficient and 90-10

ratios by data set, sample, and period, 1979-95
Wage and salary
Measure cps, all hours, | crs, boltom 95 data from
and years top-code percentof | Survey of income
4 adjustment | hours worked | and Program
Participation

Gini coefficient:

1979-95 ............. 10.3 6.6 -
1982-92 ......... 34 24 —_
1986-92 ......... 7 -5 1.8
1992-95 ......... 4.0 24 -3.2
1986-95 ......... 46 1.8 -1.4

90-10 ratios:

1979-95 ... 1.7 9.3 —
1982-92 8.7 7.3 —_
1986-92 ......... -2.6 2.2 6
199295 ......... 24 1.6 -1.7
1986-95 ......... -2 -6 -1.0
Note: Dash indicates percent change could not be calculated because

survey did not exist before 1984.

Source: Urban Institute tabulations from cps data and from data from

Survey of Income and Program Participation.

trend of 90-10 ratios in the other survey’s data is similarly
flat over the 1986-95 period. The 90th percentile of paid
hours remained about 4.2 times the 10th percentile of paid
hours. The trends in Gini coefficients in chart 2 differ some-
what by data set and by top-coding procedure. As in chart 1,
inequality based on the data from the Survey of Income and
Program Participation rose 1 to 3 percent between 198384
and 198687, but then remained constant and even declined
at the end of the period. As aresult, the Gini coefficients based
on this survey were no higher in 1995 than in the 1983-84
period. The trend in the cps-based Gini coefficients is similar
to the 90-10 trend through 1992. Inequality clearly rose from
1980 through 1985-86 and then remained constant through
1992. Between 1992 and 1993, the Gini coefficient based on
the entire cps and the top-code adjustment rose from 0.358 to
0.365, an increase of 2 percent, and then grew another 1.5
percent by 1995.

The rise in the cps Ginis in the 1993-95 period is sensitive
to the changes in the top 2.5 percent of earners and a some-
what higher percentage of wage rates, changes affected greatly
by the adjustments for top coding. As noted earlier, changes
in the data collection method starting in March 1993 and
changes in the wording of the question on earnings starting in
March 1994 may have influenced the estimated earnings
among those at the top. The high and rising rates of imputed
income at the highest levels of earnings (nearly 30 percent in
1993) add a further note of caution to findings so sensitive to
imputations. Using estimates of the Gini coefficient on all but
the highest paid 5 percent of hours worked avoids having to
rely on imputations of earnings among those at the top, with-
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out giving up a comprehensive inequality measure. The trend
in these Gini coefficients is broadly similar to the overall
trend, but with a much lower increase in inequality between
1992 and 1995. A summary of the percent changes in the Gini
coefficient and 90-10 ratios over various periods appears in
table 1. Note that the results vary by period, but nearly all the
measures and data show little or no increase in inequality since
1986. The only indicator of growth in inequality of more than
2 percent since that year is the Gini index based on the full cps
sample, which requires earnings projections for the top 2.5
percent of hours worked. While this source and method are
subject to bias and error, the results do provide evidence of
continuing increases in inequality. On the other hand, tabula-
tions based on all of the 90-10 ratios, the cps Gini measures
based on the bottom 95 percent of the distribution, and the
Gini coefficients from the Survey of Income and Program Par-
ticipation reveal little or no evidence of rising wage inequal-
ity since the mid-1980s.%

Most points in the wage rate distribution rose proportion-
ately over the 1986-95 period, as measured by the cps with
top code adjustments. The ratios of wage rates of the 75th
percentile relative to the 25th percentile, of the 50th to the
25th or to the 10th percentile, and of the 90th to the 50th
percentile remained essentially constant, with three decreases
and one increase, all of less than 1 percent.

Relationship to other findings

Why do the results set forth in this article differ from those
reported in other studies? Several explanations account for
the differences. First, unlike other studies, the analysis pre-
sented here utilizes data from the Survey of Income and Pro-
gram Participation. Second, no other study estimates inequal-
ity on the basis of the overall distribution of hours worked;
rather, other studies limit the sample of workers, examine
trends separately by sex, and use weekly or annual earnings
instead of hourly earnings. Third, many studies use mean or
median differences in earnings by education or work experi-
ence,” instead of calculating inequality across all workers.

Some studies that measure earnings as payments per hour
or that include all workers (or both) also find no increases in
inequality since the mid-1980s. Results cited in a report from
the Organization for Economic Cooperation and Development
based on hourly earnings show a slight decline in inequality
between 1989 and 1992.% Tabulations by Robert Haveman
show no increases in the inequality of wage rates between
1973 and 1988 or between 1988 and 1991.7

Trends in inequality turn out to be highly sensitive to the
definition of earnings and the sample of workers used. An-
other publication from the Organization for Economic Coop-
eration and Development showed that, between 1979 and

Wo—lo rafios of wage rates for all hours worked, Survey of iIncome and Program Participation

and Current Population Survey (cps), 1979-95
Ratio’ Ratio '
54 i CPS, projections above top code ] 54
52 - 152
51 15
CPS, excluding top 5 percent of hours 1
48 |- e . 148
NS e o e . -1 4.6
sl T 44
n"'. ‘.
....... - -~ ]
42 F e e [ \-~.-..._,.----l--.-.-.-l.~.‘__ 42
L a -4
s b Survey of Income and Program Participation, 4
wage and salary income
38 I -13.8
3.6 -1 36
| P l . | L I —_— L | | " l " —
1979 1981 1983 1985 1987 1989 1991 1993 1995
! Ratio of the wage at the 90th percentile to the wage at the 10th percentiie.
SOURCE: Special tabulations based on data from the Survey of income and Program Participation and the Current Population Survey.
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Wnl index for wage rates for all hours worked, Survey of Income and Program Participation and
Current Population Survey (cps), 1979-95
Gini Gini
index index
0.38 |- -1 0.38
0861 e -1 0.36
CPS, projections above top Code _.e-eetsrssmmeaqenren™ T I
034 e 4034
--------- Survey of Income and Program Participation,
wage and salary income
032 - ._.,.-.-,.,-.q.-..._,_.--—"'"--.~.‘.. -1 0.32
-, *em
- /____—

03 / —— -1 03
0.28 - ©PS, excluding top 5 percent of hours 028
0.26 -1 0.26

| L | L { L 1 | i L A ! L L " |
1979 1981 1983 1985 1987 1989 1991 1993 1995
SOURCE: Special tabulations based on data from the Survey of Income and Program Participation and the Current Population Survey.

1991, earnings inequality in the United States (as measured
by the mean logarithm of the deviation) increased among
full-time, year-round workers by nearly 18 percent, but fell
by 1 percent among all workers and declined by 11 percent
when measured across the working-age population.”® This
study noted that differences across countries in both the level
and change in earnings inequality vary substantially by the
measure employed. Table 2 provides details pertaining to the
United States on the sensitivity of changes in inequality (based
on the 90-10 ratios) to the sample of workers and the defini-
tion of earnings. All the data come from the cps and utilize
top-code adjustments. The percentage differences by measure
vary from —27 percent to +13 percent. While wage rate in-
equality across all workers remained constant between 1986
and 1995, the 90-10 ratios rose for men and women sepa-
rately. Inequality increases were highest among female and
male full-time, year-round workers, but annual earnings
among all workers and among prime-age workers (workers
between 25 and 54 years) became more equally distributed.
Measures that take account of changes in quantities of work
supplied, as well as amounts paid per unit of work, show no
increases in earnings inequality. Overall, the trends were to-
ward more equalization among all workers than among men
and women separately and among persons with any work
schedules than among persons working full time, year round.

The use of wage rates instead of annual earnings reduced the
upward trend in inequality only among full-time, year-round
workers separately by sex.

Wage inequality and educated workers

The evidence against the continuing increase in wage inequal-
ity is not necessarily inconsistent with the prevailing view of
widening gaps in earnings by education. Considerable evi-
dence suggests a rise in the differentials by education since
the mid-1980s.” But three factors offset the impact of this
rise on wage inequality.® First, the distribution of hours
worked changed in the direction of equalization, mostly be-
cause of a shift from those with only a high school degree to
those with some college. Second, the gender gap narrowed
substantially between 1984 and 1995. Third, racial differen-
tials in wage rates narrowed, especially among men. Analy-
ses that examine the role of changes in between-group differ-
ences in overall inequality from 1984 to 1995 reveal that
declining gender and race differentials offset the increase in
education differentials, leaving no change in the between-
group component of wage inequality.!

THIS ARTICLE CONTRIBUTES TO THE EXTENSIVE LITERATURE On earn-
ings inequality in four ways. First, it explains that an appro-
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Sensitivity of changes in earnings inequaility to

definition of wages and sample of workers, 1986
and 1995
inegudality, as measuisd by 90-10
Wage definition and ratio, March Current Population Surveys
sample of workers o Percent
1986 1995 change
Wage rate, weighted by
hours worked:'

AllWOTKES ....ccevmmnnrnircsereacnd 5.27 5.26 -0.2
Men..... 5.30 557 5.1
Women 427 4.74 10.6
All workers, aged 25~54 .. 4.75 4.85 2.2

Men, aged 25-54 ......... 4.44 492 102
Women aged 25-54 ..., 4.11 4.45 7.8
All full-time, year-round
workars, aged 25-64 ... 434 460 58
Men, full time, year
round, aged 25-64 ..... 4.42 4.80 8.2
Waomen, full time, year
round, aged 25-64 ..... 3.75 4.03 7.3
Annual earnings, weighted
by persons:?

AllWOTKerS ......cccovieniencnnens 21.89 18.57 -16.5
Men 17.60 16.25 =143
Women 21.37 20.00 -6.6
All workers, aged 25-54 .| 10.53 9.17 -13.8

Men, aged 25-54 ......... 6.80 6.77 -4
Women, aged 25-54 ..., 13.75 10.50 -27.0
All full-time, year-round
rwinrlemea anad OE_RA AEN a4 7Q B8
WUIRGID, ayCu £u—U% ......| F.O0V =.i0 [ v
Men, full time, year
round, aged 25-64 ..... 4.17 4.67 1.3
Women, full tims, year
round, aged 25-64 ..... 3.73 4.27 13.4
' The sample with wage rats weightad by hours worked excludss thess
with computed wage rates of less than $1 per hour and more than $100 per
hour in 1989 dollars.
? The sample with annual earnings weighted by persons includes only
those reporting at least $100 in 1986 dollars.
Source: Tabulations from the March 1987 and March 1996 Current Popu-
lation Surveys.
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the case of the lone measure that did increase, all of the 1986~
95 rise in inequality took place after 1992; the trend was flat
between 1986 and 1992.

Third, the analysis shows that estimates of inequality trends
are highly sensitive to definitions of earnings and to samples
of workers. Earnings inequality decreased more than 20 per-
cent by some measures, but increased more than 10 percent
by other measures.

Finally, the article reconciles the constancy in overall in-
equality in the 1984-95 period with rising educational differ-
entials. The offsetting factors were an equalizing trend in edu-
cation and declining wage rate differentials between women
and men and between blacks and whites.

Given these findings, economists should be cautious about
their assessments of the impact on inequality of market and
institutional forces in the United States. Earnings inequality
did increase for some groups of workers, and some forces,
such as trade and technology, may have affected overall in-
equality. However, according to several indicators, the com-
bined effects of changes in demand, supply, and institutional
forces over the last decade did not generate higher wage in-
equality in the U.S. labor market as a whole. 0
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