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SECTION A IS THE SEEN PART OF THE EXAMINATION
SECTION A (25%)
ANSWER THE FOLLOWING COMPULSORY QUESTION.

1. The Table below is taken from Chandra’s paper “Labour market drop-outs and the
racial wage gap: 1940-1990”.
a. What does the table show about the evolution of the racial wage gap over
time in the USA?
b. Explain how the decline of black labour force participation can help
explaining the evolution in the racial wage gap.

TanLE 3—ESTIMATES OF THE BEaCialL Wace Gap
ACCOUNTING FOR MONEMPLOYMENT, MALES AGED 25-53

Weekly
carnings (%)
Year Estinnator Whites  Blacks Ratio
1940 Observed 308 149 D484
Brown 252 108 0433
Matching, cell minimum 275 129 0469
Matching, cell mean 307 148 D482
1950 Observed 401 251 0.626
Brown 355 213 0600
Matching, cell minimum 360 221 0614
Matching, cell mean 400 2500 0625
1960 Observed 560 346 0618
Brown 505 200 04574
Matching, cell minimum 5327 310 D588
Matehing, cell mean 558 344 0616
1970 Observed 712 491 0,690
Brown 634 428 0.649
Matching, cell minimum 672 442 (LG58
Matching, cell mean T2 487 0.684
1980 Observed TE9 582 0UFST
Brown 609 450 0.644
Matching, cell minimum 726 483 0.665
Matching, cell mean Tah 572 0747
1990 Observed T99 602 (0753
Brown Gid 430 0.629
Matching, cell minimum 754 500 0.663
Matching, cell mean T4 585 0737

Sowrce: Author's tabulations from U.S. Census PUMS data.
The Brown estimator refers o the Brown (1984) assumption
that all nonworkers are drawn from below the median of the
uneonditional offer-wage distribution. The cell-minimum
estimator assigns the minimum valee of observed carnings
in each (age * schooling) group to all nonworkers in that
cell, and the cell-mean matching estimator assigns the cell
mean to all nonworkers. All dollar figures have been de-
flated to 1997 dollars using the implicit GDP price deflator,
and the data are weighted using person weights.
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