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I. Samples Matter
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II. Specification of Estimating Equations 
Matters
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III. Labor-Force Selection Matters
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• Let t be the current year and 𝜏 a base year. 

• Let ത𝒛𝑡
𝑤, ത𝒛𝑡

𝑏, ത𝒛𝜏
𝑤 , ത𝒛𝜏

𝑏 denote the mean vectors of black and white 

characteristics included in the earnings model.

• Let 𝜸𝑡
𝑤, 𝜸𝑡

𝑏, 𝜸𝜏
𝑤, 𝜸𝜏

𝑏denote the associated vectors of coefficients. 

• The change in log black wages minus log white wages between time 

periods t and 𝜏 is decomposed in the following way: 

• [(ത𝒛𝑡
𝑏𝜸𝑡

𝑏 − ത𝒛𝑡
𝑤𝜸𝑡

𝑤) − (ത𝒛𝜏
𝑏 𝜸𝜏

𝑏 − ത𝒛𝜏
𝑤 𝜸𝜏

𝑤)] 

= [(ത𝒛𝑡
𝑏 − ത𝒛𝑡

𝑤) − (ത𝒛𝜏
𝑏 − ത𝒛𝜏

𝑤)] 𝜸𝑡
𝑤 (main effect) 

+ (ത𝒛𝑡
𝑏 − ത𝒛𝜏

𝑏)(𝜸𝜏
𝑏 − 𝜸𝜏

𝑤) (race interaction) 

+ (ത𝒛𝑡
𝑏 − ത𝒛𝑡

𝑤)(𝜸𝑡
𝑤 − 𝜸𝜏

𝑤) (year interaction)

+ ത𝒛𝑡
𝑏[(𝜸𝑡

𝑏 − 𝜸𝑡
𝑤) − (𝜸𝜏

𝑏 − 𝜸𝜏
𝑤)] (race–year interaction).
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