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 APPROPRIATE TESTS OF RACIAL WAGE

 DISCRIMINATION REQUIRE CONTROLS FOR COGNITIVE SKILL:

 COMMENT ON CANCIO, EVANS, AND MAUME*

 George Farkas Keven Vicknair
 University of Texas at Dallas University of Texas at Dallas

 C_: ancio, Evans, and Maume (1996,
 henceforward Cancio et al.) claim that

 discrimination, measured as a residual from
 an earnings attainment regression, increased
 after 1976. Their claim depends crucially on
 which variables are controlled and which
 variables are omitted from the regression. We
 believe that the authors have omitted the key
 control variable-cognitive skill.

 To show that wage discrimination against
 Black workers increased in the 1980s,
 Cancio et al. offer a decomposition analysis
 in their Table 4 that presents the share of the
 race gap in the log of hourly wage explained
 by a set of "nondiscriminatory" regressors
 for the years 1976 and 1985. For Black fe-
 males compared to White females in 1976,
 the nondiscrimination component accounts
 for 97 percent of the gap; in 1985 it accounts
 for 118 percent of the gap. That is, there is
 virtually no evidence of race discrimination
 for females in either year! The authors then
 do a similar calculation comparing Black fe-
 males to White males. Even if we agree with
 Cancio et al's interpretation of the "unex-
 plained" portion of the wage gap as discrimi-
 nation, it is important to recognize that an
 increase in the unexplained component of the

 wage gap between White males and Black
 females does not necessarily imply an in-
 crease in race discrimination. The unex-
 plained component of this decomposition
 combines race and sex discrimination and
 any interaction between the two. Finally,
 when Black males are compared to White
 males, 81 percent of the 1976 wage gap is
 explained by the nondiscrimination compo-

 nent, whereas this component explains 74

 percent of the gap in 1985. The principal evi-
 dence for Cancio et al's assertion that dis-
 crimination increased during the 1980s rests
 largely on this 7 percentage-point difference.

 Our Table 1, based on National Longitudi-
 nal Survey of Youth (NLSY) data for male
 workers ages 26 to 33 who held full-time
 jobs in 1991, demonstrates how crucial cog-
 nitive skill is for understanding Black/White

 differences in earnings. In Table 1, cognitive
 skill is measured as the average score on
 tests of word knowledge, paragraph compre-
 hension, arithmetic reasoning, and math-
 ematical knowledge. These tests were admin-
 istered in 1980 when the individuals were 15

 to 22 years old. Test scores were standard-
 ized into z-scores and then averaged.

 Model 1 in Table 1 presents regression co-
 efficients for a specification similar to theirs
 in which cognitive skill is omitted. Summing
 the values for the percent of the Black/White

 wage gap explained by each variable shows
 that the regression included in Model 1 ac-

 counts for 81 percent of the wage gap. Using
 the logic of Cancio et al., this leaves 19 per-
 cent of the wage gap attributable to discrimi-
 nation. Model 2 repeats the calculations with
 the measure of cognitive skill controlled.
 With cognitive skill included in the model,
 109 percent of the wage gap is explained and
 the finding of race discrimination against
 Black men is gone! Further, the effect of cog-
 nitive skill (which explains far more of the
 wage gap than any other variable1) is a con-

 *Direct correspondence to George Farkas,
 School of Social Sciences, University of Texas-
 Dallas, Richardson, TX 75083-0688 (farkas@

 utdallas.edu). The calculations presented here re-
 sult from research supported by grants from the
 National Science Foundation and the Rockefeller
 Foundation to George Farkas and Paula England.

 1 We have followed Cancio et al.'s practice of
 using the coefficients for African Americans. If
 we repeat these calculations using the coefficients
 for Whites, the pattern is similar to that shown in
 our Table 1. The nondiscriminatory variables ex-
 plain 55.6 percent of the wage gap when the cog-

 nitive skill variable is omitted (Model 1) and 79.5
 percent when the cognitive skill variable is in-

 cluded (Model 2).
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 Table 1. Coefficients from Regression of (in) Hourly Wage on Selected Independent Variables, and
 Percent of Wage Gap Explained: Full-Time Black Male Workers, Ages 26 to 33 in 1991

 Percent of Wage
 Mean Coefficients Gap Explained

 Difference
 Independent Variable (Black minus White) Model 1 Model 2 Model 1 Model 2

 Cognitive skill (1980) -1.000 .109*** 40.43

 Years of school -.627 .069*** .045*** 16.11 10.41

 Work experience (weeks) -75.861 .001* .001 * 22.48 22.48

 Mother's education (years) -1.255 .013* .010 6.18 4.56

 Age in 1979 -.110 -.002 -.007 -.07 -.29

 Lives in rural area -.122 -.019 -.016 -.86 -.74

 Lives in the South .320 -.168** -. 166** 19.91 19.68

 Health limitation -.005 -.038 -.050 -.07 -.10

 Married -.219 .179*** .164*** 14.52 13.30

 Grew up in South .341 -.014 .014 1.80 -1.73

 Number of children under age 18 .304 . -.012 -.007 1.36 .81

 Has preschool child .045 .022 .006 -.36 -.09

 R2 (adjusted) .274 .295

 Total 80.99 108.72

 Note: The mean of the dependent variable for this sample is 6.75. The dependent variable is ln(100 x
 dollars per hour). The sample size is 602.

 *p <.05 ** < .01 ***p < .001 (two-tailed tests)

 servative estimate because it is based on tests
 administered 11 years earlier. We conclude
 that had Cancio et al. included a control for
 cognitive skill, their findings and conclu-
 sions would have been very different; the en-
 tire Black/White wage gap for males would
 have been explained by the nondiscrimina-
 tion component.

 IMPLICATIONS

 Earnings returns to human capital variables
 like education and experience increased
 strongly during the 1980s (Juhn, Murphy,
 and Pierce 1993; Murphy and Welch 1993).
 Returns to directly measured cognitive skills
 also increased strongly during this period
 (Murnane, Willett, and Levy 1995). The con-
 sensus of other empirical researchers is that
 the narrowing of the Black/White gap in
 wages stopped during the 1980s precisely
 because the Black/White gap in skills re-
 mained large (one standard deviation in the
 data analyzed in Table 1) while the returns to
 skill increased (Juhn, Murphy, and Pierce
 1991; Murnane et al. 1995; O'Neill 1990;

 Smith 1993; Smith and Welch 1989). These
 developments are consistent with the lack of
 evidence for increased discrimination in the
 1980s (Burstein 1994; for a broader discus-
 sion of problems in the measurement of la-
 bor market discrimination, see Burstein
 1990).

 Cancio et al's conclusion that racial dis-
 crimination increased during the 1980s
 should be regarded with skepticism. While
 we do not take the possibility of labor mar-
 ket discrimination lightly, we see no evi-
 dence that it increased since 1976. Further,
 we are concerned that this claim is probably
 erroneous, and that focusing on it will divert
 attention away from the true causes of in-
 equality in Black/White earnings for which
 significant actions are needed.

 More broadly, we believe that the nation's
 most pressing social concern should be the
 poor school performance and exposure to
 violence of many low-income, minority, and
 central-city youth. The costs to these chil-
 dren in emotional pain and blighted opportu-
 nity are immense. To incorrectly attribute the
 lost earnings of these children to an increase
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 in racial discrimination is likely to direct at-

 tention away from the school and family fail-
 ures that are its real cause.

 We have been studying the Dallas Indepen-
 dent School District for the past 10 years
 (Farkas 1993, 1996; Farkas et al. 1990). A

 majority of the 143,000 children in this dis-
 trict come from low-income households.
 Fully 85 percent are African Americans or

 Mexican Americans. Almost 80 percent are
 reading below grade level at the end of third
 grade. By middle and high school, most stu-
 dents read so far below grade level that they
 have difficulty coping with the assigned cur-

 riculum. The school dropout rate is high, and

 the majority of high school graduates are un-
 prepared for college. Associated problems of
 low self-esteem and delinquency are wide-
 spread. Yet it has been statistically demon-
 strated that if these children could read at
 grade level, their scores on curriculum-refer-
 enced tests of middle school and high school
 subject matter would equal those of Anglo
 children (Farkas 1993, 1996).

 For years compensatory programs have

 been developed and implemented to correct
 reading difficulties in the elementary grades
 before they become entrenched. These pro-
 grams have proven successful in raising the
 reading capabilities of at-risk children
 (Farkas 1993, 1996; Madden et al. 1993;
 Pinnell et al. 1994; Slavin et al. 1990). Fund-
 ing for the federal program-Title I of the
 Elementary and Secondary Education Act-
 supporting such efforts is currently about $6
 billion, twice the funding for the more famil-
 iar Head Start program. Yet sociologists
 seem unaware of these efforts. This is regret-
 table because recent changes in the legisla-
 tion and its implementation threaten to re-
 duce or destroy the progress that has been
 made by these programs.

 The most successful programs represent
 innovations in a Title I delivery system
 which has been largely ineffective over more
 than 20 years of operation (Arroyo and
 Zigler 1993; Madden and Slavin 1989;
 Natriello, McDill, and Pallas 1990). These
 innovative programs have focused on one-
 on-one instruction in which students in the
 elementary grades leave their classroom for
 a daily 30-minute tutoring session. Such one-
 on-one instruction is the most powerful form
 of intervention, and the early elementary

 grades are the most important time to inter-
 vene (Wasik and Slavin 1993). However, the
 recently passed reauthorization of Title I ap-
 pears to have reduced funding for these pro-
 grams because the legislation makes it easier
 for local school administrators to shift Title I
 funds away from these programs to spend
 them on items that were previously paid for
 by local tax moneys. At the same time, Title
 I regulations now require administrators to
 shift some of the money out of elementary
 schools and into middle and high schools,
 and to deemphasize student pullout, on
 which one-on-one instruction depends. When
 these legislative changes were used to ad-
 vance the personal/political agendas of Dal-
 las school bureaucrats, the portion of the
 budgets of low-income elementary schools
 targeted on direct services to at-risk children
 was reduced by many millions of dollars, and
 the one-on-one tutoring program we manage
 was cut back to only 400 children, down
 from 2,400 the previous year (Farkas 1996,
 chap. 12).

 Researchers concerned with "the signifi-
 cance of race" have much to focus on here.
 Why have real expenditures for public
 schools soared without showing commensu-
 rate increases in student achievement
 (Hanushek 1994)? What sociological factors
 have affected the public schools so that even
 as African American mayors and school ad-
 ministrators have become increasingly
 prominent during the 1980s and 1990s, the
 school performance of inner-city African
 American students has failed to significantly
 improve? (For an important first attempt at
 this under-researched issue, see Rich 1996.)
 What programs will help inner-city children
 to read at grade level and achieve the cogni-
 tive skills necessary for employment in
 good-paying jobs? Which of the many cur-
 rent school-reform proposals will signifi-
 cantly improve the school performance of the
 hundreds of thousands of at-risk students in

 our nation's cities? A research agenda such
 as this would make the study of inequality
 truly relevant to improving the life chances
 of those at the bottom.

 George Farkas is Professor of Sociology and Po-
 litical Economy and Founding Director of the
 Center for Education and Social Policy at the
 University of Texas at Dallas. Reading One-One,
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 the program he and Mary Warren invented, has
 operated out of the Center since 1991. During the
 1995-96 school year, the program provided one-
 on-one instruction to at-risk students in Dallas,
 Richardson, Brownsville, San Antonio, and Salt
 Lake City. His book on central city student
 achievement and interventions to improve it is
 Human Capital or Cultural Capital? Ethnicity and
 Poverty Groups in an Urban School District
 (Aldine de Gruyter, 1996).

 Keven Vicknair is the Associate Director of the
 Center for Education and Social Policy at the

 University of Texas at Dallas. She received her
 Ph.D. in Political Economy from UTD.
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