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at the 5% significance level (Exercise 3.17). Third,
the gap is large if it is measured instead in percent-
age terms: According to the estimates in Table 3.1,in
2008 women earned 16% less per hour than men did
($4.11/$24.98), slightly more than the gap of 14%
seen in 1992 ($3.22/$23.27). Fourth, the gender gap
is smaller for young college graduates (the group
analyzed in Table 3.1) than it is for all college gradu-
ates (analyzed in Table 2.4): As reported in Table 2.4,
the mean earnings for all college-educated women
working full-time in 2008 was $23.93, while for men
this mean was $30.97, which corresponds to a gender
gap of 23% [= (30.97 — 23.93)/30.97] among ali full-
time college-educated workers.

"This empirical analysis documents that the “gen-
der gap” in hourly earnings is large and has been
fairly stable (or perhaps increased slightly} over the
recent past. The analysis does not, however, tell us
why this gap exists. Does it arise from gender dis-

3.6 Using the ¢-Statistic

crimination in the labor market? Does it reflect dif-
ferences in skills, experience, or education between
men and women? Does it reflect differences in choice
of jobs? Or is there some other cause? We return to
these questions once we have in hand the tools of
multiple regression analysis, the topic of Part 1L

1Because of inflation, a dollar in 1992 was worth more than
a dollar in 2008, in the sense that a dollar in 1992 could buy
more goods and services than a dollar in 2008 could. Thus
earnings in 1992 cannot be directly compared to earnings in
2008 without adjusting for inflation. One way to make this
adjustment is to use the CPI, a measure of the price of
a “market basket” of consumer goods and services con-
structed by the Bureau of Labor Statistics. Over the 16 years
from 1992 to 2008, the price of the CP1 market basket rose
by 53.4%; in other words, the CPI basket of goods and ser-
vices that cost $100 in 1992 cost $153.40 in 2008. To make
carnings in 1992 and 2008 comparable in Table 3.1, 1992
earnings are inflated by the amount of overall CPI price
inflation, that is, by multiplying 1992 earnings by 1.534 to put
them into “2008 dollars.”
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