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Fig. 1.— a, Variance of log wages. Uniform March Current Population Survey data. Residuals 
were computed for white men after controlling for years of schooling, experience, region of resi-
dence, marital status, and living in a standard metropolitan statistical area. See Sec. II for data 
construction and variable definition. b, Variance of ordinary least squares wage residuals within 
occupational sectors. Uniform March Current Population Survey data. Residuals were computed 
for white men after controlling for years of schooling, experience, region of residence, marital 
status, and living in a standard metropolitan statistical area. See Sec. II for data construction and 
variable definition. 
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Fig. 2.— Proportion of workers in each occupation over time. Uniform March Current Popula-
tion Survey data. See Sec. II for data construction and variable definitions. 
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Implications of Model for Earnings Inequality and Ability Sorting: 

Focus of paper on possibility of technological change over time and its conse-
quences for earnings inequality.  

Technological change that affects variances of ability in occupations: 

“Dumbing Down” or “Anyone-can-do-it” effect: Technology replaces human 
skills and collapses distribution of ability around mean. 

If this is what technological change does, it would decrease the magnitude of 
positive selection in an occupation. 

PROPORTION 1. A relative decrease (increase) in a sector’s variance tends to 
reduce (increase) the positive selection (bias) in that sector. 

Technological change that affects covariance of abilities: 

If technological change makes certain type of skills, e.g., analytic and computer 
skills, more important in all jobs, then covariance of ability in many or all sec-
tors increases (becomes more positive).  

PROPORTION 2. An increase (decrease) in the covariance in abilities across 
sectors tends to decrease (increase) the positive selection (bias) in sector i. 

Implications of Self-Selection for Observed Variances of Abilities: 

PROPORTION 3. As workers choose their sectors according to their compara-
tive advantage, the resulting overall wage dispersion will be less than what 
would result from a randomly assigned economy. 

Technological change through changes in relative prices or relative population 
means of ability: 

PROPORTION 4. A relative increase (decrease) in sector i’s population mean 
of ability or task price will increase (decrease) sector i’s inequality and de-
crease (increase) sector j’s inequality as workers leave sector j from the low 
end (of the ability distribution) and enter sector i on the low end. 
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Estimation 

 

where fi is “general” unobservable skill and uij is “sector-specific” unobs. skills, and σj 
for sector j measures importance of general skill in sector j’s production and, thus, 
wages.
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Relative Ability of Workers 

 

 

Fig. 3.—a, Relative abilities of professional workers in each sector. b, Relative abilities of service workers in 
each sector. 
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Fig. 3.—c, Relative abilities of blue-collar workers in each sector 

 
Population Sectoral Variances in Abilities 

 

Fig. 4.—Population variance of ability in each sector 
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Fig. 5.—Changes in the hierarchy of sectors over time. The estimated population variances of ability in each 
sector from fig. 4 are standardized to the base year, 1970. 
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Population Covariances in Sectoral Abilities  

 

 

Fig. 6.—a, Correlations of abilities across occupational sectors (normal specification). Estimates are from the 
model specification where the general factor is assumed to be distributed normally, as described in app. A. b, 
Correlations of abilities across occupational sectors (uniform specification). Estimates are from the model 
specification where the general factor is assumed to be distributed with a uniform distribution, as described 
in app. B. 

 12



Sectoral Task Prices and Sectoral Mean Abilities 

 
Fig. 7.—Sum of the task price plus mean ability for each sector. For each sector, the estimated sum is stan-
dardized to unity in 1970. 
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Role of Comparative Advantage in Reducing Inequality 

 

 

Fig. 8.—a, The contribution of self-selection to inequality within each sector. For each sector, the graph represents the 
ratio of the variance of wages for those who self-select into that sector to the variance of wages in the population for 
that sector (the self-selection variance over the random assignment variance). b, The contribution of self-selection to 
the variance of unobserved ability within each sector. For each sector, the graph represents the ratio of the variance of 
unobserved ability (residual wage variance) for those who self-select into that sector to the variance of unobserved 
ability in the population for that sector (the self-selection variance over the random assignment variance). 
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Fig. 9.—a, Percentiles of the self-selected and population distributions of unobserved ability in the profes-
sional sector. b, Percentiles of the self-selected and population distributions of unobserved ability in the ser-
vice sector. 
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Fig. 9.—c, Percentiles of the self-selected and population distributions of unobserved ability in the blue-
collar sector. 
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Fig. 10.—a, The importance of self-selection in reducing total within-sector inequality. For the entire sam-
ple, the graph represents the ratio of the total within-sector variance of wages after workers sort themselves 
(self-select) into sectors to the total within-sector variance of wages in an economy where workers are sorted 
into occupations at random. Each line refers to model estimates based on the distributional assumption of the 
general unobserved factor, as described in app. A. b, The importance of self-selection in reducing total 
within-sector unobservable inequality. For the entire sample, the graph represents the ratio of the total 
within-sector variance of unobservable skills after workers sort themselves (self select) into sectors to the to-
tal within-sector variance of unobservable skills in an economy where workers are sorted into occupations at 
random. Each line refers to model estimates based on the distributional assumption of the general unob-
served factor, as described in app. A. 
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