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E X E C U T I V E  SUMMARY 

Mexican immigrants and persons o f  Mexican descent constitute an important and rapidly 

growing segment o f  California's labor force (18  percent in 1990, u p  from 13 percent in 1980). They are 

also i imonc the most  economically disadvantaged workers in California: in 1989. Mexican-origin 

households earned on average 33 percent less than non-Hispanic white households, 30 percent less than 

Asian households. and 6 percent less than black households. 

Disagreement persists ove r  the prospects for Mexican Americans joining the economic 

iniiinslream o f  American society. Chavez  (1991) claims that the large inflows o f  recent immigrants from 

Mexico create a deceptively pessimistic picture o f  Mexican-origin workers in the U.S.  labor market, and 

that U.S.-born, English-spcaking Mexican Americans have enjoyed rapid progress ove r  the last couple of 

decades and are approaching the labor market status o f  non-Hispanic whites. According to Ctiavez, 

Mexican Americans  are cl imbing the economic ladder across generations in the same  way that earlier 

waves  o f  white immigrants from Europe did. In contrast, Chapa (1990) sees little evidence that Mexican 

Americans arc  making steady progress toward economic parity with Anglos, and h e  worries about the 

emergence' o f  a Chicano underclass with many o f  the same  problems faced by inner-city blacks. 

Using national Current Population Survey data from November 1979 and 1989 and Census  data 

from 1990 for California and Texas, 1 shed light o n  this debate by  analyzing in detail the wage structure 

and relative earning power o f  U.S.-born Mexican-American men. I address the following questions: 

1. I s  there any evidence o f  economic progress across generations o f  Mexican Americans (i.e., a s  

w e  compare  first-generation Mexican immigrants with the second-generation children o f  immigrants and 

the third-generation grandchildren o f  immigrants)? 

2 .  What are the underlying reasons for the relatively low wages  earned by Mexican-American 

workers? In particular, to what extent a rc  their earnings depressed by low levels of" observable skill 

measures such a s  education and English language proficiency, and t o  what extent docs  the wage 

disadvantage arise because Mexican Americans receive lower labor market rewards for their skills'? 

3 .  Did Mexican Americans gain o r  lose ground relative t o  non-Hispanic whites during the 

1980s? H o w  have recent shifts in the wage s t r u c t u r e ~ e s p e c i a l l y  the increased labor market return to 

education and  widening earnings inequality-affected Mexican-American workers? 

In studying these questions. I focus on  the experiences o f  US.-born men, in order to avoid 

complications arising from the selective labor force participation o f  women and the unique problems o f  

labor market  adjustment confronted by immigrants. I also focus the analysis on hourly earnings. bccause 

previous research indicates that the income disadvantage suffered by Mexican-origin houscholds s tems 



primarily from low wages rather than from below-average rates o f  labor force participation o r  above- 

average rates o f  unemployment. 

similar research on Hispanic and Mexican-origin workers has been conducted in the past, 

although there is relatively little compared to the voluminous literature on the economic standing o f  

blacks. My analysis distinguishes itself in several ways.  First, using special Current Population S u r v e ~  

dam, I examine the wage structure o f  third- and higher-generation Mexican Americans. a population 

composed o f  the grandchildren and later descendants o f  Mexican immigrants to the United States. In 

this way. I hope to isolate a group o f  Hispanic workers that has had ample time to adapt to the U.S. labor 

market. Second. the availability o f  recent data allows m e  to track changes over the 1980s. a particulart> 

turbulent decade for minorities and other groups with substantial proportions o f  Iow-skill workers. 

Finally, using 1990 Census data. I conduct separate analyses for California and Texas. the two states that 

are home to t h e  vast ma-iority o f  Mexican-American workers. 

Main Findines  

The  main empirical findings are as  follows: 

1 .  In November 1989. about 83 percent o f  Mexican-American men aged 25-61 held jobs. an 

employment rate squarely b e w e e n  the corresponding rates o f  78  percent for blacks and 9 0  percent for 

non-Hispanic whites. Although over the 1980s the employment situation of Mexican Americans 

deteriorated somewhat relative to whites. even at the end o f  the decade employment differences between 

Mexican-American and white workers were small compared to wage differences. 

2 .  In overall comparisons with  other groups, the average hourly earnings o f  Mexican-origin 

workcrs are depressed by the large proportion o f  very-low-paid immipanis .  but even US.-born Mexican 

Americans are at a substantial wage disadvantage. In 1989. Mexican-American men in California 

averaged 25 percent lower wages than white men, about the same wage deficit suffered by blacks. 

Minority wage gaps were even larger in Texas. 

3. Minority wage deficits widened during the 1980s, particularly for Mexican Americans. 

Among third- and highcr-generation workers throughout the United States, the wage gap between 

Mexican-American and white men grew by 8 percentage points (from 14 percent to 22 percent), whereas 

the black-white differential rose by 4 percentage points (from 20 to 24 percent). These changes partly 

reflect the fact that earnings inequality and the labor market returns to various dimensions o f  worker skill 

were increasing over this period. but most o f  the decline in the relative wages o f  Mexican-American and 

black workers is attributable to minorities' losing ground to low-skill. low-wage whites. 



4. Mexican Americans possess disturbingly low levels o f  human capital. In 1989, U.S.-born 

Mexican Americans averaged a year and a half less education than whites and a third o f a  year less than 

blacks. Compared to  whites in either California o r  Texas. Mexican Americans a re  more  than three times 

as likely to not finish 12 years o f  schooling and less than a third a s  likely to obtain a bachelor's degree. 

Furthermore, even among  men born and presumably educated in the United States. substantial numbers 

o f  Mexican Americans lack fluency in English. In California. 10 percent o f  Mexican-American workers 

report that they speak English less than very well, and the incidence o f  English deficiency is more  than 

twice a s  high in Texas. English proficiency is higher for younger cohorts o f  Mexican-American workers, 

which suggests  that language skills are improving over time. T h e  data provide no indication. however, 

that the education distribution o f  Mexican Americans is converging with that o f  whites-a situation that 

stands in stark contrast to the more  encouraging educational trend o f  blacks. , ,  . 

5. Mexican-American workers earn low wages primarily because they possess less human 

capital than whites, not because they receive lower rewards for their skills. Among U.S.-born Mexican- 

American men  in both California and Texas, three-quarters o f  their wagc deficit i s  attributable t o  their 

relative youth, their English language deficiencies, and especially their lower educational attainment. By 

itself, insufficient schooling accounts for almost half the wage gap.  B y  contrast, these same  human 

capital variables explain only  about a third o f  the black-white wage deficit.  Among  third- and higher- 

generation men. the wagc  structure is remarkably similar for  Mexican Americans and whites, Indeed, 

when adjusted for skill differences, the average earnings o f  Mexican Americans are virtually 

indistinguishable from those o f  non-Hispanic white ethnic groups such a s  Germans,  Italians, Swedes, and 

the French, whereas the average earnings o f  blacks remain conspicuously low, 

What are the implications o f  these findings for public policy'? First. it should be emphasized that 

these results d o  not imply that laws prohibiting employment and wage discrimination against Mexican 

Americans arc  unnecessary o r  irrelevant. Instead. the results suggest only  that, given the exist ing level 

o f  enforcement o f  labor market antidiscrimination laws, increased vigilance in this area is likely to 

benefit Mexican Americans less than blacks, because differences in the wagc structure and returns to 

skill are currently much smaller between Mexican Americans and whites than between blacks and 

whites. I t  may  well be  that the  prevailing legal framework plays an  important role in maintaining the 

structural labor market similarities o f  Mexican Americans and whites. 

M y  analysis indicates that the key to improving the economic status o f  Mexican Americans lies 

in raising education levels. That  more and better schooling would help any  g roup  has the ring o f  a 

truism, especially in these times o f  increasing demand for skilled workers. But to a much larger extent 

than for blacks, educational improvements arc  crucial to  the earnings progress o f  Mexican Americans. 



both because their schooling levels continue lo lag behind virtually all other groups in American society, 

and because U.S.-born Mexican Americans earn a relatively high reiurn o n  educational investments. 

especially in California. Finding a way t o  somehow eliminate the educational disadvantage o f  Mexican 

Americans would g o  a long way toward bringing this group into the economic mainstream. 





INTRODUCTIOhT 

Mexican immigrants and persons of  Mexican descent constitute an imponant and rapidly 

growing segment o f  California's labor force (18  perccnt in 1990. up  from 13 percent in 1980). They  arc 

also among, the most economically disadvantaged workers in California: in 1989. Mexican-origin 

households earned on average 33 percent less than non-Hispanic white houscholds, 3 0  percent k-ss than 

Asian houscholds, and 6 percent less than black households.' 

Disagreement persists ove r  the prospects for Mexican Americans joining the economic 

mainstream o f  American society. Chavez (1991) claims that the large inflows o f  reccnt immigrants 

from Mexico create a dcceptivc1y pessimistic picture o f  Mexican-origin workers in the U.S.  labor 

market, and that L.S.-born. English-speaking Mexican Americans have enjoyed rapid progress over the 

last couple o f  decades and are approaching the labor market status o f  non-Hispanic whites. According to 

Chavcz. Mexican Americans are climbing the economic ladder across generations i n  the same way that 

earlier waves o f  white immigrants from Europe did. I n  contrast. Chapa (1990) sees lirtle evidence thai 

Mexican Americans are making steady progress toward economic parity with Anglos, and he worries 

that a Chicano underclass could emerge with many o f  the same problems faced by inner-city blacks. 

In this report. I shed liglu on this debate by analyzing the hourly earnings o f  Mexican-American 

men using data from the 1979 and 1989 Current Population Survey and the 1990 Census. I address the 

following questions: 

1 .  Is there any  e \ idcnce  o f  economic procress across generations o f  Mexican Americans (i.e.. a s  

we compare first-generation Mexican immigrants with the second-generation children of-immigrants and 

the third-generation grandchildren o f  immigrants)'? 

2 .  What are the underlying reasons for the relatively low wages earned b> Mcsican-American 

workers'? In  particular. 1 0  whai extent arc their earnings depressed by low levels o f  observable skill 

measure's such as  education and English language proficiency. and 10 what exten! does the wage 

disadvantag,~  arise because Mexican Americans receive lower labor market rewards for their skills? 

3. Did Mexican Americans gain o r  lose ground relative to non-Hispanic whites during, the 

1980s? How have' recent shifts in the wage structure-especially the increased labor market return 1 0  

education and vvidcning earnings inequality-affected Mexican-American workers? 

In studying these questions. 1 focus on the experiences of  U.S.-born men in order lo avoid 

complications arising from the selective labor force panic ipa~ion o f  women and the unique problems o f  



labor market adjustment confronted by immigrants. I also focus the analysis on hourly earnings, because 

previous research indicates that the income disadvantage suffered by Mexican-origin households stems 

pr imari ly from l ow  wages rather than from below-average ratcs o f  labor force participation or above- 

average rates o f  unemployment (Abowd and Ki l l ingsworth 1984: Borjas 1984; Reimcrs 1984; Bean and 

Tienda 1987). This is one important way in which labor market outcomes di f fer for Mexican Americans 

and blacks; other differences arc highlighted throughout the report. 

Simi lar research on Hispanic and Mexican-origin workers has been conducted in  the past (e.g.. 

Chiswick 1977a; McManus, Gould. and Welch 1983; Reimcrs 1983; Borjas 1984; Grcnicr 1984; Bean 

and Tienda 1987; DcFreitas 1991; Smith 1991), although there is relatively l i t t le compared to the 

voluminous literature on the economic standing o f  blacks. M y  analysis distinguishes itself i n  several 

ways. First. using special Current Population Survey data, I examine the wage structure o f  third- and 

higher-generation Mexican Americans, a population composed o f  the grandchildren and later 

descendants o f  Mexican immigrants to the United States. I n  this way, I hope to isolate a group o f  

Hispanic workers that has had ample t ime to adapt to  the U.S. labor market. Second, the availabil i ty o f  

recent data allows me to  track changes over the 1980s. a particularly turbulent decade for minorit ies and 

other groups wi th  substantial proportions o f  low-skil l  workers. Finally, using 1990 Census data. I 

conduct separate analyses for California and Texas, the two states that arc home to the vast major i ty o f  

Mexican-American workers.' 

ANALYSIS OF CURRENT POPULATION SURVEY DATA 

The Current Population Survey (CPS) is the monthly survey o f  about 60,000 households 

nationwide that the government uses to calculate unemployment ratcs and other important labor market 

statistics. I n  this section, I analyze individual-level CPS data from November 1979 and November 1989. 

I n  addit ion to the demographic and labor force information routinely collected in  the CPS. these months 

included supplemental questions about country o f  birth for the respondent and his parents, and about the 

respondtint's abi l i ty to speak English. As  a result, these surveys provide the best available data for 

studying the labor market attainments o f  third- and higher-generation Mexican Americans and for 

making comparisons among Mexican-origin workers o f  different generations. 

Other large. nationally representative data sources lack at least one key piece o f  information. For 

example, microdata from the decennial Censuses o f  1940 through 1970 identify parcnts' birthplace, but 

' R e c e n t  xvork by Reiinura (1994. 1995) also focuacs o n  t h e  labor inarkcl e x p e r i e n c e s  of Mexican Americans in 
Cii l i lorn ia  and 7'oia.s. 



n o  direct  m e a s u r e  o f  Mexican  ethnici ty  is avai lable  fo r  U.S. nat ives with U.S.-born parents.' S ta r t ing  in 

1980. t h e  C e n s u s  added  the Spanish  or igin quest ion current ly used to identify p e o p l e  of M e x i c a n  descent .  

bui a t  ihc  s a m e  t i m e  ihe ques t ions  about  parents '  bir thplace w e r e  dropped .  Al though  the  revised CPS 

basic ques t ionna i re  introduced in January  1994 n o w  el ici ts  the nativity o f  e a c h  individual  a n d  h i s  parents. 

information o n  Engl i sh  language proficiency is absent .  T h e  1976  Survey  o f  I n c o m e  a n d  Educa t ion  (S1E) 

provides da ta  s i m i l a r  t o  those ana lyzed  here. but  I p re fe r  the N o v e m b e r  1979 a n d  1 9 8 9  CPS d a t a  because  

they a r e  m o r e  rcceni  a n d  a l l o w  for  c o m p a r i s o n s  a c r o s s  t i m e  

The S a m p l e  

I restrict the  analysis  l o  m a l e  w a g e  a n d  sa la ry  w o r k e r s  aged  18-61. W o m e n  a r c  exc luded  t o  

m i n i m i z e  biases  ar is ing from select ive labor  force participation. and the se l f -employed  cannot  b e  s tud ied  

because  t h e  basic  month ly  CPS collc-cis n o  dais o n  their  income.  Unlike t h e  1990  C e n s u s  d a t a  ana lyzed  

latcr  in ihis  report.  the C P S  s a m p l e s  include individuals  f rom across  t h e  United Stales .  

From t h e  information on the nativity o f  e a c h  person a n d  h i s  parents. I de f ine  th ree  generat ion 

categories. T h e  first generat ion consis is  o f  immigrants:  foreign-born individuals  w h o s e  parents  w e r e  

a l s o  born ou ts ide  the United States .  T h e  second  generat ion denotes  U.S.-born ind iv idua ls  w h o  have  at 

least o n e  foreign-born parent .  T h e  third gencrai ion identifies U.S .  nat ives w h o s e  paren ts  a re  a l so  U.5 . -  

born.4 I e x c l u d e  from the  s a m p l e  the  smal l  number  o f  foreign-born individuals  w h o  h a v e  at  least o n e  

U.5.-born parent .  Also exc luded  a r e  individuals  f o r  w h o m  generat ion cannot  b e  de te rmined  because o f  

miss ing  bir thplace data  for  ihemselvc-;, o r  e i ther  parent 

Us ing  [lie information o n  racc a n d  Spanish  origin. 1 de f ine  th ree  mutua l ly  exc lus ive  e thn ic  

a n d  Sptinisli-origin groups.  Because  o f  smal l  s a m p l e  sizes. I a l s o  exc lude  first- a n d  second-generanon  

blacks.  As a rcsuli,  the final sa tnp lc  includes seven g r o u p s  defined accord ing  ~i ctliriicity a n d  generat ion 

(ihrc'e generations each of white's a n d  Mexicans.  plus  third-generation blacks) .  

Eacli inontli. the CPS col lects  ea rn ings  d a t a  o n l y  for t h e  quar te r  o f  t h e  respondents  w h o  a r e  i n  

ou tgo ing  rotat ion groups .  For  t h e  remainder  o f  the  sample .  1 m e r g e d  earn ings  information from the  CPS 

'0nc version of lhc long form oilhc 1970 Census introduced ii Spanish origin q~icstson similar to that included i n  latrr 
ccnsuscs, h i t  households asked lhis qucstion w r e  not askcd ahoul parcnis' hinhplacc. Several rcscarchcrs. including Chish I C A  
(I'577a) and Chapa (1990). have aitemptcd to idcntiiy third- and hiyhur-generation Mi'wcan Americans from 1970 Ccnsus d.ii:i 
on respondent's hir~hpI.icc. parent>' hinhplxc, Spanish surname. and sldc of residence. but this approach gcncralcs considerable 
error (scc I-ernxndcz 1977. \\'inkli?h\ and Rockhill 1992. and Appcndih Table 3A. I in DcFreila-s 1991). Dean and Ticndu (198" 
chaplcr 2 )  prfnide an int'crniaii\c discussion or' the  various Ccnsus uuc-ilions that can be used 10 ~ d c n ~ i f >  Ilispanics ;:nd hou 
ihcsc qucslicins lint changc~i obcr iinic 

.. - I hcrcl'tire. hiricli: Â¥ipr;Ainp the group I mll rel'cr 1 0  ,is Ihc th i rd  ceneranon aclu~ll'.' includes lhc th i rd  and all lnghcr- 
order rcncralions 



o u t g o i n g  r o t a t i o n  g r o u p  f i l e s  w i t h  t h e  N o v e m b e r  CPS d a t a .  In th i s  w a y ,  I o b t a i n e d  e a r n i n g s  d a t a  f o r j u s t  

u n d e r  9 0  p e r c e n t  o f  t h e  w o r k e r s  f o r  w h o m  s u c h  d a t a  a r e  u n a v a i l a b l e  in t h e  N o v e m b e r  su rveys .5  

T h e  d a t a  o n  u s u a l  w e e k l y  e a r n i n g s  a r c  t o p - c o d e d  a t  S999 in t h e  1979 CPS a n d  S 1.923 in t h e  1 9 8 9  

CPS.  A c c o r d i n g  t o  t h e  G N P  def l a to r  f o r  pe r sona l  c o n s u m p t i o n  e x p e n d i t u r e ,  t h e  p r i c e  l eve l  r o s e  b y  63 

p e r c e n t  b e t w e e n  N o v e m b e r  1 9 7 9  a n d  N o v e m b e r  1 9 8 9 .  T h e r e f o r e ,  in o r d e r  to  i m p o s e  t h e  s a m e  t o p - c o d e  

( i n  rea l  d o l l a r s )  a c r o s s  years .  I l o w e r  t h e  w e e k l y  e a r n i n g s  c e i l i n g  in t h e  1 9 8 9  d a t a  t o  S1.625 ( S 9 9 9  

in f l a t ed  f r o m  1 9 7 9  t o  1989 dol lars) .  H o u r l y  e a r n i n g s  a r c  t h e n  c o m p u t e d  as t h e  r a t io  o f  u s u a l  w e e k l y  

e a r n i n g s  t o  u s u a l  w e e k l y  h o u r s  o f  w o r k .  F o r  1 9 7 9 .  w o r k e r s  w i t h  c o m p u t e d  h o u r l y  w a g e s  b e l o w  S l  o r  

a b o v e  $100 a r c  c o n s i d e r e d  o u t l i e r s  a n d  a r e  e x c l u d e d .  F o r  1989.  c o r r e s p o n d i n g  w a g e  t h r e s h o l d s  o f  $1.63 

a n d  S 163 a r e  a p p l i e d  so a s  t o  b e  c o n s i s t e n t  in rea l  t e r m s 6  

Basic Patterns 

T a b l e  1 r e p o r t s  s u m m a r y  s ta t i s t ics .  by e t h n i c i t y  a n d  g e n e r a t i o n ,  f o r  t h e  k e y  v a r i a b l e s  in m y  

a n a l y s i s .  S a m p l e  a v e r a g e s  f r o m  t h e  1979 d a t a  o c c u p y  t h e  t o p  p a n e l  o f  t h e  t a b l e  a n d  t h e  1 9 8 9  a v e r a g e s  

a r e  p r e s e n t e d  in  t h e  b o t t o m  panel .  w i t h  s t a n d a r d  e r r o r s  s h o w n  i n  U s e  o f  t h e  CPS s a m p l i n g  

w e i g h t s  h a s  l i t t le  e f f e c t  o n  t h e  r e su l t s ,  so o n l y  u n w e i g h t c d  e s t i m a t e s  a r c  r e p o r t e d  t h r o u g h o u t  t h i s  s e c t i o n .  

B e f o r e  t u r n i n g  to t h e  h o u r l y  e a r n i n g s  d a t a  tha t  a r c  t h e  f o c u s  o f  m y  a n a l y s i s ,  le t  u s  c o n s i d e r  t h e  

e m p l o y m e n t  r a t e s  p r e s e n t e d  in  t h e  first  r o w  o f  e a c h  pane l .  T h e s e  n u m b e r s  i n d i c a t e  t h e  f r ac t ion  o f  a l l  

m e n  a g c d  2 5 - 6  1 w h o  h e l d  j o b s  d u r i n g  t h e  CPS s u r v e y  w e e k . h m o n c  U .S .  n a t i v e s  ( t h e  s e c o n d  a n d  t h i r d  

gene ra t ions ) ,  t h e  e m p l o y m e n t  r a t e  o f  Mex ican-o r ig in  m e n  l ies  b e t w e e n  t h o s e  o f  b l a c k s  a n d  whi t e s .  In  

add i t ion .  t h e  e m p l o y m e n t  s i t u a t i o n  f o r  M e x i c a n  A m e r i c a n s  s h o w s  s i g n s  o f  w e a k e n i n g  o v e r  t h e  d e c a d e .  

The mcrced earninss data come from the three months immediately following the November surveys. The match 
kcys usied to merae these data .ue rotation group. household identification numbur. person identification number (or l ine  
number). household number (which indicates whether the household occupying a residential unit has chanced), sex, race. and 
i i ~ e .  Because a birthday can take place between survey months, ace is allowed lo increase by up to one year without invalidating 
LI mulch. Tie C P S  samples housing units rather than individuals or fainilies. so nonmutches typically occur when people change 
rcsidcnccs between survey diites. 

Few observations are uitixted by exnings lop-coding or the dcletion of wage outliers. so very similar resului :in: 
obtained whether the sample includes or excludes tbcsc workers. I also obtain similar (though less precise) estimates when I 
exclude from the sample workers with merged carninp data. 

Standard errors indicate the precision of csiimiitcs. Sampling error arises bacausc estimates arc calculiitcd using 
siimplcs th;n reprt-'sent only ii small fraction of ~ h c  underlying populalion. Generally speaking. estimates w i l l  be more precise t h e  
larger the sample and the less variable the outcomc being, considered. I i the  only source of error is sampling i -~ror  (ay opposed to 
other types of error tha t  impart systematic bias). then, tor the avcrages reported in Table 1. the chances are about 95 percent that 
the true averace is within wo htiindard errors (plus or minus) ol' its estimate. 

F.mploymcn~ status is rcporlcd vwry month for each CPS respondent. which eliminates ihc need to use merged dam 
from [he outgoing rotation group files, and ihnreforc the employment rains arc computed directly from the November CYS dam. 
Individuals younecr than a r e  25 arc excluded from these c~ilculiitions because they may still be in school. but similar paHcrns 
emirrge when thc IS-24 agc group is included. Self-employed workcrs rcmiiin in the sample used to compute employment rates. 
but not in the sample used to m l y x  wages. 





Between 1979 and 1989, the employment rate fell by 1.4 percentage points for second-generation 

Mexican Americans (from 85 percent to 8 3 . 6  percent) and by 4.4 percentage points for third-generation 

Mexican Americans (from 87 .6  percent to 83.2 percent), whereas the employment rate o f  U.S.-born 

whites was stable (at around 9 0  percent) over the same  period. The  black employment rate declined by 

3 .1  percentage points (from 80.6  percent to 77.5 percent) during the 1980s.' 

Even in 1989, however, the employment rate o f  third-generation Mexican Americans is only  8 

percent ( 7  percentage points) lower than that o f  third-generation whites. and the same differential is 

smaller a m o n g  second-generation men. A s  we  shall see  shortly, wage differentials between white and 

Mexican-American workers arc  much larger than the corresponding employment differentials. Indeed, 

Rcimers's (1984) analysis o f  the 1976 SIE data indicates that the low hourly earnings o f  heads o f  

Mexican-origin households account for most o f  the income differential between white and Mexican- 

origin families in the United States. In other words. Mexican-origin households a re  poor primarily 

because they earn low wages, not because they work less than other h o u s e h o ~ d s . ' ~  

T h e  rest o f  this section analyzes the hourly wages o f  Mexican-origin workers using the sample  

described above:  male wage and salary workers aged 18-61 for whom earnings data could be  obtained, 

cither directly from the November surveys o r  by merging information from outgoing rotation groups in 
I !  subsequent months. For  these workers. Table 1 presents averages o f  hourly wages  and three human 

capital v a r i a b l e s ~ e x p e r i e n c e ,  education. and English languagc proficiency-that a rc  important 

determinants o f  wages. Wages  are measured in nominal dollars for each year. Education represents 

completed years o f  schooling, and potential labor market experience is computed a s  a g e  minus  education 

minus 6. T h e  November  CPS questions on English proficiency are the same a s  those in the 1980 and 

1990 censuses. All respondents were asked whether they "speak a language other than English at home," 

and only  those who  answered affirmatively were asked how well they speak English, with possible 

responses o f  "very well," "well," "not well." or  "not a t  all." For  the tabulations reported in Table  1, 

An (-.timate is said to  be "staiistically s i~ni l ican t"  when. given the mtignitudc and sampling error o r  the esfirnatc. il is 
unlikely  hat the true value is zero. For example, i t '  an eslimalt; is siatistically signilkan1 at the 5 pcrccni level. [hen there is ii 95 
percent chance that the true value is different from zero. Ot ' the changes in employment rules just discussed. only lhal for blacks 
is stiitis~ically signiticnrn (at !he 1 percent level), al1hour.h the change lor third-generation Mexieiins is closc (just missini;. a t  the 
1 0  percent level). 

10 Although my aniilysis focuscs o n  U S.-born Mcxiciin Americans. ii is interesting to note the high employ men^ rate o f  
m r n i ~ r a n t s  born Mexico, fn 1979. the ernployrneni rate o f  89.7 percent for Mexican irnmi~.rmt.s is very close TO f h c  rates for 
whiles ol'all three generations. The employment rate o f  Mexican imrnigranis declined a bit over the decade (to 87.8 percent in 
1989). bill white immif.ran1.s experienced a v e v  similar decline (from 897 percent in 1979 to 87.2 perccnt in 1989). For either 
mmigrant  group. the reduction in !he employment rate fails to achieve stalistical significance. 

Tbc Final s m p k  contains 24.3 18 workers in 1979 iutd 23.606 in 1989. Sample sizes by ctlinicity and generation arc 
rcponcd in 'Tabli; I 



English monolinguals are presumed to  speak English "very well" and are grouped together with 

bilinguals who  indicated the highest level o f  English proficiency. 

Overall. Mexican-origin workers arc  the lowest-paid croup. with average hourly earnings that 

trail even those o f  blacks. In 1979.  Mexican Americans earned 23 percent less than whites and 2 percent 

less then blacks; by 1989,  these same  wage differentials had widened 10 deficits o f  3 1 percent relative to  

whites and 8 percent relative to blacks. For Mexican-origin workers, average wages are pulled down by 

the presence o f  large numbers  o f  immigrants with very low lcvels o f  education and earnings. 

The  economic outlook is substantially better for U.S.-born Mexican Americans. In fact. after 

immigrants arc  excluded from calculations. Mexican Americans now earn more  than blacks. Among  

third-generation workers in 1979.  for example, the average hourly earnings o f  S6.80 for Mexican 

Americans arc  14 percent below those o f  whites and 8 percent above those o f  blacks. For  third- 

eeneration workers in 1989. the data imply a Mexican-American wage disadvanmge relative to whites o f  

around 22 percent and an advantage relative to blacks o f  3 percent. These comparisons highlight the 

importance of differentiaiing by nativity when analyzing labor market outcomes o f  Mexican-origin 

workers. 

The  data in Table  1 strongly suggest that low levels o f  human capital have  much 10 d o  with the 

relatively iovv wages earned by Mexican-American men. Educational artainment and English proficiency 

arc  substaniially higher for whites than for Mexican Americans, even among U.S.-born workers,  In both 

1979 and 1989. third-generation Mexican Americans average almost a year and a half less schoolins than 

whites. and in 1989 thcy also trail blacks by more  than a third o f a  year. .Moreover. a significant fraction 

o f  L.5.-born Mexican Americans lack fluency in English. an obstacle not faced by whites o r  blacks. 

Finall?. [he  relative youth o f  the Mexican-orisin work force. panicularl?- the third generation. also 

contributes t o  their low earnings. 

Muxican-origin workers display marked wage growth between the First and second generations. a 

phenomenon that is undoubtedly related to the substantial intergenera~ional improvements in human 

capital that take place. In  both years. the hourly earnings o f  Mexican Americans increase by  more  than 

35 percent between the first two generations, and this is accompanied by dramatic progress across 

g,enerations in educational artainment and English proficiency. The much more  modest gains in 

schooling and English fluency [hat occur between the second and third generations d o  not appear to raise 

the earnings o f  Mexican Americans any  further. but the relative youth of third-generation workers [nay 

be  masking whatever wage growill exists. Regressions that control for labor market experience will 

resolve this issue; they are reported below. 



White men widened their wage advantage during the 1980s. especially relative to Mexican 

Americans. Among  third-generation workers. the wage g a p  between Mexican Americans and whites 

grew by 8 percentage points (from 14 percent to 22 percent), whereas the black-white differential rose by  

4 percentage points (from 20 percent to 24 percent). These changes partly reflect the fact that earnings 

inequality and the labor market returns to various dimensions o f  worker skill were increasing ove r  this 

period (Murphy and Welch 1992: Juhn, Murphy, and Pierce 1993). A s  a result, relatively unskilled 

groups, such a s  Mexican Americans and blacks, that typically occupy places in the bottom half o f  the 

wage distribution fell further behind more  skilled groups such a s  whites." 

More  importantly. howevcr, the typical Mexican-American and black worker slipped lower in 

the white wage distribution during the 1980s. Among third-generation men, in 1979 the median (or 50th 

percentile) Mexican-American worker earned about a s  much a s  w-orkers occupying the 37th percentile o f  

the white wage distribution. By 1989. the median Mexican American had slid to the 34th percentile o f  

the white wage  distribution. Over  the same decade, the median black worker fell from the 3 1st 

percentile to the 29th percentile o f  the white w a s e  distribution. Percentage wage differentials between 

the median white worker and whites in the 3 1st-37th percentiles rose only  slightly between 1979 and 

1989. Therefore, most o f  the decline in the relative wages o f  the median Mexican-American and black 

workers is attributable t o  minorities' losing ground within the white wage distribution. rather than t o  the 

increased inequality o f  the white distribution. 

Finally, note that  because the cost o f  living (as measured by the G N P  price deflator) rose by 63 

percent between November  1979 and November 1989, the nominal wages  reported in Table I would 

have to grow by more than this percentage to indicate growth in real wages. Only  first- and second- 

generation whites (with nominal wage growth o f  72 percent and 66 percent, respectively) enjoyed such 

real-wage growth ove r  the 1980s for the average worker. Though the 5 9  percent wage growth 

experienced by third-generation whites fell somewhat short o f  inflation. nominal wages still increased at 

a much  higher rate for these workers than for Mexican-American o r  black workers. This  fact is reflected 

in the widening o f  minority wage gaps  during the decade. 

Wagc Regressions 

Table  2 presents w-age regressions, estimated by least squares. that successively add explanatory- 

variables. T h e  dependent variable is the natural logarithm o f  hourly earnings, s o  the estimated 

coefficients represent approximate percentage effects. These  regressions al low intercepts to differ across 

ethnicity/generation groups  (with third-generation whites a s  the reference group). but other coefficients 

Bound and Freeman (1992) provide a detailed analysis ol 'thc relalive wapc erosion sutTcred by blacks. 





a r c  restr ic ted t o  b e  t h e  s a m e  for  al l  g roups .  In t h e  first regression specif icat ion ( c o l u m n  1 f o r  e a c h  year), 

t h e  o n l y  addi t ional  var iables  a r e  d u m m i e s  ident i fying the  m o n t h  in which  t h e  ea rn ings  d a t a  w e r e  

col lected ( N o v e m b e r .  December .  January,  o r  February) .  T h e  month  d u m m i e s  h a v e  a l m o s t  n o  effect  o n  

t h e  results. a n d  so t h e  first specif icat ion essent ial ly  reproduces a v e r a g e  log  w a g e  d i f fe rences  a c r o s s  

ethnici ty/gencrat ion groups .  

T h e  s e c o n d  regression specif icat ion in T a b l e  2 a d d s  a vector  o f  geographic  variables  in o r d e r  t o  

con t ro l  fo r  regional variation in the  cost-of-living a n d  labor  marke t  condit ions.  T h e s e  geographic  

con t ro l s  inc lude  indicators  f o r  metropoli tan s tatus  (central  city, e l sewhere  in  a n  M S A ,  not  in a n  M S A ,  

a n d  met ropol i t an  s ta tus  no t  identified), indicators  fo r  the nine C e n s u s  divisions. a n d  indicators  fo r  t h e  

s tates  o f  Ca l i fo rn ia  and Texas .  Separa te  d u m m i e s  fo r  Cal ifornia  a n d  T e x a s  a r e  necessary  because  the 

Mexican-Amer ican  populat ion is heuvii? concentrated in  these  s tates .  Tabula t ions  reveal that  in m y  

sample .  o v e r  two-thirds o f  U.S.-born M e x i c a n s  a n d  a n  e v e n  larger share  o f  Mexican  i m m i g r a n t s  res ide  in 

these  t-wo states .  

B e c a u s e  Mexican-or ig in  workers  t end  t o  live in  high-wage areas ,  con t ro l l ing  for  g e o g r a p h i c  

locat ion a m p l i f i e s  w a g e  different ials  between M e x i c a n s  a n d  third-generation whi tes .  At  t h e  s a m e  t ime,  

inc lud ing  t h e  geographic  variables  genera l ly  nar rows  w a g e  d i f fe rences  a m o n g  first-, second-. a n d  third- 

genera t ion  whi tes .  

T h e  third reiyession specif icat ion a d d s  potential exper ience  a n d  its square  a s  independent  

variables .  T h e s e  regressions account  for intergroup variat ion in both t h e  g e o g r a p h i c  a n d  a g e  

d i s t r ibu t ions  o f  t h e  w o r k  force, a n d  therefore t h e  ethnici ty/generat ion coeff icients  f rom this specif icat ion 

prov ide  useful  "baseline" es t imates  o f  w a g e  differences ac ross  groups.  Conceptua l ly ,  s u c h  es t imates  

represent  w a g e  different ials  between w o r k e r s  o f  t h e  s a m e  a g e  w h o  live in  t h e  s a m e  place. 

F o r  whites. t h e  resul ts  o f  t h e  third specif icat ion indicate that a v e r a g e  hourly ea rn ings  a r c  q u i t e  

s imi la r  a c r o s s  generat ions.  T h e  s m a l l  w a g e  advantage  observed  for  t h e  s e c o n d  genera t ion  relat ive t o  t h e  

third genera t ion  (4 percen t  in 1979 a n d  6 percent in  1989) c lose ly  resembles  w h a t  Chiswick  ( 1 9 7 7 b )  a n d  

Car l iner  (1980)  found  in 1 9 7 0  C e n s u s  data. N o t e  that the much  larger w a g e  differential favor ing  second-  

genera t ion  w h i t e s  in t h e  first specif icat ion (13  perccnt  in 1979 a n d  16 percent  in 1989)  a r i ses  pr imari ly  

because  these  w o r k e r s  a r c  cons iderab ly  o l d e r  ( s e e  T a b l e  1 )  a n d  tend  t o  l ive in h i g h - w a g e  regions. F o r  

the  s a m e  reasons.  t h e  w a g e  a d v a n t a g e  o f  first-generation o v e r  third-generat ion whi tes  d i sappears  as w e  

n iove  f rom t h e  first t o  t h e  third specif icat ions in T a b l e  2. 

F o r  M e x i c a n  A m e r i c a n s  a n d  blacks, t h e  third specif icat ion reveals  s izab le  hour ly  ea rn ings  

def ic i t s  relat ive t o  whites .  In 1979. M e x i c a n  immigran ts  ea rned  60 percen t  less than  third-generat ion 



whites. but the corresponding w a s e  gaps tor U.S.-born Mexicans and blacks are much smaller, o n  the 

order o f  20 percent. After the effects of  geographic location and experience arc  accounted for. minority 

wage differentials widened only slightly between 1979 and 1989, with the notable exception o f  ihird- 

generation Mexican Americans. for whom the wage disadvantayc increased by 40 pcrcent (from 18 

pcrcent to 25  percent) ove r  the decade. 

The  fourth regression specification adds education a s  an explanatory variable, and this produces 

markedly smaller  hourly earnings differentials, especially for Mexican Americans. T h e  wage gaps 

(relative 1 0  third-generation whites) o f  U.S.-born Mexican Americans are now only about half  a s  large as 

those o f  blacks. Moreover. the wage gaps for Mexican Americans have become fairly modest  in size: 7 

percent in 1 979  and 1 1 perccnt in 1989 for third-generation workers. with even narrower differentials for 

the second generation. Finally. notice that these CPS samples reproduce the steep cl imb in the return to 

educaiicin over  the 1980s that has been documented in numerous studies ( e . ~ . .  Murphy and Welch 1992).  

The  regreshions reported in the- fourth column for both years imply t h i  the carnings premium associated 

with an additional year o f  schooling rose by more than a third between 1979 and 1989. from 5.7 percent 

to 7.7 percent. 

Tlie fifth and final regressiori specification in Table 2 adds the vector o f  d u m m y  variables 

indicating h11glis11 language proficiency. with English rnonolinguals-presumably tlic most proficient 

c r o u p Ã ‘ a  the reference category. These language variables show the expected pattern o f  more  negative 
, . 

coefficients for dummies  representing lower levcis o f  proficiency in speaking English. '?  Wage  pcnakics 

for English deficiencies stiffened over the 1980s- a1 leas1 for those w h o  speak some  minimal amount o f  

English. Relative 1 0  English m o n o l i n p a l s .  speaking no English al all depressed \vases h>- ahoii;' i 9  

percent in both 1979 and 1989, but the penalty for speaking Englisli poorly rose from 10 to 17 percent 

ove r  the decade.  This increase in the labor market reward for English proficiency may  be yet another 

manifestation o f  the rising skill returns observed during the 1980s (Julir~. Murphy. and Pierce 1993). 

Adding the English proficiency variables to the regressions further shrinks wage differentials 

between Mexican-origin and white men. particularly for first- and second-generation Mexican 

Americans. The  cumulative effect of  controlling for geographic location. experience. education. and 

English lanpuagc proficiency is to almost eliminate wage differences between U.S.-born Mexican 



Americans and third-generation whites: only  the 1989 wage gap o f  7 percent for third-generation 

Mexican Americans remains statistically significant. Black-white wage gaps, however, a r e  still large (16 

percent in 1979 and 19 percent in 1989) and significant. Overall,  the geographic and human capital 

variables added between the first and fifth specifications have reduced the Mexican-American-white 

wage differential for third-yeneration workers by over 70 percent in each year, whereas the 

corresponding black-white differential falls by less than 30  percent. A similar analysis suggests  that 

observable variables generally account for an even larger portion o f  the wage gaps for first- and second- 

generation Mexican Americans than they d o  for third-generation Mexican Americans. Moreover, these 

patterns become still more prominent if w e  instead compare wage differentials between the third (or  

baseline) and fifih specifications. 

Groupspecif ic  Returns  to Experience and Education 

T h e  regressions in Table  2 are informative and easy to interpret. but they are also quite 

restrictive in illat they constrain the wage structure to be  the same, except for intercept differences, 

across ethnicity and generation groups. Table 3 presents the results o f  estimating group-specific returns 

to experience and education. A single regression is estimated for each year that generalizes the fifih 

specification from Table  2 by allowing the experience and education coefficients to vary by ethnicity and 
1-1 generation. T o  facilitate interpretation o f  the quadratic in experience. Table 3 a lso  reports the implied 

cumulative returns to the first 10 and 20 years o f  experience. 

From an economic  perspective. intergenerational differences in the estimated returns make  

sense. For both whites and Mexican Americans. returns to  experience and education are  generally much 

higher for U.S.  natives than for immigrants. These results are well known and usually interpreted a s  

evidence that the human capital immigrants acquire in their home country-schooling, j o b  training, and 

work experience-transfers imperfectly to the U.S.  labor market (Chiswick 1978). The  exceptions to  

this pattern occur  for Mexican Americans in 1979. when the wage premiums associated with experience 

and education a rc  very low for sccond-generation workers and immigrants display the steepest age- 

earnings profile. Among  whites, the return t o  schooling is essentially the same for second- and third- 

generation workers, but the analogous comparison for Mexican Americans reveals that the third 

; .1 The coeificiciits of  [he geographic and English proficiency variables arc still constrained to be the same for all 
groups. The rcp.ion;il concentration o f  Mexican-origin workers and [he fact thitt very few U.5.-born whites and blacks speak a 
ani'.uagi: olher than English make i t  impossible to estimate group-specific coeflicienis for these olbcr variables wilh any 
precision. To s ivc  space. the estimated coel~licients of  the English proticiency dummies are not reported in Table 3 .  They 
display the siime pattcm as in Table 2, but the wage penalties associated with severe language dclicicn~-ics arc now subsiantially 
larger, For example. the coetTicienu lor spciiking English poorly become -. 198 in 1979 and -.294 in 1989. and the coefficicnis 
lor not speaking English ai all -m-- -309  in 1979 and -.371 in 1989. 
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generation earns a considerably higher return in both years (although the difference is not statistically 

significant in 1989). This finding points u p  the ~inalytical value o f  data sources that distinguish between 

second- and third-generation Mexican Americans. 

Table  3 also indicates that. among third-generation men, the wage structure is remarkably similar 

for whites and Mexican Americans, with virtually identical education coefficients and returns to 

cxperiencti that are moderately higher for whites in 1979 and slightly higher for Mexican Americans in 

1989. Indeed. the 1979 data d o  not c o m e  close to rejecting the joint hypothesis that the wage structure 

(including the intercept) is the same  for third-generation whites and Mexican Americans, and the1989 

data d o  not reject joint equality o f  the experience and education coefficients but d o  reject when intercepts 

are considered a s  well .  Although black men c a m  the same  return to education a s  third-generation whites 

and Mexican Americans, they receive a much lower return to  experience. and a s  a result the black wage 

structure is significantly different in both years from that o f  whites and Mexicans. 

Decomposition of Wage Differentials  

Well-known techniques exist for decomposing the wage differential between two groups o f  

workers into portions attributable to differences in average characteristics o f  the groups and portions 

attributable to intergroup differences in labor market returns to these characteristics (Blinder 1973: 

Oaxaca 1973).  Table 4 presents such decompositions o f  the white-Mexican American and white-black 

wage  differentials for third-seneration men. These decompositions arc  based o n  the regression results 

reported in Table 3.  The first row o f  Table 4 displays the relevant average log wage differences for each 

year.  T h e  remaining rows break down the total differentials into components representing the impact o f  

average differences in particular characteristics and the impact o f  differences in the estimated returns to 

these characteristics. ' 
The  decomposit ions reveal striking differences between Mexican Americans and blacks in the 

portion o f  their respective hourly earnings deficits (relative to whites) that can be attributed to lower 

stocks O F  human capital. For third-generation Mexican Arnericans, more  than throe-quarters o f  the wage 

gap  in each year is accounted for by observable characteristics. whereas the same characteristics explain 

less than a third o f  the white-black differential. Relatively low levels o f  educational attainment are  an 

important factor depressing earnings for both Mexican Americans and blacks. but Mexican Americans 

1 %  . I'hc wage decompositions reported in Tiiblu -1 use the white rqrcss ion  cotifficicnts to weight the dilTiirenc~", in 
avcrasc characieristics. but weightine instead by  [he minority coul'ficicnls produces very similar results. Because ihc rcgrcssions 
rcslnci ~ h c  coe!'ficiunts o f  the guographic and English proticiency variables 1 0  b e  the saint: Across groups. these variable;; 
comributc o n l y  to  he portion ot" w:ir.u dilTcrcnuals arising It-om dilTerencc,? 111 characttirislics. In Table 4, the month dumniics 
are grouped together with [he geographic variables. 



Table 4 
Decomposition of Log Wage Differences Between Third-Generation Men, 19 79 and 1989 CPS 

Total Log Wage Differential 

While-Mexican American White-Black 
1979 1989 1979 1989 

Percentage of Total Log Wage Differential Attributable 
to Differences in Average Characteristics: 

Experience 23% 2 1 O/O - 1  I% - 1 %  

Education 55% 4 4 O/O 3 8% 29% 

English Language Proficiency 25% 20% 0% 0% 

Geographic Location 2% ^Â£% 4% a 
Total Attributable to Differing 

Characteristics 

Perceniaga of Total Log Wage Differential, Attributable 
to Differences in Coefficients: 

Intercept 5% 

Experience 26% 

Education D,. 

Total Attributable to Differing 
Coefficients 

Sole: Thew d s c o m p o s ~ t i o n s  use ~ h c  rccrcssion cslima[cs reported in Table 3 



are also hurt by  English language deficiencies. The other characteristic contributing to the low wages o f  

Mexican-American workers-their youthfulness-is not by itself a cause  for concern, because wage 

growth over  their careers appears to be similar to that o f  whites. For  blacks, however, s low wage growth 

over  the life cycle is the s ing .1~  most important factor generating their relative wage disadvaniage. and 

this is a cause  For genuine concern.  

Wage Differences Among White Ethnic Groups 

T h e  regressions reported in Tables 2 and 3 indicate that hourly earnings differences between 

third-generation Mexican American and white men shrink dranlatically when we control for a few 

observable determinants o f  earnings. This contrasts sharply with the  situation o f  blacks, for whom large 

 wag,^ taps remain even after differences in human capital a rc  accounted for. But without a mcaningFul 

standard o f  comparison,  it is difficult to gauge precisely the size and importance o f  these wage 

differentials. In this subsection I use hourly earnings differences among white ethnic groups a s  a 

relevant metric for assessing the significance o f  minority wage gaps. 

In November 1979 (but not 1989). the CPS included open-ended ancestry questions similar to 

those asked in the 1980 and 1990 censuses." Table 5 reports the coefficients o f  selected ethnicity 

d u m m y  variables from log wage regressions for third-generation men in the 1979 CPS sample.  Mexican 

Americans and blacks arc  identified as before from information on race and Spanish origin, with the 

ancestry data used to define ethnicity only  for whites." Not reported but included in the- regressions are 

d u m m y  variables representing whites from less populous ethnic groups, whites whose multiple ancestry 

responses were coded by the Census Bureau into combination ancestry groups. and whites with missing 

ancestry data.  

In terms o f  control variables, the five columns o f  Table 5 correspond to the five regression 

specifications used in Table  2. The  reported ethnic coefficients represent hourly earnings differences 

relative to whites o f  English ancestry. Results from the first three regressions presented in Table 5 

indicate that. among  third-generation male workers, Mexican Americans and blacks earn substantially 

less than any o f  the white ethnic groups, even after dxffercnces in geographic location and age  are 

accounted for. However, adjusting for educational attainment (column 4) reduces the wage g a p  much 

more  for Mexican Americans than for blacks, and adding controls for English proficiency (column 5)  

essentially eliminates wage  differences between third-generation Mexican Americans and all but the 

' S e e  Neidcn  and Farlcy (1985)  and Licbcrson and Waters (1988 .  pp. 19-21) for dcmilcd discussions o f  the 1979  CPS 
: inccs>~/  dam. 

I 7  Whiles who report multiple anceslrics .in; classified hy  lhcir first response. 



Table 5 
Hourly Earnings Regressions for Third-Generation Men, 1979 CPS 

Recressor 

Mexican American 

Black 

White Ethnic Groups: 
Canadian 

Czech 

Danish 

Dutch 

English (reference group) 

French 

German 

Hungarian 

Irish 

Italian 

Xorutgiaii 

Polish 

Russian 

Scottish 

Swedish 

Swiss 

Welsh 

(continued n c x ~  page) 



Table 5 (cont'd) 

Additional Rcgrcssors C P S  Survey Add to Add to Add to 
Month Column ( I )  Column (2) Column (3)  
Dummies  Regressors: Regressors: Rcgrcssors: 

Geographic Quadratic Education 
Controls in Experience 

A d d  to 
Column (4) 
Rcgrcssors: 
English 
Proficiency 
Dummies  

Note: Dependent variable is the ndtural logarithm o f  hourly earninf,~. where hourly earnings an-' computed as the ratio o f  usual 
weekly earnitqs [o utiiiiil weekly hours o f  work. Standard errors are in  parentheses, Data are from the November 1979 CPS 
mpc. The sample includes third-.m.-neration male wage and salary workers aged 18-61 for whom i;<iminp,s data are availablr. Thc 
sample s i x  is 20.950. Not  reported above but included in the regressions are dummy variables represeniing whites i r om less 
populous ethnic groups, whites whose multiple ;meestry responses were code:! by the Ccnsus B u r ~ i u  into combination inccstrv 
groups. and wh~ tes  w i th  missing, imccstry data. Sec Titblc 2 for ii description o f t hc  "addittonal rcgrcssors" listed above. 



highest-paid whi te  ances t ry  g roups  (Russ ians  and  Poles). In  contrast.  t h e  s izab le  w a g e  d i sadvantage  

suffered by b lacks  is largely unrelated to observab le  human capital measures .  A f t e r  ad jus tment  for  skill  

differences.  t h e  a v e r a g e  w a g e s  o f  M e x i c a n  Amer icans  lie near  the  m i d d l e  o f  t h e  rather  light dis t r ibut ion 

o f  mean  w a g e s  a c r o s s  whi te  c ihn ic  g roups .  whereas  t h e  very l o w  a v e r a g e  e a r n i n g s  o f  blacks remain  a 

consp icuous  out l ier .  

A N A L Y S I S  OF C E N S U S  D A T A  

In th i s  sect ion,  I present  a n  ana lys i s  o f  1990 C e n s u s  d a t a  that complcrncn ts  t h e  ana lys i s  o f  C P S  

d a t a  reported in t h e  preced ing  sccl ion.  T h e  C e n s u s  5 percent microdata  f i les  p rov ide  information o n  1 

ou t  o f  ever! 20 people  l iving in t h e  United States on  Apri l  1 .  1990 .  T h e  p r i m a r y  advantage  o f  C e n s u s  

da ta  is that t h e  k u p c  s a m p l e  s izes  permit  detailed ana lyses  o f  y o g r a p h i c  a n d  d e m o g r a p h i c  subgroups .  In  

particular.  I wi l l  c o n f i n e  at tent ion to Cal ifornia  and Texas.  because  these s tates  a r c  h o m e  1 0  the  vast 

majorii) o f  the Mexican-origin populat ion in the  Ignited States .  Wi th in  e a c h  state. m u c h  o f  the ana lys i s  

will  be  performed separately f o r  g r o u p s  o f  workers  defined accord ing  to a g e  a n d  educat ion,  Unl ike  t h e  

N o v e m b e r  1979 a n d  1 9 8 9  C P S ,  t h e  1 9 9 0  C e n s u s  provides n o  informalion o n  parents '  birthplace. so it is 

itnpossibli-' 1 0  dis t inguish the  second  generat ion from higher  generat ions o f  U.S.-born workers .  

T h e  Sample 

To concent ra te  o n  w o r k e r s  with a s t rong  at tachment  to  t h e  labor  force. I l imit thc  s a m p l e  TO non-  

i n s t i t u t i o n a l i ~ ~ d  m c n  bcnvcen  t h e  a g e s  o f  25 cind 59 w h o  worked  dur ing  1989. which  is t h e  ycar  that 

C e n s u s  i n c o m e  d a t a  pertain to .  Because  1 wish t o  focus  o n  t h e  exper iences  o f  L'.S.-born Viexican 

Amer icans .  foreign-born individuals  a r e  excluded.  As before, I rcsirict t h e  analysis  1 0  three ctlinic 

g roups :  non-Hispanic whites. non-Hispanic blacks. and  persons o f  Mexican  desccnt .  Of pr imary  i n t c r c s ~  

a r e  the Cal ifornia  da ta ,  but  fo r  purposes  o f c o m p a r i s o n  1 provide a parallel ana lys i s  o f 'Texas  workers .  

I de f ine  annua l  ea rn ings  a s  t h e  s u m  o f  \\'age and  salary incomc and self-ern ploy men^ i n c o m e  for  

1989. and  annua l  h o u r s  o f  work  a r c  t h e  product o f 'wecks  worked  and usual weekly h o u r s  o f  w o r k  d u r i n g  

1989."  Hour ly  c a r n i n g s  a r e  c o m p u t e d  a s  the  ratio o f  annual  ea rn ings  t o  annua l  h o u r s  o f  \ t o & .  W o r k e r s  

with computcd  hour ly  w a g e s  be low S1.66 o r  a b o v e  S332 arc  cons idered  out l iers  and  a r c  excluded."'  

O n l y  a tin\ percen tage  o f  observa t ions  a r e  excluded in this way. and  retaining w a g c  ou t l i e r s  in t h e  

ah I hu Ccnsu.s income data arc lop-coded. and bctm~sc scli-employmcn~ incomc can bc ncp1n.c. t h c d  da;.~ arc holloiil- 
coded as M C I I  I retain lop- and hoilom-coded oh'scrvalion'. in the sample, h u ~  excluding Ihcm has littic C!TL'CI on !hi: results 
,ikewise, ~ ; \ c i ~ ~ i J i n g  ohscrva~icins with imputed income data produces similar result'-. 

. ., 
1 !icx thrcslioIcK \%ere chosen In hi-' the mmc in rcid terms iis lhrcsholds 01- $ 1  iind S 2 0 0  i n  10-9, gi\cn ihc 66 

p C r C C r I t  r l x  rn lhc price level hci\\ccii  1979 a n d  !q8*? ( 2 s  m c ~ ~ u r c d  by the CiNP price defla~tir}. I c \ i - ~ ~ ~ ; i l l \  in tend 1 0  pcrjorm a 
c~mpiir~i'ril.: ,n-I I? ~3 01' I'M0 c ' c n i i ~ ~  diriii 



sample leads to vcry sim ilar results. 

Although the age range of the Census sample (25-59) is slightly more restrictive than diat of tile 

CPS sample analyzed above (18-61), in several other respects the Census sample is more inclusive. 

Unlike [he CPS sample, the Census sample includes military personnel. non-institutionalized group 

quarters members, and the sclf-employed." In addition. the Census sample includes individuals who 

held a job at any time during 1989. whereas CPS earnings data arc available only for those employed 

during the survey week. 

The final Census sample includes 2 13,479 men in California and 153,289 in Texas. Appendix 

Table A1 reports Census sample sixes by ethnicity, age, and education for California, and Table A 2  

provides the same information for Texas. 

Ethnic Differences in Human Capital 

Before analyzing the wage data, I first examine human capital variables strongly associated with 

wages. Table 6 reports the education distributions of white, Mexican- American, and black men in 

California and  exa as.^' The first row of the table indicates that, among white Californians of all agcs 

(25-59) in tl-ic 1990 Census sample, 4.5 percent had completed less than 12 years of schooling. 22.4 
7"s 

percent finished exactly 12 years," 36.7 percent had attended college of some kind but not completed a 

bachelor's degree. and 36.4 percent had earned at least a bachelor's degree. Because itiese education 

categories are mutually exclusive and exhaustive, the percentages sum to 100 (except. in some cases, 

because of rounding error). Other rows of the table report education distributions for five-year age 

cohorts within each ethnic group and state. 

These data reveal the strikingly low education levels of US.-born Mexican-American men. 

Mexican Americans arc heavily overrepresented among high school dropouts and significantly 

undcrrepresentcd among college graduates. In both California and Texas, Mexican Americans overall 

are more than three times as likely as whites to not finish 12 years of schooling, and arc less than a third 

as likely as whites to obtain a bachelor's degree. Similarly large differences in educational attainment 

exist within narrow age groups. Despite the general tendency of  schooling levels to rise for younger age 

groups (particularly among workers without college degrees), there is no indication that over time the 

2 v  , 1-hcse dilTercnces in sample composition d o  no1 appear 10 be imponanl. lkc lud ing  miliiary personnel, group 
quarters membery, and the seIC-employcd from (he  Census sample produces only very minor changes in the results. 

T h e  1990 Census is the first decennial C's'nsus to provide stimpling wcighis tor microdata. These weishis were used 
i n  d l  o i t h c  Ccniiua calculiitions and rrigrassions reportud hurc. but unwei$htcd esiirriales arc similar. 

..- .. L In addition to high school graduates, Ihc education category "12 years" includes pcople who complcwd 12 years o r  
schooling but failed to earn *i high school diploma. as well a s  people who obtained their high school degree by passing the Test 
of General Lducational Development (G.E.D.) ,  





education dist r ibut ion o f  Mex i can  Americans has been convergine w i t h  that o f  whites. 

Compar isons w i t h  blacks are also very unfavorable fo r  Mex i can  Americans; h igh  school dropout 

rates f o r  Mex icans that arc more  than double those o f  blacks. i n  contrast to the d is turb ing ly  h igh  dropout 

rates that cont inue to plague Mex ican-  American youth, b lack dropout rates fe l l  so rap id ly  over  t ime that 

for the youngest age groups blacks n o w  have lower  dropout rates than whi tes in Cal i fo rn ia  and rates o n l y  

s l igh t ly  h igher than whi tes i n  Texas. i n  addit ion. blacks are considerably more  l i ke l y  than Mex ican  

Americans to  earn col lege degrees. especial ly i n  Cali fornia. 

Tab le  6 also indicates that Cal i fornians are general ly more  educated than Tcxans. H i g h  school 

comple t ion  rates are m u c h  l ower  i n  Texas than in Cali fornia. especial ly f o r  minorit ies. w i t h  the end 

result that a lmost  a th i rd  of Mexican-American workers i n  Texas have less than 12 years o f  schooling. 

A t  the same t ime, fewer Texans than Cal i fbrnians have bachelor's degrees, part icular ly  among  blacks. 

U s i n g  a format s imi la r  t o  the table o n  educational attainment. Table 7 presents in format ion  o n  

Eng l ish  language prof ic iency.  The  Census questions o n  this topic are identical t o  the CPS questions 

analyzed in the preceding section: persons indicat ing that they "speak a language other ~ h a n  Eng l ish  at 

home" are asked h o w  w e l l  they speak English. I n  Table 7. persons w h o  report that they speak Eng l ish  

"well," "not well," o r  "not at al l" arc aggregated in to  a single category representing those w h o  speak 

Eng l ish  "below very well ." 

A s  expected i n  a sample o f  US . -bo rn  men, f ew  whi te  and black workers report any  d i f f i cu l t y  

speaking English, O v e r  95 percent o f  these workers are Engl ish monolinguals, and most b i l inguals speak 

Eng l ish  "very well." leaving o n l y  about one percent o f  whites and blacks w h o  speak Eng l ish  "below very 

well ." T h e  percentages va ry  l i t t le  across five-year age cohorts fo r  whites and blacks, so fo r  these groups 

I report o n l y  the dist r ibut ions fo r  a l l  ages combined. 

N o t  surprisingly. Eng l ish  prof ic iency is  much  l ower  fo r  Mex ican-Amer ican men, and prof ic iency 

varies across age cohorts and states. I n  Cal i fornia,  10 percent o f  Mex ican-Amer ican workers indicate 

that they speak Eng l ish  "below very well." w i t h  the remaining 90 percent about even ly  spl i t  between 

those w h o  speak o n l y  Eng l ish  and bi l inguals w h o  speak Engl ish "very well ." Younger  Mex i can  

Americans in Cal i fo rn ia  speak Eng l ish  better than their  o lder counterparts. as the incidence of Engl ish 

n~ono l ing ,ua l ism fa l ls  w i t h  increasing age and the incidence of Eng l ish  def ic iency rises w i t h  increasing 

age. 

Though  the patterns b y  age cohort are s imi la r  i n  bo th  states. the leve l  o f  Eng l ish  pro f ic iency  

among  Mex ican  Americans is m u c h  lower  i n  Texas than i n  Cal i fornia.  T h e  incidence o f  Eng l ish  

def ic iency is  23 percent fo r  Mex i can  Americans i n  Texas, versus 10 percent i n  Cali fornia; and o n l y  



Table 7 
Percentage D/sfributiun uf English Language Proficiency, by Ethnicity cmc! Age. 1990 Census 

California 

Ability o f  BiIinguals 
10 Speak English 

Speak 
Ethnicity/ Only Below 
ARC Group English Very Well Very Well 

Whiles: 
All Ages 96.2  3.1 

Blacks: 
All Ages 95.6  3.5 

Texas 

Ability of Bilinguals 
to Speak Enclish 

Speak 
Only Bclov. 
English Very Well Ver? Well 

Mexican 
A m c r i c a n ~  

All Ages 
25-29 
30-34 
3 5 - 3 9  
40-44 
45-49 
50-54 
5 5 - 5 9  



percent 15 percent o f  Mexican Americans in Texas arc  English monolinguals. versus 4 7  percent in 

California. 

T o  provide some  indication o f  differences in the kinds o f j o b s  held by white, Mexican-American, 

and black workers. Table 8 presents occupation and industry distributions by  ethnicity. For readability. 

occupation and industry are defined at a fairly broad level, with 14 major occupation categories and 15 

major industry categories. The numbers in the table represent the percentage o f  workers in a given 

ethnic group and state who are  employed in a particular sector. For example,  the number in the fourth 

row and first co lumn indicates that 12.6 percent of white Californians are employed in sales occupations. 

In each column. the occupation percentages sum to 100 percent and the industry percentages s u m  to 100 

percent, except for rounding error. 

Relative to whites, Mexican Americans and blacks arc  seriously underrepresented in managurial 

and professional occupations, which a rc  the highest-paying occupation groups. In California. Mexican 

Americans appear in these occupations even less frequently than blacks: in Texas, Mexican Americans 

and blacks are about equally underrepresented in the hichest-paying occupation groups. In both states. 

Mexican Americans and blacks are overrepresented in many o f  the lowest-paying occupations, such a s  

"other services" and the least-skilled blue-collar occupations (operators, transportation workers. and 

laborers). U.S.-born Mexican-American male farmworkers. although overreprcscnted in farming relative 

to whites and blacks. nevertheless make up only  about 4 percent o f  the total male Mexican-American 

workforce. This contrasts with the much higher percentage of Mexican immigrants arc  employed in 

agriculture (about I 5  percent in the November 1989 CPS data). 

T h e  Duncan segregation index (Duncan and Duncan 1955) is a useful summary measure o f  the 

extent to  which two distributions differ. In the current contest, the Duncan index represents ihe 

percentage o f  white workers (or  minority workers) who would have to change occupations in order to 

make the white and minority occupation distributions identical. The  index can range between 0 and 100 

percent, with higher values indicating larger differences between the two occupation distributions. In 

practice, the Duncan values obtained in a particular application depend upon how coarsely o r  finely 

occupations are defined, with broad occupation groups such a s  those used here producing lower values o f  

(lie index. 

For  the California occupation distributions reported in Table 8, the Duncan indices arc  27 for the 

Mexican-American-white comparison and 25 for the black-white comparison, which indicates that 

Mexican-American and black men experience similar levels o f  occupational segregalion relative to 

whites. In Texas, however, occupational segregation is considerably lower for Mexican Americans than 





for b lacks  ( t h e  D u n c a n  indices  a r c  25 and  32 respectively). N o t  surprisingly, t h e  Mexican-Amer ican  a n d  

black occupa t ion  dis tr ibut ions a r e  m o r e  s imilar  t o  e a c h  o ther  than t o  t h e  whi te  dis t r ibut ions.  with 

Mexican-American-black D u n c a n  indices  o f  16 for  Cal ifornia  a n d  14 for  T e x a s .  

T h e  industry dis t r ibut ions presented in t h e  bo t tom half  o f  T a b l e  8 a r e  genera l ly  m o r e  s imi la r  

ac ross  e thn ic  g r o u p s  than the  occupa t ion  d i s l r ibmions  just  discussed.  For  Mexican-Anier ican-white  

compar i sons ,  t h e  D u n c a n  indices  a r e  I 1  for Cal ifornia  a n d  10 for  Texas ,  a n d  the black-white  indices  a r e  

15 for  Ca l i fo rn ia  a n d  1 1  fo r  T e x a s .  In fact. t h e  minori ty  industry dis t r ibut ions a r e  m o r e  different  f rom 

e a c h  o t h e r  than f rom t h e  w h i l e  dis t r ibut ions (Mexican-Atnerican-black Duncan  indices  o f  20 for  

Cal ifornia  a n d  13 for  Texas) .  Relat ive t o  whites ,  Mexican  Amer icans  a r e  underrepresented (especial ly  in 

Cal ifornia)  in t h e  t w o  highest-paying industries, f inance a n d  professional services .  whereas  b lacks  a r c  

underrepresented in cons t ruc t ion  a n d  overrcprcsenied in t ransportat ion.  

W a g e  Ratios 

1 n o w  begin t o  ana lyze  w a g e  d a t a  f rom t h e  1990 Census.  Table  9 presents  rninori ty-white  w a g e  

ratios. by  a g e  a n d  educa t ion .  T h e  en t r ies  in t h e  table a r c  ratios o f  t h e  a v e r a g e  hour ly  w a g e  o f  M e x i c a n  

A m e r i c a n s  o r  b lacks  in a g iven  a g e  a n d  educat ion category to  t h e  a v e r a g e  hour ly  w a g e  o f  whi tes  in  t h e  

s a m e  a g e  a n d  educa t ion  ca tegory .  Therefore,  a ratio o f  o n e  represents  w a g c  parity be tween  minor i t i es  

a n d  whites ,  a n d  the ex ten t  t o  which  the ratio falls short  o f  o n e  measures  the percentage w a g e  defici t  

suffered by  minori t ies .  In this  table, a * indicates  w a g e  ratios that  a r e  no t  statistically different  f rom o n e  

a t  t h e  5 percent  level o f  s ignif icance,  a n d  a # indicates  w a g e  rat ios  based o n  f e w e r  than 5 0  observa t ions  

for  M e x i c a n  A m e r i c a n s  o r  blacks.  

T h e  c o l u m n s  labeled "all levels" report  w a g e  ratios that include workers  o f  a l l  educa t ion  levels, 

w h e r e a s  t h e  remain ing  c o l u m n s  present  w a g e  rat ios  fo r  t w o  specif ic  types of workers:  those  wi th  a high 

school  d i p l o m a  a n d  n o  fur ther  education," a n d  those with a bachelor 's  d e g r e e  a n d  n o  fur ther  educa t ion .  

T h e s e  part icular  educa t ion  ca tegor ies  w e r e  chosen  because they c o v e r  a substant ial  f ract ion o f  the work  

force  (40-50 percent.  d e p e n d i n g  o n  the e thn ic  g r o u p  a n d  s tate)  a n d  a t  t h e  s a m e  t i m e  represent  relatively 

n a r r o w  a n d  well-defined skill  classifications. 

Overal l ,  t h e  Ca l i fo rn ia  w a g e  ratios o f  .76 for  Mexican  Amer icans  a n d  .78 for  blacks indicate  

that, o n  average,  M e x i c a n  A m e r i c a n s  ea rn  24 percent  less  a n d  blacks 22 percent  less than whi tes .  T h e  

overa l l  w a q e  defici ts  a r c  h igher  in Texas :  3 1 percent  fo r  Mexican  Amer icans  a n d  27 percent  f o r  blacks. 

Minor i ty  w a g e  g a p s  a r c  smal le r  within educat ion categories. particularly fo r  M e x i c a n  Amer icans .  T h e  

3 )  - r'he education ca iegoy  "high school diploma" includes workers who obtained their high school de.grec by pa-wing 
the G.R.D. tfsarn. but i t  excludes workers who completed 12 ye;m orschooling yet failed to earn a diploma. 

26 





largest reduction occurs for the Mexican-American-white wage gap in California among high scliool 

graduates: this deficit is only  1 I percent, which is less than half o f  the corresponding w a c e  gap for 

workers o f  all education levels. In this instance, controlling for education shrinks the Mexican- 

American-white wage g,ap by about 54 percent relative to the initial differential o f  24 percent. Similar  

calculations indicate thai the Mexican-American-white wage gap declines by 3 9  percent for Texas  high 

school graduates and by about 25 percent for college graduates in , - r t h  states. In every instance, 

controlling for education leads to a smaller percentage reduction in the black-white than the Mexican- 

American-white wage  gap. 

Within specific education categories. there is a tendency for minority wage gaps to widen with 

age, especially among  college graduated. For example. Mexican-American-white wage ratios for 

Californians with a high school diploma steadily decrease from .98 for 25-29 year-old men to .83 for 50- 

54 year-old men, before they bounce back up to .93 for ages  5 5 - 5 9 .  This could mean that more  recent 

cohorts  o f  Mexican-American and black workers will enjoy greater economic opportunity ove r  their 

lifetimes than older minority workers did. perhaps because labor market discrimination is decreasing and 

human capital investments are converging. Indeed, the education distributions reported in Table 6 reveal 

[hat black high school dropout rates have fallen rapidly s o  thai among the youngest cohorts they arc  very  

similar to the rates for whites. and Table 7 suggests that young Mexican Americans speak English berter 

than their elders. I t  is also possible. however. that minority wage gaps are smaller for younger workers 

because career wage  '.yowth is greater for whites, If this is the case. then Mexican-American and black 

youth may find that iheir wage gaps rise with age  until they evcntiially resemble the wage deticits 

experienced by today's  o lder  minorities. 

Table  10 explores how controlling for English proficiency affects Mexican-American-white 

wage ratios. T h e  top half o f  the table presents the wage ratios obtained after excluding workers who d o  

not speak English "very well." The  bottom half o f  the table proceeds further a long these lines by 

limiting the sample  to workers w h o  speak only English. Conlrollinc; for English language ability in this 

way generally increases Mexican-Atncrican-white wage ratios, particularly for less-educated workers, 

older workers, and Texans-groups that a rc  more likely to have English deficiencies. For example,  

among  Texas  high school graduates aged 35-39. the Mexican-American-white wage ratio rises from .92 

for all workers to .95 for those w h o  speak English at least very well to .99 for those w h o  speak only  

English. 

Wage Rr : ressions 

N ;  :tiple regression provides a convenient way to  systematically investigate the influence o f  





various factors o n  wage  differentials between minority and white workers. Table  I 1  reports the results 

o f  wage repressions, estimated by ordinary least squares, that show how minority wage gaps  change a s  

control variables are added.  The  regressions in this table pool together men from all a y e  groups (25-59). 

Like the CPS wage regressions reported earlier, the dependent variable is the natural logarithm o f  hourly 

earnings. so  the estimated coefficients represent approximate percentage effects. 

T h e  only explanatory variables in the first specification (column 1 for each state) a r c  d u m m y  

variables identifying Mexican Americans and blacks. In this specification, the estimated coefficients on 

the ethnic dummies  represent r aw wage differentials between minority and white men. In California. 

both Mexican-American and black workers earn 2 5  percent less o n  average than whites. The  wage c a p s  

are  bigger in Texas:  about 37 percent for Mexican Americans and 33 percent for blacks." 

The  second specification controls for a g e  by adding a set o f  d u m m y  variables indica'ii-.-: the five- 

Fear age  cohort  to which each worker belongs. Because minorities are younger o n  average than whites. 

con~ro l l ing  for a g e  slightly reduces the wage gaps for blacks in California and Mexican Americans and 

blacks in Texas.  The  wage  g a p  for Mexican Americans in California falls by a largcr amount. because o f  

the relative youth o f  this group.  

The  third specification adds  a set o f  dummy variables identifying six education categories: less 

than 9 years  o f  schooling, 9-1 I ycars o f  schooling. 12 years o f  schooling, s o m e  college. a bachelor's 

degree,  and a postgraduate degree." Controlling for education substantially reduces minority wage gaps. 

particularly for Mexican Americans. The  contrast between Mexican Americans and blacks is especially 

dramatic in California, where adding the education dummies  lowers the \\,age gap by 57  percent for 

Mexican Americans (from 21 to 9 percent) and by only 26 percent for blacks (from 23 to  17 percent). 

T h e  fourth specification in Table 1 1  controls for English language proficiency by adding a set  o f  

d u m m y  variables idcntifving workers w h o  speak only English and,  among  those who speak another 

language. indicating whether they speak English "very well" o r  not. Not surprisingly. this has  n o  effect 

o n  black-white wage differentials. but i t  does  lower the wage deficit o f  Mexican Americans- 

particularly in Texas, where English deficiencies are more common.  In both California and Texas, the 

cumulative impact o f  controlling for age, education, and English proficiency is to shrink the Mexican- 

' These raw wase gaps differ somewhat from those implied by the wage ratios reponed in Table 9. T h i s  occurs both 
because log wage  p p a  only approximate percentam; w q c  difi'crcntials and also because the nonlinear translwmaiion applied by 
[he logarilhmic  unction means that comparisons based o n  average log wages can diffcr from comparisons based o n  average 
wages.  

2 3  Sue footnote 22 r c p r d i n g  the educaiion category " 12 ycars." Using the complete set o f  17 education c a t e p r i e s  
available in thc 1990 Census produces e v e n  smaller minority w a g  caps  [han those reported Iicre. but the p x e r a l  paltern 01" 
rcsulls is v c n  similar. 





American-white wage  differential to about a quarter o f  its initial size (from 25 to 6 percent in California 

and from 3 7  to 10 percent in Texas). T h e  corresponding reduction in the black-white wage g a p  is much 

smaller, to about two-thirds o f  its initial size (from 25 to 17 percent in California and from "5 to 2 1 

percent in 'Texas). 

Finally, in order to determine how much o f  the remaining minority wage caps  are related to 

overrepresentation in low-paying employment sectors. the fifth specification adds  d u m m y  variables 

identifying the 14 occupation and 15 industry categories listed in Table  8. In both states. controlling for 

these broad occupation and industry groups generates sizable reductions in the black wage gap, but a 

more  modest decline in the Mexican-American wage gap.  Evidently. after crude measures o f  human 

capital such a s  age, education, and English proficiency are  accounted for, the role that j ob  segregation 

plays in explaining low minority wages  is potentially much larger for blacks than for Mexican 

Americans. 

Table  12 presents results from wage regressions estimated separately for each five-year age  

cohort .  T h e  regressions in the top half o f  the table correspond to specification 1 in Table 11, s o  these 

estimates represent raw wage differentials between minority and white men.  The  bottom half o f  Table  

12 corresponds to specification 4 in Table 11, which controls for age. education, and English proticiency, 

but not for occupation and industry. In Table 12, the age  controls a re  d u m m y  variables identifying single 

years o f  age within each five-year age  cohort. 

With the human capital measures excluded from the regressions. wage gaps are generally smaller 

for younger minority workers. but this tendency disappears once  the control variables are included. 

Within age  croups,  the pattern o f  results is very similar to what was  found in the pooled regressions 

reported in Table 1 I : controlling for human capital leads to a much larger rcduciion in the wage  g a p  for 

Mexican Americans than for blacks. and the remaining wage deficit not attributable to human capital is 

substantially smaller  for Mexican Americans. 

Decomposition of W a g e  Differentials 

As another way  o f  illustrating differences in the extent to which observable skill measures can  

explain wage gaps  for Mexican-American and black workers. Table 13 presents wage decomposit ions for 

the 1990 Census  data similar  to those presented earlier for the CPS data. These  decomposit ions are  

based o n  regressions similar to specification 4 in Table  11, but are estimated separately for each o f  the 

three ethnic groups, T h e  first row o f  Table 13 shows the relevant average log wage differences. The  

remaining rows break down  the total differentials into components representing the impact o f  ethnic 

differences in particular human capital attributes and the impact o f  ethnic differences in the estimated 





Table 13 
Decomposition of Log Wage Differences Among U.S.-Born Men, 1990 Census 

White-Mexican White-Black 
American 

California Texas California Texas 

Total  LAIR W a g e  Differential .25 1 ,365 .25 1 -329 

Percentage of Total Log Wagc Differential Attributable 
to Differences in Average Characteristics; 

Age 16% 

Education 48% 

English Language Proficiency u% 
Total Attributable to Differing 76% 

Characteristics 

Perccntaee of Total Log Ware Differential Attributable 
to  Diffcrenccs in Coefficients: 

Intercept 33% 

Age 16% 

Education -28% 

English Language Proficiency % 

Total Attributable to Differing 25% 
Coefficients 

N o t e  These decompos i~ ions  arc based on  regressions similar to specification (4) in Table 1 1 .  but estimated separately lor each 
cihnic p,roup (whites. Mexican Americans, and blacks). 



returns to these c h a r a c t ~ r i s t i c s . ~ ~  

Once again, the wage structure is much more similar between whites and Mexican Americans 

than between either o f  these groups and blacks. In both California and Texas. three-quarters o f  the 

Mexican-American-white wage g a p  is attributable to the relatively low measured skills o f  Mexican- 

American workcrs. By contrast. only  about a third o f  the black wage deficit can be explained in this 

way. For Mexican Americans. insufficient schooling 1s an especially important factor, by itself 

accounting for almost half o f  the wage  gap.  In California, these data suggest that Mexican Americans. 

earn a higher return to  education than whites, whereas the schooling payoff for blacks lags well behind 

the other two groups. 

CONCLUSIONS7 

Using national Current Population Survey data from November 1979 and 1989 and 1990 Census 

data for California and Texas,  this study has analyzed in detail the wage structure and relative earning 

power o f  L;.S.-born Mexican-American men.  T h e  main empirical findings arc  a s  follows: 

I .  In 'November 1989. about 83  percent o f  Mexican-American men  aged 25-61 held jobs,  an  

employment rate squarely between the corresponding rates o f  78 percent for blacks and 9 0  percent for 

non-Hispanic whites. Although ove r  the 1980s the employment situation o f  Mexican Americans 

deteriorated somewhat  relative to  whites, even a t  the end o f  the decade employmcnt differences between 

Mexican-American and white workers were smaller than the wage differences. Because o f  this finding 

and other research (Reiincrs 1984) indicating that the low hourly earnings o f  Mexican-ohgin household 

heads account for most o f  the income differential between white and Mexican families in the Lin;ri'-d 

States. I decided to focus this study oil the wage determination process. Mexican-origin households are 

poor primarily because they earn low wagcs, not because ihey work less than other groups.  

2 .  In overall comparisons with other groups, the average hourly earnings of Mexican-origin 

workers are depressed by the large proportion o f  wry-low-paid immigrants. but even U.S.-born Mexican 

Americans are at a substantial wage disadvantage. In 1989, Mexican-American men in California 

averaged 25  percent lower wages than white men. about the same wage deficit suffered by blacks. 

Minority wage gaps  were even larger in Texas. 

3.  Minority wage deficits widened during the 1980s. particularly for Mexican Americans.  

Among third- and higher-generation workcrs throughour the United States, the wage g a p  between 



Mexican-American and white men g rew by 8 percentage points (from 14 percent to 22 percent), whereas 

the black-white differential rose by 4 percentage points (from 20 to 24 percent). These  changes partly 

reflect the fact that earnings inequality and the labor market returns to various dimensions o f  worker skill 

were increas ingover  this period. but most o f  the decline in the relative wages o f  Mexican-American and 

black workers is attributable to minorities' losing ground to low-skill. low-wage whites. 

4.  Mexican Americans possess disturbingly low levels o f  human capital. In 1989. U.S.-born 

Mexican-American men averaged a year and a half less education than whites and a third o f  a year less 

than blacks. Compared t o  whites in either California or Texas, Mexican Americans are more  than three 

times a s  likely to not finish 12 years of  schooling and less than a third as  likely to obtain a bachelor's 

degree. Furthermore, even among  men born and presumably educated in the United States. substantial 

numbers o f  Mexican Americans lack fluency in English. In California. 10 percent o f  Mexican-American 

workers report that they speak English less than very well, and the incidence o f  English deficiency is 

more than twice a s  high in Texas.  English proficiency is higher for younger cohorts o f  Mexican- 

Amcrican workers. which suggests that language skills a rc  improving ove r  time. T h e  data provide no 

indication, however,  that the education distribution o f  Mexican Americans is eonverging with that o f  

whites--a situation that stands in stark contrast to  the more encouraging educational trend o f  blacks. 

5. Mexican-American workers earn low wages primarily because they possess less human 

capital than whites, not because they receive lower rewards for their skills. Among U.S.-born Mexican- 

American men in both California and Texas, three-quarters o f  their wage deficit i s  attributable to their 

relative youth, their English language deficiencies, and especially their lower educational anainment.  By 

itself. insufficient schooling accounts for almost half the wage gap.  By contrast. these same  human 

capital variables explain only about a third o f  the black-white wage deficit. Among  third- and higher- 

generation men, the wage structure is remarkably similar for Mexican Americans and whites. Indeed, 

when adjusted for skill differences, the average earnings o f  Mexican Americans arc  virtually 

i~~d i s t ingu i shab le  from those o f  non-Hispanic white ethnic groups such as Germans,  Italians. Swedes, and 

the French. whereas the average earnings o f  blacks remain conspicuously low. 

What arc  the implications o f  these findings for public policy? First, it should be  emphasized that 

these results d o  not imply that laws prohibiting employment and wage discrimination against Mexican 

Americans arc  unnecessary o r  irrelevant. Instead, the results suggest only that. given the existing level 

o f  enforcement o f  labor market antidiscrimination laws, increased vigilance in this area is likely to 

benefit Mexican Americans less than blacks, because differences in the wage structure and returns to 

skill a r c  currently much smaller  between Mexican Americans and whites than between blacks and 



whites. I t  may well be that the prevailing legal framework plays an important role in maintaining the 

structural labor market similarities o f  Mcxican Americans and whites. 

My analysis indicates that the key to improving the economic status o f  Mcxican Americans lies 

in raising education levels. Thai more and better schooling would help any group has the ring o f  a 

truism. especially in these times o f  increasing demand for skilled workers. But to a much larger extent 

than for blacks. educational improvements are crucial 10 the earnings progress o f  Mcxican Americans, 

both because their schooling levels continue to lag behind those o f  virtually all other groups in American 

socicty. and because U.S.-born Mexicans Americans earn a relatively high return on educational 

investments. especially in California. Finding a way to somehow eliminate the educational disadvantage 

o f  Mexican Americans would g o  a long way toward bringing this group into the economic mainstream. 
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APPENDIX 



Table A 1 
California Sample S k  by Ethnicity, Age, and Education, 1990 Census 

Education 

Whites: 
All Ages 
25-29 
30-34 
35-39 
40-44 
45-49 
50-54 
55-59 

Mexican Americans: 
A!l Ages 
25-29 
30-34 
35-39 
40-44 
45-49 
50-54 
55-59 

Blacks: 
A l l  Ages 
25-29 
30-34 
35-39 
40-44 
45-49 
50-54 
55-59 

A l l  
J&xds 

178,592 
30,346 
33,477 
3 1,325 
28.9 18 
22.7 13 
17,273 
14,540 

20,530 
5.146 
4,4 64 
3.4 1 I 
2.713 
I .925 
1.550 
1.32 1 

14.357 
3,002 
2.8 16 
2,429 ' 
2.02 I 
1.585 
, 4 4 5  
, 0 5 9  

Less than 
5LbiUs  

1.356 
154 
140 
132 
127 
188 
262 
353 

1,158 
157 
14 1 
130 
149 
140 
173 
26s 

2 12 
19 
2 0  
12 
2 3 
29 
4 2 
6 7  

Some Bachelor's Posi- 
sl!lksc rmxcs iTmduuc 

NOIC Da!a arc from the 1990 Census 5 percent microdata files. The sa-mple includes U.S.-born men aged 25-5') who w,orkcd dunn"  
1989. No! evepone in ~'nc cduci~ional cawgop. "12 years" has a high school diploma 



Table A 2  
Texas Sample Sizes, by Erl~nicity, Age, and Education, 1990 Census 

Education 

Whites: 
A l l  Ages 
25-29 
30-34 
35-39 
40-44 
45-49 
50-54 
55-59 

Mexican Americans: 
A l l  Ages 
25-29 
3 0-3 4 
35-39 
40-44 
45-49 
50-54 
55-59 

Blacks: 
A l l  Ages 
25-29 
30-34 
3 5-39 
40-44 
45-49 
50-54 
55-59 

A l l  
w. 

1 17,927 
19.470 
22.079 
20.684 
18,648 
15.05 1 
I 1.774 
10,22 1 

2 1,794 
4,913 
4.685 
3 ,844 
3,143 
2.135 
I .663 
1.41 1 

13,568 
2.8 16 
2,839 
2,380 
, 9 4 6  
1,459 
1.209 

919 

Less than 
9 Yc- 

2.7 13 
24 0 
26 1 
275 
355 
4 13 
492 
677 

3.542 
266 
3 22 
446 
608 
627 
598 
675 

507 
32 
3 0 
39 
5 5 
74 

115 
1 62 

Some Bachelor's Post- 
c u  D i ~ c r c ~  G m  

Noic; Data a r c  f rom the 1990 C e n s u s  5 percent microdata iiles. T h e  sample includes L!.S.-born men aged 25-59 who worked  dur inc  
1931. N o t  evc ryonc  in  ihe educational category " 12 ycars" liaa a hieh school  diploma. 






