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EXECUTIVE SUMMARY

Mexican immigrants and persons of Mexican descent constitute an important and rapidly
growing segment of California’s labor force (18 percent in 1990, up from 13 percent in 1980). They are
also among the most economically disadvantaged workers in California:  in 1989, Mexican-origin
houscholds earned on average 33 percent less than non-Hispanic white households, 30 percent less than
Asian houscholds, and 6 percent less than black houscholds.

Disagreement persists over the prospects for Mexican Americans joining the cconomic
mainstream of American society. Chavez (1991) claims that the large inflows of recent immigrants from
Mexico create a deceptively pessimistic picture of Mexican-origin workers in the U.S, labor market, and
that U.S.-born, English-spcaking Mexican Americans have enjoyed rapid progress over the last couple of
decades and are approaching the labor market status of non-Hispanic whites. According to Chavez,
Mexican Americans are climbing the cconomic ladder across gencrations in the same way that carlier
waves of white immigrants from Europe did. In contrast, Chapa (1990) secs little evidence that Mexican
Americans arc making steady progress toward economic parity with Anglos, and he worries about the
cmergence of a Chicano underclass with many of the same problems faced by inner-city blacks.

Using national Currcnt Population Survey data from November 1979 and 1989 and Census data
from 1990 for California and Texas, [ shed light on this debate by analyzing in detail the wage structure
and relative carning power of UJ.S.-born Mexican-American men. [ address the following questions:

1. Is there any evidence of cconomic progress across generations of Mexican Americans (i.e., as
we compare first-genceration Mexican immigrants with the sccond-gencration children of immigrants and
the third-gencration grandchildren of immigrants)?

2. What are the underlying reasons for the relatively low wages carned by Mexican-American
workers? In particular, to what extent are their carnings depressed by low levels of observable skill
measures such as cducation and English language proficicncy, and to what extent does the wage
disadvantage arisc because Mexican Americans receive lower labor market rewards for their skills?

3. Did Mexican Americans gain or lose ground rclative to non-Hispanic whites during the
1980s? How have recent shifts in the wage structure——especially the increased labor market return to
cducation and widening camings inequality—affected Mexican-American workers?

In studying these questions. I focus on the experiences of U.S.-borm men, in order to avoid
complications arising from the sclective labor force participation of women and the unique problems of

labor market adjustment confronted by immigrants. [ also focus the analysis on hourly camings, because

previous rescarch indicates that the income disadvantage suffered by Mexican-origin houscholds stems




primarily from low wages rather than from below-average rates of labor force participation or above-
average rates of unemployment.

Similar research on Hispanic and Mexican-origin workers has l:;ecn conducted in the past,
although there is relatively little compared to the voluminous literature on the cconomic standing of
blacks. My analysis distinguishes itself in several ways. First, using special Current Population Survey
data, I examince the wage structure of third- and higher-generation Mexican Americans, a population
composed of the grandchildren and later descendants of Mexican immigrants to the United States. In
this way, [ hope to isolate a group of Hispanic workers that has had ample time to adapt 1o the U.S. labor
market. Sccond, the availability of recent data allows me to track changes over the 1980s, a particulariy
turbulent decade for minoritics and other groups with substantial proportions of low-skill workers,
Finally, using 1990 Census data. | conduclt separate analyses for California and Texas, the two states thal

are home to the vast majority of Mexican-American workers.

Main Findings

The main empirical findings are as follows:

1. In November 1989, about 83 percent of Mexican-American men aged 25-61 held jobs, an
emplovment rate squarcly between the cérresponding rates of 78 percent for blacks and 90 percent for
non-Hispanic whites.  Although over the 1980s the employment sitzation of Mexican Americans
deteriorated somewhat relative to whites, even at the end of the decade employvment differences between
Mexican-American and white workers were small compared to wage differences.

2. In overall comparisons with other groups, the average hourly ecarnings of Mexican-origin
workers are depressed by the large proportion of very-low-paid immigrants, but even U.S.-bom Mexican
Americans are at a substantial wage disadvantage. In [989, Mexican-American men in Califernia
averaged 25 percent Jower wages than white men, about the same wage deficit suffered by blacks.
Minority wage gaps wcre even larger in Texas.

3. Minority wage deficits widened during the 1980s, particularly for Mexican Americans.
Among third- and higher-gencration weorkers throughout the United States, the wape gap between
Mexican-American and white meon grew by 8 percentapge peints (from 14 percent to 22 percent), whereas
the black-white differentigl rose by 4 percentage points (from 20 to 24 percent). These changes partly
reflect the fact that earnings incquality and the labor market returns te various dimensions of worker skill
were increasing over this period, but most of the decline in the relative wages of Mexican-American and

black workers is attributable 1o minorities” losing ground to low-skill, low-wage whites.
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4, Mexican Americans possess disturbingly low levels of human capital, In 1989, U.S.-born
Mexican Americans averaged a year and a half [ess education than whites and a third of a year less than
blacks. Compared to whites in cither California or Texas, Mexican Americans are more than three times
as likely to not finish 12 years of schooling and less than a third as likely to obtain a bachelor’s degree.
Furthermorce, even among men bom and presumably educated in the United States. substantial numbers
of Mexican Americans lack fluency in English. In California, 10 percent of Mexican-American workers
report that they speak English less than very well, and the incidence of English deficiency is more than
twice as high in Texas. English proficiency is higher for younger cohorts of Mexican-American workers,
which suggests that language skills are improving over time. The data provide no indication, however,
that the cducation distribution of Mexican Americans is converging with that of whites—a situation that
stands in stark contrast to the more encouraging cducational trend of blacks. e

5. Mexican-American workers carn 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 of their wage deficit is attributable to their
relative youth, their English language deficiencies, and especially their lower educational attainment. By
itself, insufficient schooling accounts for almost half the wage gap. By contrast, these same human
capital variables explain only about a third of 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 of Mexican Americans are virtually
indistinguishable from those of non-Hispanic white ethnic groups such as Germans, [talians, Swedes, and
the French, whercas the average carnings of blacks remain conspicuously low,

What are the implications of these findings for public policy? First, it should be emphasized that
these results do mor imply that laws prohibiting employment and wage discrimination against Mexican
Americans are unnecessary or irrclevant. Instead, the results suggest only that, given the existing level
of enforcement of labor market antidiscrimination laws, increased vigilance tn this arca is likely to
benefit Mexican Americans less than blacks, because differences in the wage structure and retums to
skill are currently much smaller between Mexican Americans and whites than between blacks and
whites. It may well be that the prevailing legal framework plays an important role in maintaining the
structural labor market similarities of Mexican Americans and whites.

My analysis indicates that the key to improving the ¢conomic status of Mexican Americans lies
in raising education levels. That more and better schooling would help any group has the ring of a
truism, especially in these times of increasing demand for skilled workers. But to a much larger extent

than for blacks, educational improvements are crucial to the camings progress of Mexican Americans,
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both because their schooling levels continue to lag behind virtually all other groups in American society,
and because U.S.-born Mexican Americans ¢arn a relatively high returm on educational investments.

especially in California. Finding a way 1o somchow eliminate the cducational disadvantage of Mexican

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







INTRODUCTION

Mexican immigrants and persons of Mexican descent constitute an important and rapidly
growing segment of California’s labor force (18 percent in 1990, up from 13 percent in 1980). They are
also among the most ¢conomically disadvantaged workers in California:  in 1989, Mexican-origin
houscholds camed on average 33 percent less than non-Hispanic white houscholds, 30 percent less than
Asian houscholds, and 6 percent less than black houscholds.'

Disagreement persists over the prospects for Mexican Amertcans joining the economic
mainstream of American society. Chavez (1991) claims that the large inflows of recent immigrants
from Mexico create a deceptively pessimistic picture of Mexican-origin workers in the U.S. labor
market, and that U.S.-born, English-speaking Mexican Americans have enjoyed rapid progress over the
last couple of decades and are approaching the labor market status of non-Hispanic whites. According 1o
Chavez, Mexican Americans are chimbing the economic ladder across generations in the same way that
earlier waves of white immigrants from Europe did. In contrast. Chapa (1990) secs little ¢vidence that
Mextican Americans are making steady progress toward cconomic parity with Anglos, and he worries
that a Chicano underclass could emerge with many of the same problems faced by inner-city blacks.

In this report. | shed light on this debate by analyzing the hourly earnings of Mexican-American
men using dala from the 1979 and 1989 Current Population Survey and the [990 Census. [ address the
following questions:

1. Is there any evidence of economic progress across generations of Mexican Americans (i.c.. as
we compare first-generation Mexican immigrants with the second-generation children of immigrants and
the third-generation grandchiidren of immigrants)?

2. What are the underlving reasons for the relatively low wages earned by Mexican-American
workers? In particular. 1o what extent are their carnings depressed by low levels of observable skill
measures such as education and English language proficiency. and to what cextent does the wage
disadvantage arise because Mexican Americans receive lower labor market rewards for their skills?

3. Did Mexican Americans gain or lose ground relative to non-Hispanic whites during the
198057 How have recent shifts in the wage structure—especially the increasced labor market return to
education and widening earnings inceguality—affected Mexican-American workers?

In studving these gquestions. ! focus on the cxperiences of U.S.-born men in order to avoid

complications arising from the selective labor force participation of women and the unigque problems of

" The stahistes cited o this paragraph derve from published tabolations of 1990 Census dala (LULS Burcau of the
Census 1693




labor market adjustment confronted by immigrants. [ also focus the analysis on hourly earnings, because
previous rescarch indicates that the tncome disadvantage suffered by Mexican-origin houscholds stems
primarily from low wages rather than from below-average rates of labor force participation or above-
average rates of unemployment (Abowd and Killingsworth 1984; Borjas 1984; Reimers 1984; Bean and
Tienda 1987). This is onec important way in which tabor market outcomes differ for Mexican Americans
and blacks; other differences arc highlighted throughout the report.

Similar research on Hispanic and Mexican-origin workers has been conducted in the past (e.g..
Chiswick 1977a; McManus, Gould, and Welch 1983; Reimers 1983 Borjas 1984; Grenier 1984; Bean
and Tienda 1987 DcFreitas 1991; Smith [99]1), although there is relatively little compared to the
voluminous titerature on the economic standing of blacks. My analysis distinguishes itself in several
ways, First. using special Current Population Survey data, I examine the wage structure of third- and
higher-generation  Mexican Americans, a  population composed of the grandchildren and later
descendants of Mexican immigrants to the United States. In this way, [ hope to isolate a group of
Hispanic workers that has had ample time to adapt to the U.S. Jabor market. Second, the availability of
recent data allows me to track changes over the 1980s, a particularly turbulent decade for minorities and
other groups with subswantial proportions of lows=skill workers. Finally, using 1990 Census data, |
conduct separate analyses for California and Texas, the two states that are home te the vast majority of

. . 2
Mexican-American workers,

ANALYSIS OF CURRENT POPULATION SURVEY DATA

The Current Population Survey (CPS) is the monthly survey of about 60,000 houscholds
nationwide that the government uses to calculate unemployment rates and other important labor market
statistics. In this section, I analyze individual-level CPS data from November 1979 and November 1989,
In addition to the demoegraphic and labor force information routinely collected in the CPS, these months
included supplemental questions about country of birth for the respondent and his parents, and about the
respondent’s ability to speak English. As a result, these surveys provide the best available data for
studying the labor market attainments of third- and higher-generation Mexican Americans and for
making comparisons among Muexiean-origin workers of different generations.

Other large, nationally representative data sources lack at least one key picce of information, For

example, microdata from the decennial Censuses of 1940 through 1970 identify parents’ birthplace, but

? Recent work by Reimers (1994, 1993) also focuscs on the labor marketl expericnces of Mexican Americans in
California and Texas,




no direct measure of Mexican cthnicity is available for U.S. natives with U.S.-born parents.” Starting in
1980, the Census added the Spanish origin question currently used to identify people of Mcexican descent.
but at the same time the guestions about parents’ birthplace were dropped.. Although the revised CPS
basic guestionnaire introduced in January 1994 now clicits the nativity of cach individual and his parents.
information on English l[anguage proficiency is absent. The 1976 Survey of Income and Education (SIE}
provides data similar to thosc analyzed here, but I prefer the November 1979 and 1989 CPS data because
they are more recent and allow for comparisons aeross time.
The Sample

I restrict the analysis to male wage and salary workers aged 18-61. Women arc exciuded to
minimize biases arising from selective labor force participation, and the sclf-emploved cannot be studied
because the basic monthly CPS collects no data on their income. Unlike the 1990 Census data analvzed
latcr in this report, the CPS samples include individuals from across the United States.

From the information on the nativity of each person and his parents, | define three generation

categorics. The first genceration consists of immigrants: foreign-born individuals whose parents were
also born outside the United States. The second generation denotes U.S.-born individuals who have at
least one foreign-born parent. The third generation identifies U.S. natives whose parents are also U.S.-
born.* I exclude from the sample the small number of foreign-born individuals who have at least one
U.S.-born parent. Also exclueded are individuals for whom gencration cannot be determined because of
missing birthplace dara for themselves or either parent.

Using the information on race and Spanish origin, | define three mutually exclusive ethnic
groups: non-Hispanic whites. non-Hispanic blacks. and Mexicans. | exclude individuals from other race
and Spanish-origin groups. Because of small sample sizes. [ also exclude first- and second-genceration
blacks. As a result, the final sample includes seven groups defined according 10 ethnicity and generation
(three gencerations cach of whites and Mexicans, plus third-generation blacks).

Each imonth, the CPS colleets carnings data only for the quarter of the respondents swhe are in

oulgzoing rotation groups. For the remainder of the sample, 1 merged carnings information from the CPS

‘One version of the long farm of the 1970 Census intraduced a Spanish arigin question similar to 1hat ineluded 1n iater
censuses, hut housceholds asked this gquestion were not asked about parents’ birthplace. Several researchers, including Chissvich
{1977a) and Chapa {19901 have aternpied to identify third- and higher-gencration Mexican Americans from 1970 Census datn
on respondent’s mirihplace. parenis” hirthplace, Spamish surname, and state of residence. but this approach gencrates considerable
error (sce Ferpandez 1977, wWiankleby and Rockhill 1992, und Appendix Table 3A | in DeFreitas 1991). Bean and Tiendu (1987,
chapler 2} proside an infermarive discussion of the various Census guestons that can be used to jidentify Thspanies and how
these questions have changed over bme

*Theretore, strictls speaking. the group | will refer o as the third gencration actuails includes the third and all hgher-

order generationx




outgoing rotation group files with the November CPS data. In this way, I obtained earnings data for just
under 90 percent of the workers for whom such data are unavailable in the November surveys.’

The data on usual weekly camings arc top-coded at $999 in the 1979 CPS and $1.,923 in the 1989
CPS. According to the GNP deflator for personal consumption expenditure, the price level rose by 63
percent between November 1979 and November 1989, Therefore, in order to impose the same top-code
(in rcal dollars) across years, [ lower the weckly camings ceiling in the 1989 data 10 $1,625 (5999
inflated from [979 to 1989 dollars). Hourly carnings arc then computed as the ratio of usual weekly
carnings to usual weekly hours of work, Fer 1979, workers with computed hourly wages below 31 or
above $100 are considered outliers and are excluded. For 1989, corresponding wage thresholds of $1.63
and $163 are applicd so as to be consistent in real terms.”
Basic Patterns

Table | reports summary statistics, by cthnicity and generation, for the key variables in my
analysis. Sample averages from the 1979 data occupy the top panel of the table and the 1989 averages
are presented in the bottom panel, with standard errors shown in pz‘xrentht.‘scs.7 Use of the CPS sampling
weights has little effect on the results, so only unweighted estimates are reported throughout this section.

Before turning 1o the hourly carnings data that arc the focus of my analysis, let us consider the
employment rates presented in the first row of each pancl. These numbers indicate the fraction of all
men aged 25-61 who held jobs during the CPS survey week ? Among U.S. natives (the second and third
generations), the employment rate of Mexican-origin men lies between those of blacks and whites. In

addition, the employment sttuation for Mexican Americans shows signs of weakening over the decade.

* The merged carnings data come from the three months immediately following the November surveys, The match
keys used 1o merge thexe data are rolation group, houschold identification number, person identification number (or line
number), houschold number (which indicates whether the houschald occupying a residential unit has changed), scx. race, and
ame. Buecause a birthday ¢an take place betwween survey months, ape is allowed 1o increase by up 0 one year without invalidating
a match. The CPS samples housing units rather than individuals or familics, s0 nonmatches typically occur when people change
residences belween survey daltes,

" Few observations are affected by camings top-coding or the deletion of wage outliers, so very similar results are
obtained whether the sample includes or excludes these workers. 1 alse obtain similar (though less precisc) estimartes when 1
exclude from the sample workers with merged carnings data.

’ Standard errors indicate the precision of estimates. Sampling erfor arises because eslimates are caleuluted using
sumples that represent only a small fraction of the underlying population. Generally speaking, estimates will be more precise the
larger the sample and the less variable the outcome being considered. 10 the only source of error is sampling ¢rror {ax opposed to
other types of error that impart systemnatic biax), then, for the averages reported in Table 1, the chances are about 95 percent that
the true ayerage ts within two standard errors (plus or minus) of its ¢stimate.

* Employment status is reported every month for cach CPS respondent, which climinates the necd to use merged dara
from the ecutgoing rotation group files. and therefore the employment rates are computed directly from the Novernber CP'S data.
Individuals younger than ape 25 are excluded from these calculations because they may still be in school. but similar patterns
cmerge when the 18-24 age group is included. Selt-employed workers remain in the sample used to compute cmployment rates,
but not in the sample used 10 analyze wages.
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Between 1979 and 1989, the cmployment rate fell by 1.4 percentage points for second-generation
Mexican Americans (from 83 percent to 83.6 percent) and by 4.4 percentage points for third-generation
Mexican Americans (from 87.6 percent to 83.2 percent), whereas the employment rate of U.S.-born
whites was stable (at around 90 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.”

Ewven in 1989, however, the employment rate of third-gencration Mexican Americans is only §
percent (7 percentage points) lower than that of third-gencration whites, and the same differential is
smaller among second-generation men.  As we shall see shortlv, wage differentials between white and
Mexican-American workers arc much larger than the corresponding employment differentials. Indeed,
Reimers’s (1984) analysis of the 1976 SIE data indicates that the low hourly c¢amings of heads of
Mexican-origin houscholds account for most of the income differential between white and Mexican-
origin families in the United States, In other words, Mexican-origin housceholds are poor primarily
because they earn low wages, not because they work less than other houscholds.'?

The rest of this section analyzes the hourly wages of Mexican-corigin workers using the sample
described above: male wage and salary workers aged [8-61 for whom earnings data could be obtained,
either directly from the November surveys or by merging information from outgoing rotation groups in
subsequent months.'" For these workers, Table 1 presents averages of hourly wages and three human
capital wvariables—oexperience, cducation, and English language proficiency—that are important
determinants of wages. Wages are measured in nominal dollars for cach year. Education represents
completed years of schooling, and potential labor market experience is computed as age minus education
minus 6. The November CPS questions on English proficiency are the same as those in the 1980 and
1960 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

lu [xy
.

responses of “very well,” “wel not well,” or “not at all.™ For the tabulations reported in Table 1,

® An estimate is said ta be “statistically significant™ when, given the magnitude and sampling error of the estimate, it is
unlikely 1hat the true value is zero. For example, if an estimate is statistically significant at the 5 percent level. then there is a 95
pereent chance that the true value is different rom zero. OUthe changes in employment rates just discussed, only that for hlacks
s statistically sipgnificant (at the | percent level), although the change for third-generation Mexicans is close (just missing at the
10 percent level).

" Altheugh my anulysis focuses on U.S.-born Mexican Americans, it is interesting to note the high employment rate of
immigrants [rom Mcexico. [n 1979, the employment rate of 89.7 percent for Mexican immigrants is very <lose to the rates for
whites ot”all three generations. The employment rate of Mexican immigrams declined a bit over the decade (to 87.8 percent in
1989), bul white immigrants experienced a very similar decline (from 89.7 percent in 1979 to 87.2 percent in 1989). For cither
immigrant group, the reduction in the employment rate fails 1o achicve statistical significance.

'"" The final sample contains 24,318 workers in 1979 and 23,606 in 1989, Sample sizes by ethnicity and generation are
rcported in Table 1




English monolinguals are presumed to speak English “very well” and are grouped together with
bilinguals who indicated the highest level of English proficiency.

Ovcerall, Mexican-origin workers are the Jowest-paid group. with average hourly earnings that
trail even those of blacks. In 1979, Mexican Americans carned 23 percent less than whites and 2 percent
less then blacks: by 1989, these same wage differentials had widened 10 deficits of 31 percent relative to
whites and 8 percent retative to blacks. For Mexican-origin workers, average wages are pulled down by
the presence of large numbers of immigrants with very low levels of education and camings.

The economic outlook is substantially better for U.S.-born Mexican Americans. In fact, after
tmmigrants are excluded from calculations, Mexican Amcricans now carn more than blacks. Among
third-generation workers in 1979, for example, the average hourly camings of $6.80 for Mexican
Americans are 14 percent below those of whites and 8 percent above those of blacks.  For third-
generation workers in 1989, the data imply a Mexican-American wage disadvantage relative 1o whites of
around 22 percent and an advantage relative to blacks of 3 percent. These comparisons highlight the
imponance of differentiating by nativity when analyzing labor market outcomes of Mexican-origin
workers.

The data in Table 1 strongly suggest that [ow tevels of human capital have much to do with the
relatively low wages carned by Mexican-American men. Educational atainment and English proficiency
are substantially higher for whites than for Mexican Americans, even amoeng U.S.-born workers. In both
1079 and 1989, third-gencration Mexican Americans average almost a vear and a half fess schooling than
whites. and in 1989 they also trail blacks by more than a third of a vear. Moreover. a significant fraction
of U.S.-born Mexican Amcericans lack fluency in English, an obstacle not faced by whites aor blacks.
Finallv. the relative vouth of the Mexican-origin work force. particulariy the third generation. alse
contributes 1o their low earnings.

Mexican-origin workers display marked wage growth between the first and second generations. a
phenomenon that is undoubtedly related to the substantial intergencrational improvements in human
capital that take place. In both vears. the hourly eamings of Mexican Americans increase by more than
35 perecent between the first rwo generations, and this is accompanied by dramatic progress across
generations in educational anainment and English proficieney. The much more modest gains in
schooling and English fluency that occur between the second and third gencrations do not appear 1o raise
the earnings of Mexican Americans any further. but the relative youth of third-gencration workers max

be masking whatever wage growth exists.  Regressions that contro! for labor market experience will

resolve this issue: they are reported below.




White men widened their wage advantage during the 1980s, especially relative te Mexican

Americans,  Among third-gencration workers, the wage gap between Mexican Americans and whites

grew by 8 percentage points (from 14 percent to 22 percent), whercas the black-white differential rose by
4 percentage points (from 20 percent to 24 percent). These changes partly reflect the fact that earnings
incquality and the labor market returns to various dimensions of worker skill were increasing over this
pertod (Murphy and Welch 1992; Juhn, Murphy, and Picrce 1993). As a result, relatively unskilled
groups, such as Mexican Americans and blacks, that typically occupy places in the bottom half of the
wage distribution fell further behind more skilled groups such as whites. "

More importantly. howevcer, the rypical Mexican-American and black worker slipped lower in
the white wage distribution during the 1980s. Among third-generation men, in 1979 the median (or 530th
percentile) Mexican-American worker carned about as much as workers occupying the 37th percentile of
the white wage distribution. By 1989, the median Mexican American had slid to the 34th percentile of
the white wage distribution.  Over the same decade. the median black worker fell from the 3l1st
percentile to the 29th percentile of the white wage distribution. Percentage wage differcntials between
the median white worker and whites in the 31st-37th percentiles rose only slightly between [979 and
1989. Therefore, most of the decline in the relative wages of the median Mexican-American and black
workers is attributable to minorities” losing ground wirhain the white wage distribution, rather than to the
increased inequality of the white distribution.

Finally, note that because the cost of living (as measured by the GNP price deflator) rose by 63
percent between November 1979 and November 1989, the nominal wages reported in Table 1 would
have to grow by more than this percentage to indicate growth in real wages. Only first- and second-
gencration whites (with nominal wage growth of 72 percent and 66 percent, respectively) enjoyed such
rcal-wage growth over the 1980s for the average worker. Though the 59 percent wage growth
experienced by third-generation whites fell somewhat short of inflation, nominal wages still increased at
a much higher rate for these workers than for Mexican-American or black workers, This fact is reflected
in the widening of minority wage gaps during the decade,

Wape Regressions

Tablc 2 presents wage regressions, estimated by least squares, that successively add explanatory
variables.  The dependent variable is the natural logarithm of hourly earnings, . so the cestimated
cocfficients represent approximate percentage cffects. These regressions allow intercepts to differ across

cthnicity/generation groups (with third-generation whites as the reference group). but other cocfficients

'* Round and Freeman (1992) provide a detailed analysis of the relative wape crosion suffered by blacks.
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are restricted to be the same for all groups. In the first regression specification {column | for cach vear),
the only additional variables are dummies identifying the month in which the carnings data were
collected (November, December, January, or February)., The month dummies have almost no effect on
the results. and so the first specification essentially reproduces average log wape differences across
cthnicity/gencration groups.

The second regression specification in Table 2 adds a vector of geographic variables in order to
control for regional wvariation in the cost-of-living and labor market conditions. These geographic
contrels include indicators for metropolitan status (central city, ¢lsewhere in an MSA, not in an MSA,
and metropolitan status not identified), indicators for the nine Census divistons, and indicators for the
states of California and Texas. Separate dummies for California and Texas are necessary becausc the
Mexican-American population is heaviis concentrated in these states. Tabulations reveal that in my
sample, over two-thirds of U.S.-born Mexicans and an even larger share of Mexican immigrants reside in
these two states.

Because Mexican-origin workers tend to live in high-wage arcas, controlling for geopraphic
location amplifies wage differentiails between Mexicans and third-generation whites. At the same time,
including the geographic variables generally narrows wage differences among first-, second-. and third-
generation whites.

The third regression specification adds potential experience and its squarc as independent
variables. These regressions account for intergroup variation in both the gceographic and age
distributions of the work force, and therefore the cthnicity/generation coefficients from this specification

.

provide useful “bascline” estimates of wage differences across groups. Conceptually, such estimates
represent wage differentials between workers of the same age who live in the same place.

For whites, the results of the third specification indicate that average hourly earnings arc quite
similar across generations. The small wage advantage observed for the sccond gencration relative to the
third gencration (4 percent in 1979 and 6 percent in 1989) closely resembles what Chiswick (1977b) and
Carliner (1980) found in 1970 Census data. Note that the much larger wage differential favoring second-
generation whites in the first specification (13 percent in 1979 and 16 percent in 1989) arises primarily
because these workers are considerably older (see Table 1) and tend te live in high-wage regions. For
the same reasons. the wage advantage of first-generation over third-generation whites disappears as we
move from the first to the third specifications in Table 2,

For Mexican Americans and blacks, the third specification reveals sizable hourly carnings

deficits relative to whites, In 1979, Mexican immigrants carned 60 percent less than third-gencration
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whites, but the corresponding wage gaps for U.S.-born Mexicans and blacks are much smaller, on the
order of 20 percent. After the effects of geographic location and experience are accounted for, minority
wage differentials widened only shightly between 1979 and 1989, with the notable exception of third-
generation Mexican Americans, for whom the wage disadvantage increased by 40 percent (from 18
percent to 235 percent) over the decade.

The fourth regression specification adds education as an explanatory variable, and this produces
markedly smalier hourly carnings differcntials, especially for Mexican Americans.  The wage gaps
(relative to third-genceration whites) of U.S.-born Mexican Americans are now only about half as largc-as
those of blacks. Moreover, the wage gaps for Mexican Americans have become fairly modest in size: 7
percent in 1979 and 11 percent in 1989 for third-gencration workers, with even narrower differentials for
the second generation. Finally, notice that these CPS samples reproduce the steep climb in the return to
ceducation over the 1980s that has been documented in numerous studies (e.g.. Murphy and Welch 1992).
The regressions reported in the fourth column for both years imply that the carnings premium associated
with an additional vear of schooling rose by more than a third between 1979 and 1989, from 3.7 percent
to 7.7 pereent.

The fifth and final regression specification in Table 2 adds the wvector of dummy variabics
indicating English language proficiency, with English monolinguals—presumably the most proficient
group—as the reference category. These language variables show the expected patiern of more negative
cocefficients for dummics representing lower levels of proficiency in speaking English.“'ﬂ‘ Wage penaltics
for English deficiencics stiffened over the 1980s. at least for those who speak some minimal amount of
Englisti. Refative 1o English monolinguals. speaking no English at all depressed wages by ahouwt™ 19
percent in both 1979 and 1989, but the penaliv for speaking English poorly rose from 10 to 17 percent
over the decade. This increase in the labor market reward for English proficicney may be vel another
manifestation of the rising skill returns observed during the 1980s (Jubn, Murphy, and Picree 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
Amecricans. The cumulative cffect of controlling for geographic location, expertence, education. and

English language proficiency is te almost climipate wage differences between U.S.-born Mexican

T e e . . X
' The cocfficients on the English proficiencs dummics probably represent more than simply the value 1o L%

employers of having workers who ¢an cormmunicate in the dominant language These coctficienis may also caprure
diserimination against workers with forcign accents (Davila. Bobara. and Sacnz 1993, aninterpretanon especially relevant to the
wage difterentual between workers who speak onty Lnglish and those bihnguals who speak English “vers well 7 Among LS -

born workers, these coeflicients may rellect coemiive alibiy or schdol quality. since these who amtended LS, schools and (ailed
L acquire flucncs an Enghish are Tikely 1o have encouniered unusual cireumsiances
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Americans and third-generation whites:  only the 1989 wage gap of 7 percent for third-generation
Mexican Americans remains statistically significant. Black-white wage gaps, however, are still large (16
percent in 1979 and 19 percent in [989) and significant.  Owerall, the geographic and human capital
variables added between the first and fitth specifications have reduced the Mexican-American—white
wage differential for third-generation workers by over 70 percent in each wvear, whereas the
corresponding black-white differential falls by less than 30 percent. A similar analysis suggests that
obscrvable variables gencrally account for an even larger portion of the wage gaps for first- and second-
generation Mexican Americans than they do for third-generation Mexican Americans. Morcover, these
patterns become still more prominent if we instecad compare wage differentials between the third (or
bascline) and fifth specifications.

Group-Specific Returns to Experience and Education

The regressions in Table 2 are informative and easy to interpret, but they are also quite
restrictive in that they constrain the wage structure to be the same, except for intercept differences,
across ethnicity and gencration groups. Table 3 presents the results of ¢stimating group-specific returns
to experience and education. A single regression is estimated for each year that gencralizes the fifth
specification from Table 2 by allowing the experience and education coefficicents to vary by cthnicity and
generation.' To facilitate interpretation of the quadratic in experience, Table 3 also reports the implied
curmulative returns to the first 10 and 20 years of experience.

From an c¢conomic perspective, intergenerational differences in the estimated returns make
sense. For both whites and Mexican Amcericans, returns to experience and education are generally much
higher for U.S. natives than for immigrants, These results are well known and usually interpreted as
cvidence that the human capital immigrants acquire in their home country—schooling, job training, and
work experience—transfers imperfectly to the U.S. [abor market (Chiswick 1978). The exceptions o
this pattern oceur for Mexican Americans in 1979, when the wage premiums associated with experience
and education are very low for second-generation workers and immigrants display the steepest age-
carnings profile. Among whites, the return to schooling is essentially the same for second- and third-

gencration workers, but the analogous comparison tor Mexican Amertcans reveals that the third

" The coefficients of the geographic and English proficicncy variables are still constrained to be the same for all
groups. The regional concentration of Mexican-origin workers and the fact that very few .5 -bom whites and blacks speak a
language other than English make it impossible to estimate group-specific coefficients for these otber variables with any
precision. To save space, the csiimated coefficients of the English proficiency dummies are not reported in Table 3. They
display the sume pattern as in Table 2, but the wage penalties associated with severe language deficicncies are now substantially
larger. For cxample, the coefYicients for speaking English poorly become -.198 in 1979 and -.294 in 1989, and the coefficients
tor not speaking English al all are -.3091n 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 up the analytical value of 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
experience that are moderately higher for whites in 1979 and slightly higher for Mexican Americans in
1989. Indeed. the 1979 data do not come close to rejecting the joint hypothesis that the wage structure
(including the intercept) is the same for third-generation whites and Mexican Americans, and thel1989
dara do not reject joint equality of the experience and education coefficients but do reject when intercepts
arc considered as well. Although black men carn the same return to education as third-generation whites
and Mcxican Americans, they receive a much lower return to experience, and as a result the black wage
structure is significantly different in both years from that of whites and Mexicans.

Decomposition of Wage Differentials

Well-known techniques exist for decomposing the wage differential between two groups of
workers into portions attributable to differences in average characteristics of the groups and portions
attributable to intergroup differences in labor market returns to these characteristics (Blinder 1973,
Oaxaca 1973). Table 4 presents such decompositions of the white-Mexican American and white-black
wage differentals for third-generation men. These decompositions are based on the regression results
reported in Table 3. The first row of Table 4 displays the relevant average log wage differences for each
year. The remaining rows break down the total differentials inte components representing the impact of

average differences in particular characteristics and the impact of differences in the estimated returns to
1

h

these characteristics.,

The decompositions reveal striking differences between Mexican Americans and blacks in the
portion of their respective hourly eamings deficits (relative to whites) that can be attributed to lower
stocks o[ human capital. For third-generation Mexican Americans, more than three-quarters of the wage
gap in cach vear is accounted for by observable characteristics, whercas the same characteristics explain
less than a third of the white-black differential. Relatively low levels of educational attainment are an

important factor depressing carnings for both Mexican Americans and blacks, but Mexican Americans

" The wage decompositions reported in Table 4 use the white regression coufficients to weight the differences in
average characteristios. bul weighting instead by the minerity coctficients produces very similar results. Because the regressions
resinict the coetficients of the geographic and English proficiency variables o be the same across groups, these variables
contribute only 1o the portion of wage differentials arising from differences in characteristics.  [n Table 4, the month dummies
are grouped together with the geegraphic variables.
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Table 4
Decomposition of Log Wage Differences Between Third-Generation Men, 1979 and 1989 CPS

White-Mexican American White-Black
1979 1989 1979 1989
Tota! Log Wage Differential 152 250 225 272

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

Experience 23% 21% -11% -1%%
Education 55% 44% 38% 29%
English Language Proficiency 25% 20% 0% 0%
Guegraphic Location =22% -8% 4% 2%
Total Auributable to Differing 81% T7% 31% 30%

Characreristics

Pereentage of Total Log Wage Differential Auributable
w Differences in Coefficients:

Intercept 5% 47% 16% 36%
Expericnce 26% -20% 56% 32%
Education =13% =4%, 4% 1%
Towal Attributable to Differing 18% 23% 68% 69%

Cocfficients

Note: These decompositions use the regression estimates reported in Table 3




are also hurt by English language deficiencies. The other characteristic contributing to the low wages of
Mexican-American workers—thetr youthfulness—is not by itself a cause for concern, because wage
growth over their careers appears to be similar to that of whites, For blacks, however, slow wage growth
over the life cyele is the single most important factor generating their relative wage disadvantage. and
this is a cause {or genuine concern,
Wage Differences Among White Ethnic Groups

The regressions reported in Tables 2 and 3 indicate that hourly earnings differences between
third-generation Mexican American and white men shrink dramatically when we control for a few
observable determinants of carnings. This contrasts sharply with the situation of blacks, for whom large
wage gaps remain even after differences in human capital are accounted for. But without a meaningful
standard of comparison, it is difficult to gauge precisely the size and importance of these wage
diffcrentials.  In this subsection [ use hourly carnings differences among white ethnic groups as a
rcievant metric for assessing the significance of minority wage gaps.

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

" Table 5 reports the cocfficients of selected cthnicity

those asked in the 1980 and 1990 censuses.
dummy variables from log wage regressions for third-generation men in the 1979 CPS sample. Mexican
Americans and blacks are identified as before from information on race and Spanish origin, with the
ancestry data used o define cthnicity only for whites.'” Not reported but included in the regressions are
dummy variables representing whites from less populous ethnic groups, whites whose multiple ancestry
responses were coded by the Census Burcau into combination ancestry groups, and whites with missing
ancestry data.

In terms of control wvariables, the five columns of Table 5 correspond to the five regression
specifications used in Table 2. The reported cthnic coefficients represent hourly carmmings differences
relative 10 whites of English ancestry. Results from the first three regressions presented in Table 5
indicate that, among third-generation male workers, Mexican Americans and blacks carn substantially
less than any of the white cthnic groups, ¢ven after differences in geographie location and age arc
accounted for. However, adjusting for educational attainment (column 4) reduces the wage gap much
more for Mexican Americans than for blacks, and adding controls for English proticiency (column 5)

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

Y See Neidert and Farley (1985%) and Licberson and Waters (1988, pp. 19-21) for detailed discussions of the 1979 CPS
ancuestry data.

"7 Whites who report multiple ancestrics are classified hy their first response.
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: Table 5
Hourly Earnings Regressions for Third-Generation Men, 1979 CPS

Regressor (1) (2) {3 (4} (5)
Mexican American -.181 -.233 -.196 -.064 - 018
(.028) (.028) (.026) (.025) (.028)
Black -.254 -.243 -.244 -.149 -.i49
(.014) (.013) (013 (.013) (.013)
White Ethnic Groups: .
Canadian -.074 -.063 -.006 040 044
{.051) (.030) (.046) (.043) {.043)
Czech 034 016 077 06! 064
(.047) (.046) (.043) (.041) (.041)
Danish -.037 -.062 -.039 -.034 -.034
(.043) (.042) (.039) (.037) (.037)
Dutch -.040 -.051 -.043 -016 -017
(.023) (.025) (.023) (.022) (022
Engiish (reference group)
French -.062 -.029 -.032 004 007
(.019) (.019) (.01 (.018) (.016)
German -.007 -.019 -.006 RN 011
(.012) (.012) (.01 (011 (.010)
Hungarian .000 -.027 022 040 040
(.055) (.054) (.050 (.047) (.047)
Irish -.031 -.028 -.019 007 007
(.014) (.014) (.012) (012 (.012)
[talian -.063 -.073 -.010 022 028
(.021) (.021) (.019) (.018) (.0.2:
Norwegian -.026 -.027 -.009 011 Ol
(.027) (.027) (.023) (.023) (.023)
Polish 0l8 -.010 032 051 053
(.023) (.023) (.0Z21) .02 (.020)
Russian 103 061 139 Q88 089
(.036) (.035) {(.033) (031 (.031)
Scottish .047 037 032 006 006
(.01 .018) (017 {.016) {(.016)
Swedish -.023 -~ 038 -.024 -.022 -.021
.02 (.027) (.025) (.023) (.023)
Swiss -.071 -.083 -.037 -.050 -.050
(.054) (.053) (.049) (.046) (.0406)
Welsh 096 063 057 041 041
(.036) (.036) {(.033) (.03 1) (030

{continued next page)
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Additional Regressors

CPS Survey
Month
Dummices

029

Table 5 (cont'd)

Add to
Column (1)
Regressors:
Geographic
Controls

072

Add to
Column (2)
Regressors:
Quadratic

in Expericence

Add to
Column (3)
Regressors:
Education

Add to
Column (4)
Regressors:
English
Proficiency
Dummies

Note: Dependent variable is the nataral logarithm of hourly carnings, where hourly carnings are computed as the ratio of usual
woekly carmings o usual weekly hours of work. Standard errors are in parentheses, Data are from the November 1979 CPS
tape. The sample includes third-gencration male wage and salary workers aged 18-61 for whom carnines data are available. The
sample size s 20,950, Not reported above but included in the regressions are dummy variables representing whites from less
populous ethnic groups, whites whose multiple ancestry responses were coded by the Census Burcau into combination ancestry
groups, and whites with missing anccstry data. Sec Table 2 for a description of the "additional regressors” listed above.
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highesi-paid white ancestiry groups (Russians and Poles). In contrast. the sizable wage disadvantage
suffered by blacks is largely unrelated to obscrvable human capital measures. After adjustment for skill
differences, the average wages of Mexican Amcricans lie near the middle of the rather tight distribution
of mean wages across white cthnic groups. whereas the very low average earnings of blacks remain a

canspicuous outlier.

ANALYSIS OF CENSUS DATA

in this section, I present an analysis of 1990 Census data that complements the analysis of CPS
data reported in the preceding section. The Census 5 percent microdata files provide information on |
out of evers 20 people living in the United States on April 1. 1990, The primary advantage of Census
data is that the huge sample sizes permit detailed analyses of geographic and demographic subgroups. In
particular. | will confine attention to California and Texas. because these states are home 1o the vast
majority of the Mexican-origin population in the United States. Within each state. much of the analysis
will be performed separately for groups of workers defined according to age and education, Unlike the
November 1979 and 1989 CPS., the 1990 Census provides no information on parents” birthplace, so it is
impassible to distinguish the second gencration from higher generations of U.S.-born workers.
The Sample

Te concentrate on workers with a strong attachment to the labor force, I limit the sample to non-
institutionalized mcn berween the ages of 25 and 39 who sworked during 1989, which s the wvear that
Census income data pertain 1o, Because ] wish to focus on the experiences of U.S.-born Mexican
Americans. foreign-born individuals are excluded.  As before, | restrict the analvsis 1o three ethnic
groups: non-Hispanic whites. non-Hispanic blacks. and persons of Mexican descent. Of primary interest
arc the California data, but for purposcs of comparison | provide a parallel analysis of Texas workers.

| define annual carnings as the sum of wage and salary income and self-emplovment income for
1989, and annual hours of work are the product of weeks worked and usual weekly hours of work during
1989.'"% Hourly carnings arc computed as the ratio of annual earnings to annua! hours of work. Workers
with computed hourty wages below $1.66 or above $332 arc considered outliers and are excluded.™

Only a tiny percentage of observations are excluded in this way, and rewaining wage outliers in the

™ The Census aincome data are 1op-coded, and tecause self-employment ineome can be negabive. these data are hottom-
coded as well 1 oretain top- and bontom-coded observanons in the sample. but excluding therm has lintde efiect on the results
Likewise, encduding observabons with imputed ircome data producces sumilar resalts
These thresholds were chosen 1o he the same m oreal terms as thresholds of 81 and 8200 00 1979, given the 66
percent rise 1 the prace level hetween 1979 and 1989 (as measured by the GNP price deflavary, | eventually aatend wo perform a
comparable analssis of 1980 Census duta
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sample leads to very similar results.

Although the age range of the Census sample (25-59) is slightly more restrictive than that of the
CPS sample analyzed above (18-61). in scveral other respects the Census sample is more inclusive.
Unlike the CPS sample, the Census sample includes military personnel, non-institutionalized group
guarters members, and the s;t.':lf-cmploycd.zO In addition, the Census sample includes individuals who
held a job at any time during 1989, whereas CPS carnings data arc available only tor those employed
during the survey woeek,

The final Census sample includes 213,479 men in California and 153.289 in Texas, Appendix
Table A1 reports Census sample sizes by cthnicity, age, and education for California, and Table A2
provides the sume information for Texas.
Ethnic Differcnces in Human Capital

Before analyzing the wage data, [ 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 Texas.”' The first row of the table indicates that, among white Californians of all ages
(25-39) in the 1990 Census sample, 4.5 percent had completed less than 12 years of schooling, 22.4
purcent finished exactly 12 3.«.:ars,22 36.7 percent had attended college of some kind but not completed a

these education

[

bachelor’s degree, and 36.4 percent had earned at feast a bachelor’s degree. Becaus
categories are mutually exclusive and exhaustive, the percentages sum 1o 100 (except, in some cases,
because of rounding error). Other rows of the table report education distributions for five-year age
cohorts within each cthnic group and state.

These data reveal the strikingly low education levels of U.S.-born Mexican-Amecrican men,
Mexican Americans are heavily overrepresented among high school dropouts and significantly
underrepresented 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 are 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 tendeney of schooling levels to rise for younger age

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

"¢ These differences in sample composition do not appear w be important.  Excluding military personnel, group
quarters members, and the self-employced from the Census sample produces only very miner changes in the results.

! The 1990 Census is the first decenmal Census to provide sampling weights for microdata. These weights were used
in all of the Census caleutations and regressions reported here, but unweighted estimates are similar.

"% [n addition to high school graduates, the education category 12 years™ includex people who completed 12 years of
schooling but failed to carn a high =choal diploma, as well as people who obtained their high school degree by passing the Test
of General Educational Development (G.E.DL).
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cducation distribution of Mexican Americans has been converging with that of whites.

Comparisons with blacks are also very unfavorable for Mexican Americans: high school dropout
rates for Mexicans that are more than double those of blacks. In contrast to the disturbingly high dropout
rates thal continue to plague Mexican- American youth, black dropout rates fell so rapidly over time that
for the youngest age groups blacks now have lower dropout rates than whites in California and rates only
slightly higher than whites in Texas. In addition, blacks are considerably more likely than Mexican
Americans to carn college degrees, especially in California.

Table 6 also indicates that Californians are generally more cducated than Texans. High school
completion rates are much lower in Texas than in Californta, especially for minorities, with the end
result that almost a third of Mexican-American workers in Texas have less than 12 years of schooling.
At the same time, fewer Texans than Californians have bachelor’s degrees, particularly among blacks.

Using a format similar to the table on educational attainment, Table 7 presents information on
English language proficiency. The Census guestions on this topic are tdentical to the CPS questions
analyzed in the preceding section: persons indicating that they “speak a language other than English at
home™ are asked how well they speak English. In Table 7. persons who report that they speak English
“well,” “not well,” or not at all™ are aggregated into a single category representing those who speak
English “below very well.”

As expected in a sample of U.S.-born men, few white and black workers report any difficulty
speaking English. Over 95 percent of these workers are English monelinguals, and most bilinguals speak
English “very well,” leaving only about one percent of whites and blacks who speak English “below very
well,”™ The percentages vary little across five-ycar age cohorts for whites and blacks, so for these groups
I report only the distributions for all ages combined.

Not surprisingly, English proficiency is much lower tor Mexican-American men, and proficiency
varies across age cohorts and states. In California, 10 percent of Mexican-American workers indicate
that they speak English “below very well,” with the remaining 90 percent about evenly split between
those who speak only English and bilinguals who speak English “very welll”  Younger Mexican
Amecricans in California speak English better than their older counterparts, as the incidence of English
monolingualism falls with increasing age and the incidence of English deficiency rises with increasing
age,

Though the patterns by age cohort are similar in both states. the level of English proficiency
among Mexican Americans is much lower in Texas than in California. The incidence of English

deticiency is 23 percent for Mexican Americans in Texas, versus [0 percent in California: and only
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Table 7
Percentage Distribution of English Languape Proficiency, by Ethnicity and Age, 1990 Census

California Texas
Ability of Bilinguals Ability of Bilinguals
to Speak English 1o Spcak English
Speak Speak
Ethnicity/ Only Below Only Below
Age Group English Very Well Very Well English Very Well Vers Well
Whites:
All Ages 96.2 3.1 0.7 96.5 2.7 0.8
Blacks:
All Ages 95.6 3.5 0.9 96.2 2.7 1.1
Mexican
Americanss
All Ages 46.6 43.2 10.2 14.6 62.0 23.4
23-29 33.9 37.1 G.0 21.7 595 18.8
30-54 54.3 37.0 8.7 17.1 63.] 19.8
33-39 49.8 41.4 8.7 i3.1 65.5 21.4
40-44 43.4 43.7 10.9 11.4 63.8 24.8
45-49 37.1 51.7 11.2 8.0 62.1 29.9
50-54 26.3 59.9 13.9 9.1 39.6 313
33-3G 20.2 62.6 17.2 7.8 55.2 37.0

Note Daware trom the 1990 Censur 5 percent nucradata fies. The sample includes U 5 -borm men aged 23-3% who worked
during 1989 The catezory "helosw vers well” includes those swho speak English "wselll” "nocwelll” or "not at all 7 Samph -
weights are used o the caleulations




percent 13 percent of Mexican Americans in Texas are English monolinguals. versus 47 percent in
California.

To provide some indication of differences in the kinds of jobs held by white, Mexican-American,
and black workers, Table 8 presents occupation and industry distributions by ethntcity. For readability,
occupation and industry are defined at a fairly broad level., with 14 major occupation categoerics and 13
major industry categorics, The numbers in the table represent the percentage of workers in a given
cthnic group and state who are employed in a particular sector, For example, the number in the fourth
row and first column indicates that 12.6 percent of white Californians are employed in sales occupations.
in each column. the occupation purcentages sum to 100 percent and the industry percentages sum to 100
percent, except for rounding error.

Rulative to whites, Mexican Americans and blacks are seriously underrepresented in managerial
and professional occupations, which are the highest-paying occupation groups. In Calitornia, Mexican
Americans appear in these occupations even less frequently than blacks; in Texas, Mexican Americans
and blacks are about cqually underrepresented in the highest-paying occupation groups. [n both states,
Mexican Americans and blacks are overrepresented in many of the lowest-paying occupations, such as
“other scrvices” and the lcast-skilled blue-collar occupations (operators, transportation workers, and
laborers). U.S.-born Mexican-American male farmworkers, although overrepresented in farming relative
to whites and blacks, nevertheless make up only about 4 percent of the total male Mexican-American
workforce. This contrasts with the much higher percentage of Mexican immigrants are employed in
agriculture (about 15 percent in the November 1989 CPS data).

The Duncan segrepation index (Duncan and Duncan 1935) is a useful summary measure of the
extent to which tweo distributions differ.  In the current context, the Duncan index represents the
percentage of white workers (or minority workers) who would have 1o change occupations in order to
make the white and minerity occupation distributions identical. The index can range between 0 and [00
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 coarscly or finely
occupations are defined, with broad occupation groups such as those used here producing lower values of
the index,

For the California occupation distributions reported in Table 8, the Duncan indices are 27 for the
Mexican-Amcrican—white comparison and 25 for the black-white comparison, which indicates that
Mexican-American and black men cxperience similar levels of occupational segregation relative to

whites. In Texas, however, occupational segregation is considerably lower for Mexican Americans than
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for blacks (the Duncan indices are 25 and 32 respectively). Not surprisingly, the Mexican-American and
black occupation distributions are more similar to each other than to the white distributions., with
Mexican-American—black Duncan indices ot 16 for California and 14 for Texas.

The industry distributions presented in the bottom half of Table 8 are generally more similar
across cthnic groups than the occupation distributions just discussed. For Mexican-Amcrican—white
comparisons, the Duncan indices are 11 for California and 10 tor Texas, and the black-white indices are
15 for California and 11 for Texas. In fact, the minority industry distributions are more different from
cach other than froam the white distributions (Mexican-Amecerican—black Duncan indices of 20 for
California and 13 for Texas). Relative to whites, Mexican Americans are underrepresented (especially in
California) in the two highest-paying induostries, finance and professional scrvices. whereas blacks are
underrepresented in construction and overrepresented in transportation,

Wage Ratios

I now begin to analyze wage data from the 1990 Census. Table 9 presents minority-white wage
ratios, by age and education. The entrics in the table arc ratios of the average hourly wage of Mexican
Americans or blacks in a given age and education category to the average hourly wage of whites in the
same age and cducation category. Thercfore, a ratio of one represents wage parity between minorities
and whites, and the extent to which the ratio falls short of on¢ measures the percentage wage deficit
suffered by minorities. In this table, a * indicates wage ratios that are not statistically different from onc
at the 3 pereent level of significance, and a # indicates wage ratios based on fewer than 50 obscervations
for Mexican Americans or blacks.

The columns labeled “all levels™ report wage rattos that include workers of all cducation levels,
whereas the remaining columns present wage ratios for two specific types of workers: those with a high
school diploma and no further education,™ and those with a bachelor's degree and no further education.
These particular education categories were chosen because they cover a substantial fraction of the work
force (40-30 percent, depending on the ethnic group and state) and at the same time represent relatively
narraw and well-defined skill classifications.

Owverall, the California wage ratios of .76 for Mexican Amcricans and .78 for blacks indicate
that, on average, Mexican Americans carn 24 percent less and blacks 22 percent less than whites. The
overall wage deficits are higher in Texas: 31 percent for Mexican Americans and 27 percent for blacks.

Minority wage gaps arc smaller within education categories, particularly tor Mexican Americans. The

** The education category “high school diploma®™ includes workers who oblained their high school degree by passing
the G.E.D. exam, but it exciudes workers who completed 12 vears of schooling yet failed to carn a diploma.
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largest reduction occurs for the Mexican-American—white wage gap in California among high school
graduates; this deficit is only 11 percent, which is less than half of the corresponding wage gap for
workers of all cducation levels.  In this instance, controlling for education shrinks the Mexican-
American—white wage gap by about 54 percent relative to the initial differential of 24 percent. Similar
calculations indicate that the Mexican-American—white wage gap declines by 39 percent for Texas high
school graduates and by about 235 percent tor college graduates in . .th states. In ¢very instance,
controlling for cducation leads to a smaller percentage reduction in the black-white than the Mexican-
American—white wage gap.

Within specific education categorics, there is a tendency for minority wage gaps to widen with
age, cspecially among college graduates. For example. Mexican-American—white wage ratios for
Californians with a high school diploma steadily decrease from .98 for 25-29 ycar-old men to .83 for 50-
54 vear-old men, before they bounce back up to .93 for ages 55-39. This could mean that morce recent
cohorts of Mexican-American and black workers will enjoy greater cconomic opportunity over 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
that black high school dropout rates have fallen rapidly so that among the youngest cohorts they are very
similar 1o the rates for whites, and Table 7 suggests that young Mexican Americans speak English berter
than their elders. It is also possible. however, that minority wage gaps are smaller for younger workers
because carceer wage growth is greater for whites, If this is the case, then Mexican-American and black
vouth mayv find that their wage gaps rise with age until they eventuaily resemble the wage deficits
experienced by today’s older minorities.

Table 10 cxplores how comtrolling for English profictency affects Mexican-American—white
wage ratios. The top half of the table presents the wage ratios obtained after excluding workers who do
not speak English “very well.” The bottom half of the table proceeds further along these lines by
limiting the sample to workers who speak only English. Controlling for English language ability in this
way generally increases Mexican-American~white wage ratios, particularly for less-educated workers,
older workers, and Texans—groups that are 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 who speak English at least very well to (99 for those who speak only
English.

Wage Re rressions

M tiple regression provides a convenient way to systematically investigate the influence of
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vartous factors on wage difterentials between minority and white workers. Table 11 reports the results
of wage regresstons, estimated by ordinary least squarces, that show how minoerity wage gaps change as
control variables are added. The regressions in this table pool together men from all age groups (23-59).
Like the CPS wage regressions reported earlier, the dependent variable is the natural logarithm of hourly
earnings. 5o the estimated coefficients represent approximate percentage effects.

The only explanatory variables in the first specification {(celumn 1 for cach state) are dummy
variables identifyving Mexican Americans and blacks. In this specification, the ¢stimated coefficients on
the cethnic dummies represent raw wage differentials between minority and white men. In California.
both Mexican-Ancrican and black workers carn 25 percent less on average than whites. The wage gaps
are bigger in Texas: about 37 percent for Mexican Americans and 33 percent for blacks.™

The sccond specification controls for age by adding a sct of dummy variables indicats = the five-
vear age cohort to which cach worker belongs. Because minorities are vounger on average than whites,
controlling for age slightly reduces the wage gaps for blacks in California and Mexican Americans and
blacks in Texas. The wage gap for Mexican Americans in California falls by a larger amount, because of
the relative yvouth of this group.

The third specification adds a set of dummy variables identifying six education categories: les

o

than 9 vears of schooling. 9-11 years of schooling. 12 years of schooling, some college, a bachelor's

2

degree, and a postgraduate degree.”” Controlling for education substantially reduces minority wage gaps,
particularly for Mcxican Americans. The contrast between Mexican Americans and blacks is especially
dramatic in California, where adding the education dummies lowers the wage gap by 37 percent for
Mexican Americans (from 2! to 9 percent) and by only 26 percent for blacks (from 23 to 17 percent).
The fourth specification in Table 11 controls for English language proficiency by adding a set of
dummy variables identifying workers who speak only English and, among those who specak another
language. indicating whether they speak English “very well”™ or not. Not surprisingly, this has no effect
on black-white wage differentals, but it does lower the wage deficit of Mexican Americans—
particularly in Texas, where English deficiencics are more common. [n both California and Texas, the

cumulative impact of controlling for age, education, and English proficicncy is 1o shrink the Mexican-

N These raw wage gaps difter somewhat from those implied by the wage ratios reported 1n Table 9. This occurs both
because log wage gaps only approximate percentage wage differentials and also because the nonlincar transformation applied by
the logarithmic Tunction means that comparisons based on average log wages can differ from comparisons based on average
Wages.

24 . . . “ . , ) . } .
7 See footnote 22 regarding the education category 12 years.” Using the complete set of 17 ceducation catepories

available in the 1990 Census produces even smaller minority wage gaps than those reported here, but the general pattern of
results is very similar.
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American—white wage differential to about a quarter of its initial size (from 25 to 6 percent in California
and from 37 lo 10 percent in Texas). The corresponding reduction in the black-white wage gap is much
smaller, to about thwo-thirds of its initial size (from 25 10 17 percent in California and from 33 1o 21
puercent in Texas).

Finally, in order to determine how much of the remaining minority wage gaps are related to
overrepresentiation in low-paying employment sectors. the fifth specification adds dummy wvariables
identifving the 14 occupation and 15 industry categories listed in Table 8. In both states. controlling for
these broad occupation and industry groups gencrates sizable reductions in the black wage gap, but a
more modest decline in the Mexican-American wage gap. Evidently, after ¢crude measures of human
capital such as age, education, and English proficiency are accounted for, the role that job scgregation
plays in cxplaining low minerity wages is potentially muoch larger for blacks than for Mexican
Amcericans.

Table 12 presents resuits from wage regressions estimated separately for cach five-year age
cohort. The regressions in the top half of the table correspond to specification | in Table 11, so these
estimates represent raw wage differentials between minority and white men. The bottom half of Table
12 corresponds to specification 4 in Table 11, which controls for age, education, and English proficiency,
but not for occupation and industry. In Table [2, the age controls are dummy vartables identifving single
years of age within cach five-year age cohort,

With the human capital measures excluded from the regressions. wage gaps are gencerally smaller
for younger minority workers. but this tendency disappears once the control variables are included.
Within age groups. the pattern of results is very similar to what was found in the pooled regressions
reperted in Table 11: contrelling for human capital leads to a much larger reduction in the wage gap for
Mexican Americans than for blacks, and the remaining wage deficit not attributable to human capital is
substantially smaller for Mexican Americans.

Decompoesition of Wage Differcntials

As another way of illustrating differences in the extent to which abservable skill measures can
explzin wage gaps for Mexican-American and black workers, Table 13 presents wage decompositions for
the 1990 Census data similar to those presented earlier for the CPS data. These decompositions are
based on regressions similar 1o specification 4 in Table 11, but are estimated separately for each of the
three ethnic groups. The first row of Table 13 shows the relevant average log wage differences. The
remaining rows break down the total differentials into components representing the impact of ethnic

differences in particular human capital attributes and the impact of cthnic differences in the estimated
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Table 13
Decomposition of Log Wage Differences Among U.S.-Borr Men, 1990 Census

White-Mexican White-Black
American
California Texas California Texas
Total Log Wage Differential 251 365 251 329

Pereentage of Total Log Wagpe Differential Attributable
to Differences in Average Characteristics:

Age 16% 8% 6% 7%
Education 48% 44% 25% 30%
English Language Proficiency 12% 22% 0% 0%
Total Attributable to Differing 76% 74% 31% 37%

Characteristics

Percentage of Total Log Wage Differential Attributable
to Differences in Cocfficients:

Intercept 33% 12% -32% 43%
Age 16% 10% 17% 15%
Education -28% 3% 82% 5%
English Language Proficiency 4% 1% Q% -1%
Total Attributable to Differing 25% 26% 67% 62%

Coefficients

Naote! These decompositions are based on regressions similar to specification (4) in Table 11, but estimated separately for cach
cthnic group (whites, Mexican Americans, and blacks).
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returns to these characteristics.™

Once again, the wage structure is much more similar between whites and Mexican Americans
than between either of these groups and blacks. In both California and Texas, three-quarters of the
Mexican-American—white wage gap is atiributable to the relatively low measured skills of Mexican-
American workers. By contrast, only about a third of the black wage deficit can be explained in this
way. For Mexican Americans, insufficient schooling ts an especially finportant factor, by itself
accounting for almost half of the wage gap. In California, these data suggest that Mexican Americans
earn a higher return to education than whites, wherecas the scheoling payoft for blacks lags well behind

the other two groups.

CONCLUSION

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 of U.S.-born Mexican-American men. The main empirical findings arc as follows:

1. In November 1989, about 83 percent of Mexican-American men aged 25-61 held jobs, an
employment rate squarely between the corresponding rates of 78 percent for blacks and 90 percent for
non-Hispanic whites.  Although over the 1980s the employvment situation of Mexican Americans
detcriorated somewhat relative to whites, even at the end of the decade employment differences between
Mexican-American and white workers were smaller than the wage differences. Because of this finding
and other research (Reimers 1984) indicating that the low hourly carnings of Mexican-origin houschold
heads account for most of the inceme differential between white and Mexican families in the United
States. [ decided to focus this study on the wage determination process. Mexican-origin houscholds arc
poor primarily because they carn low wages, not because they work less than other groups.

2. In overall comparisons with other groups, the average hourly carnings of Mexican-origin
workers are depresscd by the large proportion of very-low-patd tmmigrants, but even U.S.-born Mexican
Americans are at a substantial wage disadvantapge. 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, paricularly for Mexican Americans.

Among third- and higher-generation workers througheout the United States, the wage gap between

* The wage decampositions in Table 13 use the white regression coefficients 10 weight the differences in average
characieristics. but weighting tnstead by the minority cocfficients produces very similar resals,
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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 of worker skill
were increasing over this period, but most of the decline in the relative wages of Mexican-American and
black warkcers is attributable to minorities’ losing ground to low-skill, low-wage whites.

4. Mexican Americans possess disturbingly low levels of human capital. In 1989, U.S.-born
Mexican-American men averaged a year and a half less education than whites and a third of a year less
than blacks. Compared to whites in either Calitornia or Texas, Mexican Americans arc more than three
times as litkely 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 of Mexican Americans lack fluency in English. In California, 10 percent of Mexican-American
warkers report that they speak English less than very well, and the incidence of English deficiency is
more than twice as high in Texas. English proficiency is higher for younger cohorts of Mexican-
Amecrican workers, which suggests that language skills are improving over time. The data provide no
indication, however, that the education distribution of Mexican Americans is converging with that of
whites—a situation that stands in stark contrast to the more encouraging cducational trend of 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 of their wage deficit is attributable to their
relative youth, their English language deficiencies. and especially their [ower educational attainment, By
itselt, insufficient schooling accounts for almost half the wage gap. By contrast. these same human
capital variables explain only about a third of 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 carnings of Mexican Americans are virtually
indistinguishable from those of non-Hispanic white ethnic groups such as Germans., [talians, Swedes, and
the French, whereas the average carmnings of blacks remain conspicucusly low.

What are the implications of these tindings for public policy? First, it should be emphasized that
these results do mof imply that laws prohibiting employment and wage discrimination against Mexican
Americans are unnecessary or irrelevant. Instead, the results sugpgest only that, given the cexisting level
of enforcement of labor market antidiserimination laws, increased vigilance in this area is likely to
benefit Mexican Americans less than blacks, because differences in the wage structure and returmns to

skill are currently much smaller between Mexican Americans and whites than between blacks and
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whites. It may well be that the prevailing legal framework plays an important role in maintaining the
structural labor market similaritics of Mexican Americans and whites.

My analysis indicates that the key to improving the economic status of Mexican Americans lies
in raising cducation levels. That more and better schooling would help any group has the ring of a
truism. cspecially in these times of increasing demand for skilled workers. But 10 a much larger cxtent
than for blacks, educational improvements are crucial to the carnings progress of Mexican Americans,
both because their schooling levels continue to lag behind those of virtually all other groups in American
society, and because U.S.-born Mexicans Americans carn a rclatively high return on cducational

investments, especially in California. Finding a way to somehow ¢liminate the educational disadvantage

of Mexican Americans would go a long way toward bringing this group into the economic mainstream.
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Table Al
California Sample Sizes, by Ethnicity. Age, and Education, 1990 Census

Education
All Less than G-11 12 Scome Bachcelor's Post-
Ethnicity/Age Group Levels 9 Years Years Xears College Degree Graduate
Whites: .
All Ages 178,592 1,356 6,708 40,105 65316 40,400 24,707
25-29 30.346 154 1.589 8,849 F1.053 7.104 1,597
30-34 33,477 140 1,274 8,737 12.557 7.471 3,298
35-39 31,325 132 752 6,303 [2.411 7.297 4,430
40-44 28918 127 623 4,463 11,132 7,260 5313
45-49 22713 188 780 4.377 7.988 4,863 4,517
50-54 17,273 262 831 3,908 5,790 3.354 3.128
55-59 14.540 353 859 3,468 4,385 3.051 2.424
Mexican Americans:
All Ages 20,530 1,158 2,574 7.464 6,986 1.632 716
25-29 5,146 157 720 2.i41 1.658 396 74
30-34 4,464 141 484 1.757 1.617 351 114
35-39 3,411 130 307 1,169 1,333 322 150
40-44 2,713 149 252 855 1,039 290 128
45.49 1,925 140 291 622 625 131 116
50-54 1,550 173 265 527 424 89 72
535-59 1.321 268 255 393 290 53 62
Blacks: -
All Ages 14357 212 752 4,342 6,227 1.947 877
25-29 3,002 19 134 1,120 1.304 372 53
30-34 2,816 20 75 880 1.298 403 140
35-39 2.429° 12 88 652 1.178 361 158
40-44 2.021 23 9] 513 897 306 19]
45-49 1.585 29 119 435 625 218 159
50-54 1,445 42 117 432 579 165 110
55-59 1,059 67 128 310 346 122 86

Notwe: Data are from the 1990 Census § percent microdata files. The sample includes U.S.-borm men aged 25-59 who worked during
1989, ™ol evervone in the educational category "12 years” has a high schoal diploma
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Tablc A2
Texas Sample Sizes, by Ethnicity, Age, and Education, 1990 Census

Education
All Less than 9-11 1z Some Bachelor's Post-
E_tl . 7 ! GLO.!LD I oy 'lj, Q :: *aArs Xjar- I-\am CQ”!‘Q!‘ Iz!-..c:!‘!‘ f'l:ﬂd!lﬂ!!‘
Whites:
All Ages 117,927 2,713 7.724 32,253 37,713 23,094 12.430
25-29 19,470 240 1,472 6,201 6,380 4,287 890
30-34 22,079 261 1,454 6,725 7,240 4,649 1,750
35-39 20,684 275 1,002 5,089 7.163 4,729 2,396
40-44 18,648 355 916 3915 6,295 4,497 2,670
45-49 15,051 413 990 3.899 4,574 3,014 2.161
50-54 11,774 492 936 3,447 3,447 2,065 1,387
55-59 10,221 677 954 2,977 2,584 1,853 1,176
Mexican Americans:
All Ages 21,794 3,542 3,586 7,227 5,290 1,546 603
25-29 4,913 266 903 2,001 1,378 314 51
30-34 4,685 322 856 1,836 1,225 345 101
35-39 3,844 446 578 1,327 1.050 327 116
40-44 3,143 608 445 864 502 273 151
45-49 2,135 627 369 522 396 146 75
30-34 1,663 598 266 395 249 98 57
353-59 [, 411 675 169 282 190 43 52
Blacks
All Ages 13,568 507 1,586 5,448 4,224 1,335 468
25-29 2.816 32 247 [, 301 932 250 44
30-34 2,839 30 250 1,211 971 319 58
33-39 2,380 39 236 892 801 307 105
40-44 1,946 33 210 703 646 241 91
45-49 i,459 74 210 599 398 114 64
50-54 1,209 I1s 245 459 279 65 46
55-59 919 162 138 273 197 39 60

Nowe: Data are from the 1990 Census 5 percent microdata {iles. The sample includes V.5 -bormn men aged 25-59 who worked during
1989. ot evervone in the educational category 12 years” has a high schoel diploma.
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