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groups, Hispanics fell between Whites and Blacks in terms of
earnings. After adjusting for differences, Hispanics were closer to
whiter. A major difference among the groups was education, an
important determinant of earnings; among employed Hispanic youth,
however, z.most three~fifths of the males and over a third of the
females were dropouts. Post-school experience was also an important
determinant of earnings. In-school experience has positive effects on
yearly earnings, while post-school training was a significant
determinant of hourly earnings for men (except Mexican-origin men).
Hispanics living in the South or in high unemployment areas did worse
than the older groups, while married Hispanic men had higher hourly
and yearly earnings than unmarried men. Finally, although the
analysis shows no more labor market discrimination against Hispanic
women than against White women, it suggests that Hispanic males wr 1id
earn 7 percent more hourly if they were not discriminated against.
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Relative Earnings of Hispanic Youth

in the U.S. Labor Market

The presence of substantial earnings differentials in the youth labor
market provides the motivation for this paper. At a time when we speak
of the graying of America, the passing of the post-World War II baby
boom, and the increasing dependence of an ever-growing number of retirees
on a relatively shrinking number of working men and women, it is vital
that we not ﬁnderstate the role of youth in policy formation. What
policy makers must consider are the effects of problems encountered early
in their labor mafket experience on the eventual position that youth will
hold in the "prime-age"” labor force. The youth whom we investigate here
are not only laying the foundations for their own economic livelihoods,
but are also having an impact on the general economic health of society.

Focusing on Hispanigfybuth is justified not only by the changing age
composition, but also by the changing racial and ethnic composition of
the population. Thé overall U.S. population has indeed aged. However,
preliminary data from the 1380 Census show that the principal minority
groupa--both blacks and Hispanics--have younger age distributiocons than
whites.l The size of the Hispanic population has increased substan-
tially in recent years due to relatively high fertility rates, a tendency
towards large familieg, and a continual flow of legal (and illegal)
immigrants. Marshall et al. (1980) project thai, given a 142 growth
rate in the Hispanic population between 1973 and¢ 1978 (as compared to
3.3% for non-Hispanics), Hispanics will represent a larger share of the

U.S. populaiion than blacks before the year 2000. Granted the imporcance
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of studying the labor market behavior of youth, the study of Hisp 1ic
youth in the labor force has both immediate and long-run policy
implications.z

In this paper we consider the financial position of Hispanic youth
jﬁéf;fxig non-Hispanic white and black youth. Two fundamental measures
of labor market success--average hourly earnings and wage and salary
earnings in the past twelve months-——are employed as dependent variables
in the analysis.3 |

To accomplish the objectives of this paper, we first regress the
dependent variables on the set of independent variables that are
discussed in the next section. We then investigate the role of educaticn
in early career earnings. We follow that section with a "wage gap” and
"annual earnings gap” analysis that permits investigation of the magni-

tude of earnings differentials among the youth in the sample. The Zinal

section presents the summary and conclusicns.

THE DATA, CONCEPTUAL FPAMEWORK, AND HYPOTEESES

The 1979 wave of the Nationai iongitudinal Survey of Youth (NLS) pro-
vides the data for the analysis.% 1In additfon to detailed gections
covering education and training, environmental factors, and labor market
variables, the survey instrument includes an extensive work history‘aec-
tion and information on personal background characteristics. From the
background characteristics that were provided, we were able to construct
the racial and ethnic identity of each reSpondent.S Unfortunately, the
limited number of observations in the NLS data prevent us from cnalyzing

separately the individual Hispanic groups and from focusing on particular
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geographic regions. Thus, our results must be interpreted as applying to
"Hispanics” in general and not necessarily to individual Hispanic groups.
Nevertheless, wé preseﬁt separate estimates for Hispanics of Mexican ori-
gin 1in order to provide some insights into this aipgle largest Hispanic
group. Overall the sample in the analysis 73 limited to nonenrolled
(1.e., not in school) young men and women who were 16 to 22 years of age
and wéte employed as wage or salary workers in civilian oﬁcupations in
1979.

The conceptual framework used in tﬁia paper follows standard human
capital theory. Such implication of human capital models to Higpanics
has been done by various authors, including Carliner (1976),VCh13w1ck
(1978), Fogel (1966), Reimers (1980), and Tienda (1981b). Analyses of
the earnings of youth also abound in the literature (e.g., Antos and
Mellow, 1978; Freeman, 1976; Grasso and Myers, 1977; Griliches, 1976; and
King, 1978). However, to the best of our kmowledge, investigation of the
labor market outcomes of Hispanic youth has only recently been
undertaken.

We postulate rather straightforward earnirgs models as described
below. (The earnings-gap models are described at a later point in the
paper.) As mentioned, the dependent variables in the anglysis include
the natural logarithm of average hourly earnings on the respondent's
current job and the natural logarithm of an adjusted yearly earnings
meagsure.8 The conventional log forms of the earnings measures are
employed for two reasons. First, it more clearly represents the chape of
typical age~earnings profiles; aécond, it allows interpretation of coef-~

ficients in the model as percentage changes rather than absolute changes.
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The independent variables used in the analysis and their hypothesized

effects are presented below.

Education

The positive net relationship between schooling and earnings is well
documented (e.g., Becker, 1975; Mincer, 1974). Also documented is the
fact that Hispanics, on average, have rel@tively 1iccie formal education
and very bigh dropout rates from high school (e.g., Briggs, Fogel, and
Schmidt, 1977; Newman, 1978). It folloﬁa frem human capital theory that
these high dropout rates must be linked either to a relatively high cost
of funds for schooling or, more likely, to relatively low rates of return
to schooling among Hispanic youth. Névertheleés, the expectation is, of
course, that schooling will be positivgly related to financial sgucess.
Following Grasso and Myers (1977), we have categorized this variable into

0-8, 9-11, 12, and 13 or more years of formal schooling in order to

disentangle the expected nonlinearity in returns to education.

Experience Measures

(

We use three measures of actual work experience (measured in months).
The first of these, EXP, measures the amount of post-school work
expcrience the individual has accumulated, which is expected to be posi-~
tively related to earnings. Since our sample is yoﬁng, the youth
involved are, most likely, on the upward-sloping portion of their
earnings~experience profile, and the variable EXP enters the models
linearly. When EXP i< included in the same equation with a second

measure of experience (i.e., employer-specific experience, TEN), the

o
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interpretation of the EXP and TEN coefficients may be interpreted as the
return to general and specific cm-the-jod training, respecztively. The
expected sign of TEN is also positive. A third experiznce vaviable
mesure the respondent's in-school work exparience (SEXP). Myers (1980)
found SEXP to be a significant determingnt of subsequentllabOt market
success (in a sémple of college workers). Griiiches (1980) found no
significant relationship between work in high school and later earnings,
but a modest positive effact of work in college on earnings. We hypothe-
size that in-school expétience has a positive payoff in terms of earn-

ings.

Ttaining

The returns to completing a post-school private gector training
program (TRCPVT) and to completing a government training program (TRCGVT)
are expected to be positive. The important policy questions of the
worthiness of particular training programs can only be answered here in a
very broad, averaging way due to the hetetoseneoﬁs nature of the progams
that are combined in these variables. Nevertheless, the “controlling”
influence of training in the model should yield a better get of results

on the education wvariables.

" Occupational Information

The amount of occupational 1nformation.;hat_the respondents possess
is represented by their score on the ten-item Rnowlege of the World of
Work (KWW) test administered during the interview. At the same tine,

given the high correlation of a similar variable with IQ results in prier
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NLS Ycuth surveys, we also consider KWW to be a rough control for
ability.7 Since those whce exhibit higher levels of labor market infor-
mation and higher levels of ability should do better in terms cf labor

market success, we expcet to find a positive sign on KWW.

Geographic Variables

We include in this set of variables South/non-South region of resi-
dence (SOUTH), urban/rural residence (URﬁAN), and the
(midpointed-categorical) unemployment rate in tﬁe local labor market
(LOC_U). These variables are included to control for regional price
level variations and demand conditions. While the expected sign on SOUTH

and LOC_U 1s negative, we expect a positive sign on URBAN.

Personal History Variables

In all models, we include a variable which takes the value of 1 if
the respondent is married (MAR). For young men, tﬁis vuriable is
expected to be positively related to labor market success for two
reasons. Pirst, it serves as a rough control for differential labor
supply behavior. Second, it may proxy for an individual's
"attractiveness” to potential employers. For young women, being married
may pro»y for greater family and home responsibilities, which implies a
higher “home wage™ and is therefore expected to be negatively related to
earnings because of a lower propensity to supply hours to market work.
If being married is associated with greater intermittency in labor
supply, average hourly earnings will also be lower, owing to the atrophy

of human capital skills (Poiachek, 1981).



Among Hispanics, the presence of English language difficulties (LANG)
is expected to be negatively related to earnings. Lack of proficiency in
English =may hinder the transferability of skille (Chiswick, 1978), and
thus lead to more difficulty in acquiring labor market skills in this
couatry. OCur LANG variable ig binary, equal to one if the intervicw had
to be conducted in Spanish or if the respondent reported that lack of
English fluency hindered his or her abilicy to get a "good job.”

The timing of immigration is shown by Chiswick (1978) o be {mpor-
tant. According to that study, an earnings gap exists between the
icmigrar’ and the native-born individual, but the 84p narrows ovar time.
After 10 to 15 years the gap disappears. Unfortunately, the NLS does not
contain the date of immigration. Therefore, two proxies can be used. The
first iz birth {a a foreign country (B_PFOR), which distinguishes the
immigrant from the native-born resident.g The second is foreign resi-
dence at age fourteen (FOR._}&). According to Chiswick, the longer the
time since immigration, the less an earnings disadvantage exists. Thus,
the coefficient on B FOR may be negative, zero, or pogitive, but is
expected to be greater than the sum of the coefficient on B FOR and the
coefficient on FOR_14. That is, FOR_14 13 expected to be non-positive.?

Additional variables indicate ethnicity (HISP, PUERTO, MBX), race
(BLACK) and gex (FEM). Ia the results that follow we segregate the runs
by sex and provide reaults for total, Hispanic, Mexican, black, and white
samples. Ideally, we would prefer to separate all Hispanic groups, but
small sample sizes make that impossible.lO

In the total, the Hispanic, and the Mexican equations, two models are

egtimated. Model 2 includes the variables LANG and FOR 14. Model 1
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omits those measures, since they are fairly highly correlated with other
variables in the models, especially with fhe.education set. The high
correlation makes it difficult to disentangle the independent effects of
the variables and also contributes to high standard errors. The sample
is limited to nonenrolled young men and women whe were 16 to 22 years of
age an& employed as wage salary workers in civilian occupations in

1979. All regression equations have been population-weighted because of
the intentional oversampling of Hispanics, blacks, and low-income whites.
Table 1 lists the variables and the direction of their hypothesized

effects.

RESULTS

Gross Comparisons

Prior to reporting the results of the regression equations, it is
instructive to discuss briefly the means of variables used in the analy-
sis (Tables 2 and 3). As can be secen, Hispanic men have extr;mely high
dropout rates from high school (almost 60% versus about 40% for black
males, and about 25% for white mnlea).11 However, for all male cohorts
the rates are alarming, especially in view of the well-known and well-
publicized relationship between high school graduation and labor market
success (see, e.g., King, 1978). The dropout rates for women are con-
siderably lower, but still fairly high--24% for Hispanics and about 122
for blacks and whites. 1In terms of higher education, 7.5% of Hispanic
men have completed at least one vear of college, a figure that falls bet-~

ween the means for whites (10.7%) aud bdlacks (4.72). Among Hispanic men,

10
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Table 1

Variables and Direction of Hypothesized Effect in INWAGE
and LNERN Regression Equations

Variable Expected Sign
ED 0-8 -
ED 9-11 -
ED 13+ +
SEXP +
EXP +
TEN +
TRCPVT +
TRCGVT +
KWW +
SOUTH -
URBAN +
LANGA -
Loc_U -
MAR (Men) +
MAR (Women ) -
FOR_148 -
BISPb -
MEXC ?
PUERTOC ?
BLACK -

Note: Tor definitions of variables, see text. ED 12 is the reference
group. Data base i3 the 1979 National Longitudinal Survey of
Youth. All regression equations are population weighted because
of the intentional ova2rsampling of Hispanics, blacks, and low-
income whites.

8Total, Hispanic, and Mexican equations only (Model 2).
brotal equation only.
CHispanic equation only.

11




Table 2

Means and Standard Deviations of Variables Used in LNWAGE and LNERN Analysis: Young Men

Varlable Total Hispanic Mexican Black Whits
Mean sD Mean §D Mean §D Mean D Mean 8D

Dependent N

Variables ‘
LNWAGE 1.457 0,396 1.n 0.346 1,358 0,350 1,323 0,388  1.482 0.39
LNSRN 8,786 0.860 8.628 0.822 8.568 0.852 8,263 1232 .81 0.768
Duncan Index 22,833 15,161 20,601 14,069 19,378 13.902  19.618 12,640  23.455  15.498

Independent

Variables
ED 0-8 0.071 0,256 0.282 0.451 0.306 0,463 0,082 0,215  0.05) 0,223
ED 9-11 0.215 0.411 0,308 0.463 0,297 0,458 0,323 0,469 0,193 0.395
ED 12 0.616 0.487 0,335 0.473 0.350 0.479 0.548 0,499  0.647 0,478
ED 13 0,09 0298 0075  0.263  0.047 0203 0,047 0212 0,000 0,310
SEXP 6.216 14,268 3,99  10.201 1.7 8.739 4,425 12,877 6.637  14.690
EXP 15.428 11320  16.664 13,140 15,813 12,147 12,845 10,528 15.693  11.2%4
TEN 14,11 17.301 13,865 16,530  12.302 14712 12,490 16,264 714,429 17,500
TRCPVT 0.110 0.314 0.077 0.267 0.051 0,220 0,074 0,263 0,118 0.323
TRCGVT 0.021 0,145 0,038 0.192 0.051 0,221 0.077 0,260  0.012 0,111
KW 6.597 1,962 3.258 2.181 5,084 2.141 5,064 1,980  6.915 1,791
LANG 0.059 0,235 0,291 0.455 0,289 0,455 0.070 0,25  0.039 0,194
SOUTH 0,292 0,455 0.239 0.428 0.273 0,447 0.54¢ 0,499  0.261 0,439
URBAN 0,758 0.428 0,953 0.213 0.937 0.240 0.849 0,359  0.730 0.444
FOR 14 0.029 0,168 0.268 0,444 0.286 0,454 0.002 0.045  0.015 0.120
LOC U 6,202 2,243 5,676 2.398 5.5 2591 5.655 1793 6,368 2,268
MAR 0.170 0,376 0,202 0.402 0,230 0,422 0.088 0,286 0.1 0,384
HISP 0.063 0,244 1.000 0.000 1,000 0,000 0,000 0.000 0,000 0.000
MEX 0.042 0,200 0,657 0.476 1,000 0,000 0,000 0,000 0,000 0,000
PUERTO 0.008 0,091 0,132 0.339 0,000 0.000 0.000 0,000 0,000 0,000
BLACK 0.115 0,319 0,000 0,000 0,000 0,000 1,000 0,000 0,000 0,000
WHITE 0.8228 .- 0,000 0.000 0,000 0,000 0,000 0,000  1.000 0.000
AGE 19.688 1,361 19,487 1.49% 1957 1,420  19.808 137 19,687 1,347

Nute: ALl means and standard deviations (except LNERN) from LNWAGE equation, -lij

8Calculated as residual.
\‘l
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Means asd Standard Deviations of Varlables Used in LNWAGE and LNERN Analysis:

Table 3

Young Homen

Total Hispanic Mexican Black | White

Varlable Mean — ® Wem D W D e W e 5]

Dependent

Variables
LNWAGE 1.216 0,350 1,198 0.307 1,195 0.307 1,166 0.407  1.222 0.346
LNERN 8.373 0,858 8.234 0.994 8.187 0,993 8.067 1,162 B.414 0.802

Independent

Variables
ED 0-8 0.026 0,158 0,146 0,355 0,213 0.412 0,000 0,000 0,020 0,141
ED 911 0,110 0,313 0,197 0,399 0.167 0.375 0.126 0.333  0.103 0,304
ED 12 0.671 0.470 0,509 0,502 0.49 0.503 0.610 0.489  0.688 0,463
£ 13* 0.193 0,395 0,148 0.356 0,125 0.332 0,263 0.442  0.189 0,391
SEXP 5.085 10,670 4,487 8.915 3,165 8.114 3732 10,836  5.266 10,755
EXp 16,780 11.681 13,485 11,325 12444 9.560  1L.211 9,618 15278 11,81
TEN 12,09 12711 11,366 12,413 11,603 11.619 9.680 10,843 12,395  12.886
TRCPVT 0.145 0,352 0,095 0,294 0.091 0.290 0.112 0,317 0.151 0,359
TRCGVT 0,035 0,184 0,051 0,220 0.063 0,245 0,130 0.338 0,024 0.154
KWW 6,713 1,842 5.617 2,050 5,493 2,041 5,652 2,03 6,895 1,744
LANG 0.048 0.213 0.190 0.393 0.198 0.401 0.037 0,190  0.039 0,195
SOUTH 0,294 0,456 0.280 0.451 0.274 0.448 0.596 0,492 0,264 0.441
URBAN 0.815 0,388 0,965 0.183 0,973 0.163 0.875 0,332 0,799 0.401
FOR 14 0.016 0,125 0,166 0,373 0,169 0,377 0,000 0.000  0.008 0,186
Loc U 6,032 2,048 5,667 2,29 5,600 2,546 5,721 1,623 6,145 2,64

MR 0,289 0,454 0,333 0.473 0.296 0,459 0,212 0.410 0,29 0.436
HISP 0.057 0,231 1,000 0,000 1,000 0,000 0,000 0.000 0,000 0,000
HEX 0.029 0.169 0,517 0,501 1.000 0,000 0,000 0.000  0.000 0,000
PUERTO 0,006 0.077 0,106 0.308 0.000 / 0,000 0,000 0,000 0,000 0,000
BLACK 0.088 0,283 0,000 0,000 0,000 0,000 1,000 0.000 0,000 0,000
WHITE 0.8568 ane 0,000 0.000 0,000 0,000 0,000 0,000 1,000 1,000
AGE 19,768 1310 19,615 1,468 19.560 1541 19,932 1,225 19,785 1,307

iote’ ALl means and standard deviations (except LNERN) from LNWAGE equation,

4Calculated as residual, .

5 15

14
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those of Mexican origin attend college at the game rate as blacks, and at
about two-thirds the rate of the entire Hispanic sample. A different
story 18 told for women. ' In all cagses, the female cohorts have a higher
incidence of college attendance than their male counterparts. Among
women, Hispanics are least likaly to have attended college as ccmpared to
blacks and whites.

While we find that Rispanic men have fewer months of actual jod
experience during schocl, they have more experience than blacks or whites
when we measure e#perience from date of leaving school to the interview
date. This 1s, however, not surprising since all groups are about the
same age and since Hispanics hava lower educational attainﬁent. Higpanic
men place glightly below the overall mean in terms of specific employer
experience (TEN). 1In all cases, men of Mexican origin have lower mean
experience values than the set of all Hispanics. iIn general, the same
generalizations regarding the experience measures apply to Hispanic
women. However, mean in-school experience of Hispanic women is higher
than for blacks, and their post-school work experience is about two |
months less than that of white women.

Hispanic men are less likely than white men and about as likely as
black men to have completeﬂ a private sector training program. They are,
however, about three times ag likely as white men—but only half as
likely as black men--to have completed a government-sponsored program.
The same generalizations tend to hold for the female cohorts, except that
women are more likely than men to have completed a training program out-
side of regular school. PFer bo:h men and women, Mexican-origin youth

are less likely than all Hispanies to have completed a private gector
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training program, but more likely to have completed a government-—
sponsored program.

We find that Hispanic men and women score about 20 to 25% lower than
whites on the occupational informai“.: test (KWW). The difference in
ezores between Hispanics and blacks is negligible. Hispanics of Mexican
origin score slightly lower than the total Hispanic sample.

Turning to the geographic variables, we see that Higpanics are much
more likely to reside in an urban area than either male or female whites
or blacks (over 952 for Hispanics versus about 75% for the total sample
of men and just over 802 in the female sample). Hispanics are about as
likely as whites to live in the South (about 25%), while over 50% of the
black sample resides in that region. Hispanics and blacks face about the
same labor market demand conditions, on average. White men and women
face higher 1local unemploymeﬁt rates.

As 18 expected in this age range, there are substantial differences
among cohorts with regard to marital status. Seventeen percent of the
men in the sample were married at the time of the 1979 interview, while
282 of the young women were married. Hispanics are slightly more likely
to be married than the black or white samples—20Z of Hispanic men and
332 of Rispanic women. Blacks are much less likely than the othefs to be
married. Only 92 of black men and 21% of black women are married.

Twenty-nine percent of Hispanic men reported difficulty in speaking
English. That figﬁte fell to ‘about 20Z in the female.Hispnnic sample.
Probably ~he major explanation of this differential between the sexes was
the finding that only 17Z of the Hispanic women were residing outside the

United States at age fourteen, compared to 27% of the Hispanic men.
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There was very little difference between Hispanics of Mexican origin and
all Hispanics on either the language or residence-at-age-fourteen

measures.

Average Hourly Earnings (LNWAGE)

The mean of average hourly earnings (wages) is highest for white
youth and lowest for black youth, with Hi{spanic young men and women in
the middle. We also note that Hispanics of Mexican\étigin (over one-half
of all Hispanies) have-mean earnings slightly below those of all
Hispanicse.

We turn now to the estimates from the tegtegsion equations for men
(Table 4) and éor women (Table 5). The use of ;egtession analysis allows
us to “"contrcl” for differences, both among Hispanics and between
Hispanics and the other groups, in order to focus on the independent
effects of the variables in the models. Since the focus of this study
is on Ht;panics, we will discuss below only thogse equations with direct
bearing on the Hispani: cohort-—the male and female “total,” “Hispanic,”
and "Mexican-origin” equations. We also report the “black™ and "white”
equations, and will use those results for purposes of comparison.

Total sample. 1In this equation we include dummy variables indicating

those who are Hispanic and black. We note that while this nalve test
exhibits a negative relaiionship between minority status and hourly
earﬁings, 1t is statistically significant only for black men.l2 Tuat is,
while Hispanics and blacks earn less than whites, only blacks earn
significantly less. The bulk of the remaining variables in the total

equations—education, post-schcol experience, occupational information

13



Table 4

LNWAGE Regression Results for Young Men

169

Total Hispanic Mexican Black White
Model 1 Model 2 Model 1 Model 2 Model 1 Model 2
Constant 1.312 1.323 1.636 1.689 1.643 1.689 1.285 1.289
(19.67) (19.63) (8.59) (8.85) (8.55) (7.85) (8.55) (14.75)
ED 0-8 -.225 -.202 -.153 -.073 -.173 -.104 -.382 -.177
(~4.65) (-4.07) (-2.21} (-0.94) (-2.02) (-1.06) (-46.22) (-2.49)
ED 9-11 -.082 -.083 -.035 -.023 . -.089 -.082 -.103 ~.082
(-2.83) (-2.86) (-0.54) (-0.35) (-1.03) (-0.95) (-1.98) (-2.07)
ED 12 _— — — —_— — — -—— —
ED 13+ .061 .062 .050 .029 -.055 -.077 .042 .065
(1.57) (1.60) (0.51) (0.30) (-0.36) (-0.50) (0.38) (1.31)
SEXP -.004 -.004 .004 .004 .005 .005 -.001 -.001
(-3.37) (-3.37) (1.25) (1:11) (1.18) (1.06) (-0.47) (-0.47)
EXP .007 .007 .004 .005 .004 .005 .008 .008
(5.60) (5.65) (1.39) (1.78) (1.21) (1.46) (2.68) (4.41)
TEN .001 .001 -.002 -.002 -.004 -.004 -.002 -.002
(1.47) (1.45) (-0.80) (-0.88) (-1.43) (-1.41) (-0.87) (1.60)
TRCPVT .033 .033 201 «199 .016 .017 «183 .013
(0.93) (0.93) (2.09) (2.08) {0.11) (0.12) (2.10) (0.28)
TRCGVT -.028 -.030 196 «196 .085 .088 .080 -.180
(-0.36) (-0.38) (1.57) (1.57) (0.59) (0.61) (0.92) (-1.36)
KWW .018 .017 -.004 -.004 .001 .001 025 .020
(2.74) (2.58) (-0.30) (=0.35) (0.04) (0.08) (1.96) (2.20)
LANG — -.016 — -.045 — -.027 —— o
—— (-0.28) -— (-0.58) — (-0.30) — —
SOUTH -.117 -.124 -,052 -.106 -,011 -.057 -.100 =,126
(=4.39) (-4.62) (-0.89) (-1.68) (-0.16) (-0.76) (-1.86) (-3.53)
URBAN .059 061 -.058 -.068 -.109 -.119 .038 055
(2.21) (2.27) (-0.51) (-0.60) (-0.83) (-0.91) (0.54) (1.67)
FOR 14 —— -0127 ——— -0124 ——— -.114 — ———
- —— (-1.57) — (-1.53) — (-1.15) — —
LOC_U -0013 -0014 -0034 -0036 -0034 -0036 -0018 ’0312
(-2.59) (-2.68) (-3.05) (-3.26) (-2.54) (-2.71) (-1.32) (-1.83)
MAR 125 125 171 «150 .216 .190 102 «126
(4.06) (4.03) (2.84) (2.48) (2.89) (2.46) (1.23) (3.12)
HISP -.060 -.031 — —— — ——- — —
_ (-1.24) (-0.61) -— — —— -—— _— -——
MEX — — -.061 -.060 — —_— —-— -
- — (-0.99) (-0.99) — —-— — ——
PUERTO — — -.023 -.035 — — — —
—— — (-0.27) (-0.42) - — -— —-—
BLACK -.057 -.059 — ——— — —-— — ——

2 (-1.51) (-1.54) — — — — — —
RA 017 017 013 014 010 010 020 015
F 15.65 14.04 2.94 2,92 2.17 2.03 5.57 9.79
Number 1069 1069 200 200 133 133 232 630
Mean of

Dep. Var. 1.46 1.46 1.37 1.37 1.36 1.36 1.32 1.48
SD of '

Dep. Var. .40 .40 «35 .35 35 .35 .39 .40
Note: Universe 1s young men not in school, 16 to 22 years old, employed as wage or salary

workers in ecivilian occupations in 1979.

T-statistics are in parentheses.
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170 . Table 5
LNWAGE Regression Resulta for Young Women

Total Hispanic Mexican Black White
Model 1 Model 2 Model 1 Model 2 Model 1 Model 2
Constant 1.124 1.155 1.248 1.241 1.387 1.375 .981 1.132
(16.17) (16.52) (6.33) (6.17) (4.62) (4.53) (5.39) (13.41)
ED 0-8 -.105 -.088 -.143 -.158 -.082 -.174 -.071
(-1.45) (-1.19) (-1.85) (-1.73) (-0.80) (-1.14) a (=0.73)
ED 9-11 -.169 -.160 067 .010 094 .100 -.338 -.165
{(=4.44) (-4.22) (0.10) (0.13 (0.87) (0.91) (-3.31) (-3.50)
ED 12 — — — — — P — —
ED 13+ .107 .110 .191 .189 .178 .191 .040 «120
(3.65) (3.76) (2.38) (2.34) (1.41), (1.49) (0.49) (3.40)
SEXP -.002 -.002 -.003 -.003 -.002 -.001 .003 -.003
(-2.20) (-2.08) (-0.91) (-0.87) (=0.28) (=0.23) (1.00) (=2.22)
EXP .003 .003 .001 .000 -.003 -.003 .015 .003
(2.60) (2.31) (0.23) (0.17) (=0.40) (=0.35) (2.61) (1.87)
TEN .001 .002 004 004 .007 «007 -.004 .001
(1.34) (1.48) (1.59) (1.62) (1.12) (1.05) (-0.88) (1.12)
TRCPVT -075 0080 0068 0071 0071 0079 ‘.(‘17 .081
(2.40) (2.61) (0.77) (0.79) (0.56) (0.61) (=0.17) (2.21)
TRCGVT "0061) -.066 068 072 .019 .023 -.175 -.024
(-1.01) (-1.10) (0.60) (0.63) (0.13) (0.16) (~1.91) (-0.28)
KWW .002 .002 .009 .010 .007 .009 .004 .001
(0.30) (0.35) (0.71) (0.72) (0.38) (0.44) (0.21) (0.13)
LA.NG — -.,233 — "0009 — 056 - -
— (-4.35) — (-0.10) — (0.35) —-— —
SOUTH -.063 -,066 -.160 -.157 -.106 -.085 -.044 -.063
(=2.41) (-2.53) (-2.70) (-2.56) (=1.18) (-0.91) (~0.65) (-1.96)
URBAN .054 .043 -.040 -.041 -.150 -.165 064 +058
(1.83) (1.48) (-0.29) (-0.30) (-0.62) (-0.67) (0.64) (1.70)
LOC_U .000 -.002 -.018 -.018 -.020 -.020 .008 .001
(0.08} (-0.41) (-1.45) (-1.43) (-1.33) (-1.33) (0.40) (0.13)
MAR -.028 -.026 .009 .009 -.041 -.034 .030 -.037
(-1.15) (-1.07) (0.18) (0.17) (-0.51) (-0.42) (0.33) (-1.26)
HISP 017 .028 —_— — — — — -—
(0.34) (0.57) —_— —— -— — — —
MEX — — .021 «022 — — — ——
-— — (0.39) (0.40) — — — —
PUERTO — — 045 041 — — _— ——
-— _— (0.52) (0.45) — — — —
BLACK -.022 -.020 —_— — — — — —

2 (-0.54) (-0.50) —_— —— _— _— _— -_—
Ra .08 .10 .08 .07 .01 .03 .14 .08
F 6.81 7.24 1.91 1.67 0.95 0.86 3.16 5.21
Number 353 963 155 155 85 85 154 654
Mean of

Dep. Var. 1.21 1.21 1.20 1.20 1.19 1.19 1.17 1.22
SD of
Dep. Var. .35 -35 31 .31 .31 ) 31 W4l 34

Note: Universe is young women not in school, 16 to 22 years old, employed as wage or
salary workers in civilian occupations in 1979. T-statistics are in parentheses.
3No observations.

20




171

(for men), the geographic variables (except LOC_U 1in the female
equations), and mattiagé (for men)--support our hypotheses. The unex-
pected findings include the negative relationship between in-school work
experience (SEXP) and wages, the lack of significance for the training
variables (except private ttﬁining for women), and statistical insignifi-
~ance in the fémale cohorts for occupational information and marriage.

Hispanic sample. The only variables that are statistically signifi-

cant in the positive direction for Hispanic men are post-school
experience, ptivate-segtOt and government-sector training, and being
married (Table 4). Variables negatively related to hourly wages include
the local area unemployment rate, residence in the South, and living
outside the United States at age fourteen. In-school work experience,
tenure on current job, occupativnal information, residence in an urban
area, and presence of language difficulties are all statistically
1naignificaﬁt. In the Mexican-origin equation for Young men, we find
essentially the same results with only a few variations—training is
ingignificant, increased tenure is associated with lower wages, and SOUTH
and FOR_l4 are {nsignificant.

We find it surprising that the education variables do not attain sta-
tistical significance. Only Hispanic men who have completed less than
nine years of schooling earn significantly less than high school grad-
uates, and that is true only in Model 1. However, one reason for this
result 1s the age range of the sample. Prior work has documented that
the early labor market effects of education may be substantially lower
than the measured effects of education in the longer run (see King,

1978). Por example, individuals with greater amounts of Jormal schooling
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may be more likely to become employed in occupations that invdlve rela-
tively large amounts of on-the-job training (OJT). Since the payoff to OJT
is not immediate (especially if the training is general), it will affect
the slope of the age-earnings profile, but will not be observable at a
single point in time. Thus, since we are dealing with a very young

cohort at only a single point, we may be seriously understating the long-
run labor market impact of education.l3

Both post-school training variables are significant determinants of
wages for the total sample of Hispanic men, but not for men of Mexican
origin. Blacks, however, do have early labor market gains frou private
sector training. Finally, we note in passing that marriage 18 associated
strongly with higher wages among all cohorts of men bnut patticuiarly so
among Hispanics.

We now turn our attention to the LNWAGE equations for young women
(Table 5). We note that many varialles are statistically significant in
the "total”™ equations——the education set, EXP and TEN (but, again, in-
school experience 18 associated with lower wages), TRCPVT, SOUTH, and
URBAN. It 1s particularly noteworthy in the tot3l runs that Hispanic
women do not earn significantly less than the entire sample, after
adjusting for differences in the independent variables. In fact, they
earn slightly more per hour than others.

When we compare the wage equations for Hispanic and Mexican-origin
women, we are able to notice differences between the members of these
groups. We note that one or more years of college is a significant deter-
minant of higher wages. However, few of the remaining variables attain

statistical significance. For example, dropping out of high school (ED
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9-~11) was a significant degetminant of lower wages only for blacks and
whites (leaving school before the ninth grade had negative repercussions
for the set of all Hispanics). Years of service with the current
employer (TEN) did attain significance for all Eispanics, but not for
blacks, whites, or Hispanics of Mexican origin. Total post=school
experience (EXP) was only significant for black and white women.
Residence in the South and high local area unemployment rates were signi-
ficantly related to lower wages for Hispanic women. Further, LOC U 1s
only significant in the Hispanic equations, indicating the dispropor-
ticnate burden Hispanic women bear when local demand conditions are
inadequate.

The policy variables of occupational knowledge (KWW) and post-~school
training programs were not found to be statistically significant deter~
minants of higher wages for Hispanics, although the coefficients in all
cases did carry tﬁe expected signs. Difficulties with the English
language and place of residence at age fourteen also failed to reach sta~

tistical significance.

Annual Wage and Salary Barnings (LNERN)

In this section we investigate the determinants of yearly earnings.
Since yearly earnings 1s the product of hourly wages and yearly hours of
work, any facztor that affects either will be a determinant of earnings.
Thus, this section draws on both labor 8upply aspects as well as ;he pre=~

vious gection on hourly wag:s.

Hours of work. Before proceeding with the LNERN regression

equations, it is instructive to cobserve how the components of yearly wage
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Table 6

Relationships of Hourly and Annual Earnings and Hours and Weeks Worked, by Cohort -

Young Men

Young Women

Hispanic  Black  White

Hispanic  Black

White

Mean Wage (dollars/hour) $4,20 § 4,08 §409
Mean Hours Worked Per Week 41,28 38.18 | 41,75
Mean Weeks Worked Per Year 40,43 B0 4.9
Mean Hours Worked Per Yeaf 1,680 1,43 1,807

Mean Yeatly Wage and Salary Incomed §7,054 $3,806 48,656

B2 9
%95 9.0
BA W2
L 1,299

$5,00 94,5

$3.58

36.57
41,82

1,53

§5,524

8Calculated from the product of wage (Hg and Hours Worked Per Year (H). The difference between the teported

value ond the actual wean {1.e., (1/n)}H * H} 1o the covartance of W and K.

LT



175

and salary earnings vary across the cohorts (Table 6). Here, as in the
LNWAGE case, Higspanics fall betwgen whites, who have the highest earn—
ings, and blacks, who have the lowest. 1In addition, we note that
Hispanics also fall between whites and blacks along the dimensioa of
total yearly hours worked. However, the differences among the cohorts in
terms of yearly hours is not uniform: Hispanic men and women work 93%
as many hours per year as do their white counterparts, while black uen
work only 837 as many hours as do Hispanic men, and black women work 90%
as many hours as Hispanic women. Thus, we find a larger percentage dif-
ference between the cohorts when we examine yearly earnings than 18 the
case for hourly earnings.

Total sample. As in the LNWAGE results for the total sample, the

education variables are strong and significant (Tables 7 and 8). Post-
school experience is significant, but 1EN reaches significance only for
young women, and in-schocl work experience narrowly reaches significance
in the equation for young men. Private sector training has a positive
impact for women, but neither training variable is q}gnificant for men.
The only remaining statistically significant variables ;n the female
equations are LOC U and MAR. .

In the equations for yocung men, we find that KWW is a significant
determinant of yearly income. In addition, men who are married are
likely to have higher income levels. Men residing in the South or in
high unemployment-rate areas earn significantly less than others. We
again note that black men and women have significantly lower yearly earn-
ings than the others in the sample—and that difference 18 of substan-

tial magnitude. Among Hispanics, however, such 18 not the case. While



Table 7

LNERN Regression Results for Young Men

Total Hispanic . Mexican Black White
Model 1 Model 2 Model 1 Molel 2 Model 1 Model 2

Constant 8.317 - £.322  9.185 9.205 9.134 9.225 7.655 3.343
(59.36) (59.01) (22.09) (21.95) (20.01) (20.13) (16.95) (49.62)
ED 0-8 -.456 ~.435 -.368 ~.383 -.343 -.293 -.790 -.357
(-4.51) (=4.21) (-2.36) (-2.17) (-1.81) (-1.38) (-3.00) (-2.64)
ED 9-11 -.293 ~.295 -.182 -.191 -.303 -.313 -.242 -.286
(=4.69) (=4.72) (-1.28) (-1.34) (-1.66) (~1.73) (-1.56) (=3.66)
ED 12 — — — — — — — -—
ED13+ 127 0129 -.024 -.043 .189 .128 .168 2126
(1.50) (1.52) (-0.10) (-0.18) (0.50) (0.34)  (0.43) (1.29)
SEXP .003 .003 .018 .017 .019 .017 .027 .002
(1.33) (1.29) (2.44) (2.39) (1.91) {(1.79) (2.56) (0.67)
EXP .033 .033 .039 .039 .038 .039 .079 .028
(12.08) (12.11) (6.59) (6.52) (5.63) (5.74) (6.95) (8.83)
TEN .000 .000 -.014 -.014 -.010 -.009 -.017 .001
(0.06) (0.03)  (-2.59) (-2.51) (-1.51) (-1.33) (1.70) (0.45)
TRCPVT 046 <045 .095 .100 .181 .210 .346 .006
(0.60) (0.60) (0.44) (0.46) (0.52) (0.61)  (1.43) (0.06)
TRCGVT -.065 -.061 -.062 -.071 -.302 -.305 .348 -.438
(=0.40) (=0.37) (-0.21) (=0.24) (-0.90) (=0.92) (1.40) (-1.65)
KWW .028 .027 .032 .035 .024 .026 .043 .027
(1.99) (1.95) (1.21) (1.30) (0.72) (0.81) (l.11) (1.59)
LANG — 146 — .204 —_— .250 —_— —
-— (1.23) — (1.08) — (1.13) — —_
SOUTH -.091 -.101 -.216 -.250 -.185 -.286 -.073 -.107
: (-1.63) (-1.78) (-1.66) (-1.78) (-1.21) (-1.73) (-0.46) (-1.55)
URBAN .062 064 435 -.432 -.573 -.563 -.116 -.069
(1.01) (1.14) (~1.60) (-1.58) (~1.81) (-1.79) (-0.57) (-1.06)
FOR 14 _— -.354 _— -.225 -— -.418 —_— —_—
- -_— (-2.03) — (-1.19) _— (-1.90) — -
LOC U -.028 -.028 -.076 -.081 -.105 -.117 -.059 -.022
- (~2.59) (-2.62) (-3.07) (-3.22) (-3.48) (-3.84) (-1.42) (-1.72)
MAR .181 .189 1242 .243 .348 2332 <344 .184
(2.74) (2.85) (1.82) (1.81) (2.21) (2.06) (1.37) (2.33)
HISP -.116 -.067 - — — — — —
(-1.13) (-0.62) - —_ — — -—- —
MEX _ — -.324 -.318 _— - -— -—
-— _— (-2.42) (-2.37) -— _— _ -—
PUERTO - —_ -.337 -.358 — —_— -_— -—
_— —_— (-1.81) (-1.91) -— -— — -—
BLACK -.368 -.376  — —_ -— — — -—

2 (-4.58) (~4.67) — —_ -_— -— — -
R .32 .32 .35 .35 40 40 A .27
F 29.78 26 .60 7.14 6.38 5.63 6.07 11.88 16.19
Number 927 927 174 174 113 113 207 546
Mean of

Dep. Var. 8.79 8.79 8.63 8.63 8.57 8.57 8.26 8.87
SD of
Dep. Var. .86 .86 .82 .82 .85 .85 1.23 .77

Note: Universe is young men not in school, 16 to 22 years old, employed as wage or salary
workers in civilian occupations in 1979. T-statistics are in parentheses.
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Table 8

LNERN Regression Results for Young Women

177

Total Hispanic Mexican Black White
Model 1 Model 2 Model 1 Model 2 Model I Model 2
Constant 8.159 8.159 7.159 7.121 7.977 7.971 6.956 8.311
(49.62)  (48.82) (12.41) (12.10) (9.81) (9.66) (15.08) (43.48)
ED 0-8 -.428 -.437 =.190 =.248 -.072 -.209 =.541
(-2.34) (=2.34) (-0.76) (-0.86) (-0.24) (-0.49) 2 (-2.28)
ED 9-11 -.350. =.340 .090 .097 «441 451 -.571 -.377
(-3.78) (-3.66) (0.43) (0.45) (1.45) (1.46) (-2.00) (=3.45)
ED 12 C—— —— — _— -— o —_— -—
ED 13+ .197 .197 .110 «120 -.169 -.153 .196 $237
(2.78) (2.77) (0.45) (3.49) (-0.50) (-0.44) (0.93) (2.89)
SEXP - .003 .003 .013 .012 .037 .037 .029 .000
(0.98) (1.05) (1.18) (1.14) (2.50) (2.47) (3.49) (0.06)
EXP .026 .026 .038 .038 .075 .075 .082 . 022
(8.89) (8.85) (3.72) (3.69) (3.41) (3.32) (5.46) (7.02)
TEN .007 .007 .009 .009 -.012 -.012 -.012 .007
(2.75) (2.76) (1.01) (0.97) (~0.66) (=0.64) (-N.91) (2.40)
TRCPVT 274 +279 «263 +265 .201 .218 «166 0274
(3.72) (3.78) (0.93) (0.93) {0.53) (0.56) (0.65) (3.31)
TRCGVT .088 .086 -.673 -.672 -1.069 -1.062 -.159 .323
(0.63) (0.61) (-1.80) (-1.78) (=2.70) (-2.64) (-0.70) (1.67)
KWW .000 .002 .058 ~ +063 .052 .056 .004 -.010
(0.00) (0.15) (1.47) (1.54) (0.96) (0.99) (0.10) (=-0.52)
LANG _— -.170 _— <200 — .227 —_ —
- (-1.26) — (0.70) —_— (0.48) —— ——
SOUTH .050 .051 -.114 -.105 -.399 -.383 011 .060
(0.80) (0.81) (-0.63) (0.57) (-1.83) (~1.50) (0.08) (0.82)
URBAN -.015 -.024 +445 o423 =-.359 381 .118 -.024
(-0.22) (-0.34) (1.11) (1.05) (-0.55) (-0.56) (0.46) (~0.31)
FOR_14 —_— .283 _— -.105 -— =-.034 —— -
—_— {1.26) — {0.38) — (-0.08) - -—-
LOC U -.038 -.040 -.055 -.055 -.068 -.072 - +019 -.042
(-2.90)  (-2.98) (-1.50) (-1.50) (~1.63) (=1.66) (0.38) (=2.75)
MAR -.194 -.194 -.180 -.175 =.417 -.403 -.236 -.200
(-3.38) (-3.38) (-1.08) (-1.04) (-1.86) (=1.76) (-1.17) (-3.05)
HISP -.002 -.017 —_— _— -— — —_— -—
(-0.02) (-0.15) _— -_— — -— -— —
MEX _— — .080 .102 —_— — —_— -—
- — (0.49) (0.60) —_ _— —_ ——
PUERTO —_— —- .140 .189 -— -— —_ —_—
—— —_— (0.54) (0.70) - — e -——
BLACK -.278 -.275 _— — — -— —_ —

2 (-2.86) (-2.83) _— -_— —- —-— -— -—
Ra 24 «24 .28 .27 .33 .31 «36 .23
F 18.77 16.72 4.50 3.95 3.92 3.32 7.58 13.97
Nuuber 851 851 139 139 77 77 138 574
Mean of

Dep. Var. 8.37 8.37 8.23 8.23 8.19 8.19 8.07 8.41
SD of
Dep. Var. .86 +86 .99 .99 .99 «99 1.16 .80

Note: Urivergse 1s young women not in school, 16 to 22
salary workers in civilian occupations in 1979.

2No obsgervations.

ERIC

IToxt Provided by ERI
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years old, employed as wage or
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Hispanics do earn less per year than the total sample, the difference 1is

not statistically significant.

Hispanic sample. As in the case of the LNWAGE runs, the education

‘ variables are not all significant, bt among men the relationship between
education and yearly earnings is much stronger than that between education
and hourly earnings. Both groups of male high school dropouts fare
significantly worse than their counterparts who completed high school.
(Among women, however, that relationship does mot hold.) 1In fact, among
all men (including the equations for blacks and whites) the high school
graduates were significantly better off financially. The experience-
measures are also fairly consistent across cohorts. In-school.expetience
(SEXP) 1s gemerally significant for men (except for white men) and, in
the nase of women., is significant for those of Mexican origin and for
blacks. The measure of post-school experience (EXP) 1s uniformly signi-
ficant across all equations for both sexes. On the other hand, TEN bears
a negative relationship to LNERN for Hispanic and black men and for
Mexican-origin and black women.

The training variables are not significant for either Hispanic men or
for Hispanic women. Indeed, government-sponsored training is associated
negatively with LNERN in the case of Hispanic males. Knowledge of the
World of Work is generally significant for Hispanics in general, but not
for those of Mexican origin. Language difficulties and foreign residence
at age fourteen are not statistically significant (except the latter in the
case of Mexican-origin men), but living in an urban area is negatively
related to income for Hispanic men. Hispanic men who reside in the South

earn less per year than other Hispanics, while only women of Mexican origin

\)
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show that relationship among the women in the sample. As expected, we
generally find a significant negative relationship between local-area
unemployment rates and earnings.

Among Hispanic men, we find that those of Mexican or Puerto Rican ori-
gin have significantly lcwer yearly earnings than do other Hispanics. For
women, however, that relationship does not hoid. Finally, we note that
married men in all cohorts have significantly higher yearly income than
nonmarried men. Among the set of married women, those of Mexican origin
and whites earn significantly less per year than their nonmarried counter-

parts.

The Role of Education

As explained above, our specification distinguishes education levels in
a breakdown of 0-8, 9-11, 12, and 13 or more years of education. With some
exceptions, most researchers specify models with years of education (ED),
expressed in continuous form.l4 1In order to prcvide some comparability
to other studies we estimate the models discussed above with ED as the
independent variable. The results are shown in Table 9. As can be geen
from the table, the estimates in most cases are significantly different
from zero at the 10% level.

The desired comparability is limited for a variety of reasons. First,
no two data sets and/or variable sets are constant across authors, given
their different objectives. Second, our sample is men and women of ages 16
to 22 years, which is rather unusual in current Rispanic research. Thus,
estimates from our sample of youth will differ from those of older (or even

full-age) samples. Third, and most important, we have estimated results
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Table 9

Rates of Return to Years of Education (percentages)ad

Men Women

Sample Model LNWAGE LNERN LNWAGE LNERN
Total 1 403 11'1 605 1302
2 4'0 1100 604 1306
Hispanic 1 2.5 6.1 3.3 4.8
2 1.7 6.6 3.2 5.0
Mexican 1 1.9 6.2 2.5 2.4d
2 1.5b 5.9 3.1 2.3d
Black 1 7.0 1908 906 2001
White 1 308 1000 701 1508

4Given an earnings equation of the form ln Yg = In Y, + rs, where Yg =
annual earnings of an individusl with s years of schooling, the coef-
ficient r may be int~ rpreted as the rate of return to schooling under
the following three assumptions: (1) the cost of a year of achooling =
foregone earnings in that year (i.e., direct costs are exactly offset by
in-school earnings); (2) r is constant over all individuals; and (3) r
is constant over years of schooling (i.e., marginal r = average r) (see
Beckzr and Chiswick, 1966; Leibowitz, 1976).

byot statistically significant at the 10% level.
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across all Spanish-origin groups under the generic term "Hispaniec.” Most
other studies, where sample sizes permit, break out such groups as Mexl!can,
Puerto Rican, Cuban, Central or Latin American, and other Hispanic. We are
only able to do this for Mexican. Table 10 presents a comparison of a
sampling of previous research.l3 As can be seen, our estimates fall close
to those listed in all cases except among men in the LNWAGE estimation. In
this case, our estimates lie considerably below those of both Reimers and
Borjas. As we have gtated before, since our sample is very young, the
effect of schooling on wages has not yét been fully realized. Thus, our

results probably do understate the rate ¢f return to education.

Intercohort Earnings Gap

In this section we wish to investigate further the observed hourly
and annual earnings diffetences'among the cohorts. A simple summary of
proportional wage and yearly earnings differences using unad justed mean
values of INWAGE and LSERN yields the results ip Table 11. .We note that
white men, on average, earn about 122 more per hour and 272 more per year
than do Hispanic men. White women surpass Hispanic women in earnings by
12 per hour and 20% per year. Comparing earnings of Hispanics and
blacks, we note that both male and female Hispanics earn about 4% more
per hour than do blacks, znd that the yearly differential increases to
452 and 172 for Hispanic men and women, respectively, over their black
counterparts.ib

In place of simple unadjusted mean earnings gaps, a more sophigsticated
analysis considers two additional factors: The earnings differences that

would exist 1f, first, both cohorts under consideration had the game’
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Table 10
Comparison of FRate of Return Estimates for LNWAGE and LNERN Models
(percentages)
Men . Women

Study Hispanic Mexican White Higpanic Mexican White
LIWAGE

Myers and King 1.7 1.5 - 3.8 3.2 3.1 7.1

Reimers (1980) 4.62 5.3 6.4 3.7 4.2 8.1

Borjas (1981) 3.22 2.7 —— — —_— -—
LNERN

Myers and King 6.6 5.9 10.0 5.0 2.3 15.8

Borjas (1981) 5.58 5.3 —_ —_— —

Carliner (1976) 5.9a 4.9 6.9 —_— - —_—

Tienda and Neidert 6.0-8.68a 6.2-7.7 — —— —_— -_—

(1981)

4The overall Hispanic estimate is calculated from the results for particular

T n n
Hispanic-origin groups. It is calculated as L wjey/ I wy, where ey 1s the
=17 = |

appropriate estimate and wjy is the sample size of each of n Hispanic-origin
groups. While there are some problems with this approach, it does allow for a
convenient summary.
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Table 11

Hourly and Annual Earnings Gaps among Hispanic, Black, and White Youth

White/Hispanic Hispanic/Black
Unad justed®  Adjustedd Unadjusted® Adjuscedd

LNWAGE

Men .116 .067 .041 .093

Women .010 : -.009 .041 .010
LNERN

Men 271 136 448 .650

Women 3197 3013 3176 "3069

AThe unad justed gap 18 calculated as el - l, vhere D = iA - ?B anduii
is the mean of the appropriate log earnings measure for group 1. Column

1 has D = Yy - Yg and column 2 has D = ¥y ~ ¥p,

bThe adjusted gaps are XH(bw - bH) and is(ba - bg) for columns 2 and 4
respectively.
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observed mean characteristics, and second, if both cohorts faced identical
structures. Thus, disparity in earnings may come from two Sources—
differences in distribution, and discrimination.l?

In Table 11 we calculate an unadjusted gap as a function of Y, - Yg,
where ?i ig the mean (in logs) of the appropriate earnings measure for
group 1. If Xy 18 a vectcr of mean characteristics of group 1 (1 = B for
Hispanics, B for blacks, and W for whites) and by 1s the corresponding
vector of regression coefficients, then we can write (via the normal
equations):

(1) ¥y = Xyby

§B = iBbB

Ty = Xyby,
Under the hypothesis that cohort A 18 being treated differently from
cohort B, we would like to know how their earnings would change if they were
treate! the same as cohort B——that is, what they would earn if they (cohort
A) faced B's wage structure. F¥For example, let cohort A be Hispanics end
cohort B be whites. If Hispanics faced the whitz wage structure they would
earn
2) Tg = Ty,
and the difference in earnings between what they earn and what they could
earn 1s given by
3 §H“’-fti"-(a(bv,z‘ by,
The difference between what whites actually earn and what Hispanics could
earn 18 given by
(4) Ty - ;fa = (Xy - )by,

The term in (3) reflects unequal rewards to like individuals (a measure of
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discrimination) and the term in (4) reflects equal rewards as applied to
unlike individuals (a measure of differences in distribution). Finally,
the "gap”™ can be reported in dual fashion as:
(5) _ Ty - Ty = (T - ) + (75 - Ta)

= Ry - Xgdby + Xa(dy - )

What we seek to explain is the white/Higpanic gap (as well as the
Hispanic/black gap) after the effects of differences in distributional
characteristics are removed. That which remains can be assumed to be an
upper limit of the extent of discriminatiorn :n enrnings. The “adjusted”
earnings gaps are alsc presented in Table 11.

We note from Table 11 that Hispanic males .ould carn about 7% more per
hour and 14X more per year if they faced the white male earnings :_ruc-
tures. To the extent that we can argue that discrimination is the reason
for differences in earnings structure, we can-use our calculated 7% hourly
wage differential as a measure of labor market discrimination against
Hispanic men. It 48 less clear whether we could use the 14% yearly dif-
ferential as a discrimination measuze, since that magnitude is a fusi~tion
of labor supply as well as hourly wages. Thus, we would have to have more
information regarding the reaséns for labor supply differences in that
case. When we investigate the adjusted female white/Hispanic earnings
gaps; we see that they are virtually nonexisfent. Our analysis therefore
implies that Hispanic women face no more labor market discrimination than
do white women.

We find that black men would be better off if they faced the Hispanic
wage and earnings structures. The Hispanic/black adjusted LNWAGE dif=-

ferential is about 92, and the yearly earnings difference is 65%. 1In
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other words, if black men‘faced the Hispanic earnings structure (a func-
tion of hourly earnings and labor supply), their annual earnings would
increase by 65%2.18 When we turn our attention to the young women, we
again see little difference in the caleculated wage gap——a 12 advantage
for Hispanic women with respect to black women. The yearly earnings dif-

ference, on the other hand, is about 72 in favor of black woaen. 19

SUMMARY AND CONCLUSIONS

Before adjusting for differences among the cohorts, we find Hispanics
falling between whites (at the high end) and blacks (at the low end) in
terms of hourly and yearly earnings. After adjusting for differences, we
continue to find Hispanics falling between whites and blacks, but closer
to the whites. When we look for differences between the cohorts, we find
education looming large. Among employed male Hispanic youth, almost
three-fifths are high school dropouts; among Nispanic women, over one-
third failed to complete high school.
| Turning to some generalizations regarding the determination of the
financial success of Hispanics, we find that the higher dropout rates of
Higpanices may be explained in part by the lower benefits of education for
Higpanic youth vis-a-vis blacks and whites. (That is, Hispanic high
school dropouta face lower market penalties than black and white drop-
outs, and Hispanic males who have attended college have lower returns
than blacks o: whites.) Reimers (1980) and Carliner (1976) also found
that Hispanics have lower rates of return to education than whites.
However, we do find that years of schooling play a fairly sizable role in

Hispanic earnings, especially the yearly measure of earnings.
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Our three measures of experienca have mixed results for the Hispanic
cohorts._ While post-school experience proves to be an important deter-
minant of earnings, months of service with the current employer has
little effect. In-school work experience has positive.effects in the
yearly earnings equations, but gshows little in the equation explaining
hourly earnings. Our two measures of post-school training have mixed
results. While the impact of training 1is generally small, it 4s a
significant determinant of hourly earnings for men (but not for Mexican—
origin men). Another factor-—the exﬁent of occupational knowledge
possessed by the respondent—is not generally significant except in the
analysis of yearly earnings.

The resuits of the geographic variables are generally in the expected
direction. Those residing in the South or in high tnemployment rate
areag do worse than others, while those in urban areas do not differ
significantly. Surprisingly, little evidence was found to show that
Higpanics with lauguage difficulties or whn were residing outside the
United States at age fourteen are any -morse off than their counterparts.
And, finally, we note that married men do have higher earnings (hourly
and yearly) than unmarried Hispanic men, other things equal.

In the analysis, we find that Hispanic males would earn about 7% more
per hour and 14% more per year if they faced the white male earnings
structures. To the extent that we can argue that discrimination {is the
reason for differences in earnings scfuctures. vWe can use the calculated
7% hourly wage differential as a measure of labor market discrimination .
against Hispanic males. When we investigate white/Hispanic earnings gaps

among the women, we find that they are virtually nonexistent. Our analy-
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sis therefore implies th..t Hispanic women face no mnre labor market
discrimination than do white women.

This study represents an attempt to highlight the labor wmarket posi-
tion of Hispanic youth in a broad context. The size of the task we sget
out to accomplish required the sacrifice of more detailed investigation
of many aspects. Nevertheless, some specific conclusions and recommen-
dations are possible.

We have shown that considerable difference in educational ettainment
exists. The reasons for this are unclear. A lack of equal opportunity
or access to 8schooling, inefficient or ineffective educational delivery
systems to Hispanics, or lack of incentives to invest in human capital on
the part of Hispanic youth would each contribute to the observed lower
educaticnal levels of Hispanics. Additionally, Hispanic immigrants are
likely to» have relatively fewer vears of education than natives, vhich
would cx. . srhate the educational differences between Hispanics and whites.
Ia any event, the issue of the disparity in educational attainment amnong
youth ought to occupy a high priority in futurae work.

Despite mixed results in our various measures of experience one
should not downplay the important role of work ezperience to labor amarket
guccess. The sometimes negative results of tenure may actually reflect a
lack of job wobility due to a lack of apportunities or labor mquet
information. That is, a certain amouat of "job hopping” may have benefi-
cial effects for young workers. Further, the results show that those
minorities (Hispanic and black) who gain experience by working while
enrolled in school are rewarded in terms of annual earnings, presumably

through their increased labor supply. This result, combined with the
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apparent need to increase levels of education of Hispanic youth, suggests
considerable potential for cooperative (work combined with schooling)

approaches to education, or at least indfcates the value of working while

in school.
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NOTES

1The median age for whites 1s 31.3 years, the median age for both
blacks and Hispanics is 23.2 years. Also, the under-1l5-years—of-age rate
is highest for Hispanics (322) and lowest for whites (21.3%). In addi-
tion, less than 52 of Hispanfcs in the United States are over 65 years of
age, while over 12% of whites are (1980 Census as reported in Scientific

American, Novewber 1981, p. 61).

2This pager 18 one chapter of a larger study of the labor market out-

comes of Hispanic youth (Myers et al., 1982).

3use of hourly earnings asla weasure is nuch "cleaner” econometri-
cally, since it does not involve the labor supply decision of hours
worked per year. That is, measures such as annual earnings are sensitive
to differences in hours and weeks of work, which are themselves dependent
upon hourly earnings. Nevertheless, an analysis of yearly earnings
generates much interest and folicy significance, since it is this magni-

tude that primarily determines living standards.
4See Borus et al. (1979) for a descriptive analysis of the NLS data.

5The measure of “Hispanié“ used ig this study comes from a two-part
identification. First, the tespondeng‘is asked to self-identify with one
of 15 ethnic origins, including Mexican--American, Chicano, Mexican,
Mexicano/Cuban, Cubano/Puerto Rican, Puertoriqueno, Boricuz/Latino,
Other Latin Americ2n, FPigpano, or Spanish descent. If the respondent
chooses one of the above, then he or she is coded as "Hispanic."” Second,
1f after this self-identification the respondent remains unclassified as
Hispanic, but reports that Spanish was spoken in his or her household

when the respondent "was a child,” and the surname corresponds to a
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Census-derived list of Spanish surnames, then the respondent is coded as
"Hispanic."” The remaining respondents are coded as blacks or "others.”
We have purged the "other” group of the non-Hispanic, nonblack, nonwhite

respondents to retain only a non-Hispanic white group.

6We calculate an adjusted annual earnings measure by multiplving the
respondent's usual hours of work per week by weeks worked in the past year
by average hourly earnings. Since the past-year reference period varies
among individuals (it is actually weeks worked from January 1, 1978, to
the interview date), we adjusted all periods to a 52-week base. For
example, if an individual worked 752 of all available weeks from 1/1/78,
to, say, 4/14/79 (the date of the interview), we count that person as
having worked 39 weeks (.75 x 52) in the past year.

7Por a discussion of the KWW ability relationship, see Parnes and
Rohen (1975), Griliches (1976), and Lazear (1977). Nevertheless, we are
unable here to separate the effects of occupational information from

those of ability.

8por the purposes of this report, residence outside the 50 states and
the District of Columbia 1s considered to be outside the United States,
even though areas such as Puerto Rico and Guam are U.S. commonwealths or

territories.

9All models were run with B_FOR, but are not reported here. In those
runs: (1) no coefficient except FOR 14 changed significantly, and
(2) B_FOR was rarely significant. Due to the high degree of collinearity,

we include only POR_14 and the expected sign is negative.

1°Samp1e gizes in the Mexican equations are already perilously low.

The most serious problem with small sample 8izes in models with a large
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number of independent variables 1is that standard errors become large and
statistical significance falls. The coefficient estimates remain

unbiased under classical assumptions on the error term.

111, should be noted that the base from which we calculate these
“"dropout tatesf is composed of nonenrolled individuals, 16 to 22 yvears of
age. Since we are excluding here those who are enrolled in school, the

dropout rate ig considerably higher than those calculated on a full age

sample. A /

1210 this paper we are using a £ .10 as our wmeasure of statistical‘
significance. When we use one-tailed tests (the hypothesized direction
of the variables are listed in Table 1), t-values of 1.28 or larger in
the expected direction are considered statistically significant. FPFor the
two—-tailed tests to be statistically gignificant, the absolute wvalue for

the t-statistic must be at least 1.64.

'3see Becker (1975), Mincer (1974), or Griliches (1976). Examples of
this phenomenon include apprentices in the building trades and graduate
teaching assistants, both of whom are trading off current wagesg for

current QJT and higher subsequent earning power.

l4Netdert and Tienda (1981) examine five different models of tiic
relationship between education and earnings for Hispanic males. They
find that while the linear (or continous education model) "provides the
best fit to the data,...the [other] models are superior for providing new

iﬂSights eee” (p. 16‘0) .

15The estimates presented were selected for,theit comparability to
our estimates and do not necessarily reflect the authors' fbest

estimate.” For example, Reimers (1980) offers eatimates corrected for
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selectivity bias, which we do not present. 1In every case, the estimate
for "Hispanic” 1is a weighted average of separate estimates on various

Hispanic-origin groups (e.g., Mexican, Puerto Rican, etc.).

16These high yearly differentials between Hispanics and blacks can be
seen in Table 6 as most directly related to relatively low average annual

hours worked.

17see Tienda (1981b) and Reimers (1980) for similar analyses.
Whereas Tienda investigates gaps in annual earnings, Reimers investigates
differences in log wages. Both have fuil-age samples, but Tienda analy-

zes only men.

185ee note 16. Note also from Table 7 the considerably greater
penalties to blacks than to Hisparics of dropping out of high school,

especially for ED 0-8 (-.368 for Hispanics, -.790 for blacks).

191t must be bornme in mind that this finding is not inconsistent with
the observation that Hispanic women earn more per hour a;d work more
annual hours than do their black counterparts. The earnings structure is
the result of a complex of interactions, ag>n§§eérabove. One factor we
note from comparing Hispanic and black female earnings regressions that
at least partly explains the 7% finding is that, in our sample, 15% of
Hispanic women completed less than 9 years of schooling, as compared to

OX for black women. Further, Hispanic women who completed only 0-8 years

of schooling earned 192 less per year, ceteris paribus, than Hispanic

women with a high school diploma.
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