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Anmong the many di sturbing | abor market trends in recent years,
the stagnation in the racial wage gap may be the nost di sheartening.
Race remmi ns America’ s nost persistent social and econom c disparity.
Many Anericans had been encouraged by the steady and significant bl ack
econom c progress since the second world war. The recent stagnation
chal l enges that optimsm Simlarly, the average econom c status of
Lati nos appears to be deteriorating at an even nore alarmng rate than
that of African-Anmericans.

Thi s paper describes the major trends that have inpacted on the

econom c position of African-Americans and Latinos. |In addition to
long termtrends which appear to be influenced nostly by skill related
factors, | also evaluate alternative explanations for the recent

stagnation in the economc position of mnority househol ds. These
expl anations include changi ng schooling, quality of students,
affirmative action, and rising wage inequality. In addition, the
unique role of immagration in altering the | abor market position of
Lati no workers is anal yzed.

This paper is organized into five sections. Section 1 sumari zes
long-termtrends in the relative econom c status of African-Anericans
and Latinos primarily using data obtained fromthe decennial U S
Censuses. The next section examnes in sone detail nore recent trends
across the last three decades using data fromthe yearly March Current
Popul ati on Surveys (CPS). The third section attenpts to summarize the

evi dence concerning the major forces that have been put forth as



primary candi dates for explaining these trends. These forces include
schooling, affirmative action enforcenent, and structural changes in
the |l abor market. Section 4 presents evidence on three special
immgration related issues that inpact on the | abor market perfornmance
of Hi spanics--1abor market quality, life-cycle assimlation, and
generational assimlation. While nost conparisons of relative
econom c status rely on incone or wages, there are other equally

rel evant indices of econom c resources. One of these neasures is
exam ned in section 5 which provides data on racial differences in

househol d weal t h.

Section 1- Long-Term Wage Trends

Since 1940, the American econony has enjoyed substantial economc
grow h, and inflation adjusted incones of all its citizens have risen
dramatically. For exanple, real incomes of white nmen expanded al nost
three-fold between 1940 and 1990. But this inprovenent was surpassed
by even nore rapid earnings growth anong bl ack nmen whose real incones
more than quadrupl ed over these 50 years.® Not only did the standard
of living of black nmen inproved as neasured agai nst earlier Black
generations, it rose relative to their white contenporaries.

Table 1 points to a very inpressive rise in the relative economc
status of black nen over this 50 year tinme span. |In 1940, the typica

bl ack mal e worker earned only 43 percent as much as his white

Thi s section updates Smith-Welch (1989) on long-termracial trends.
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counterpart. By 1990, the average black man in the | abor force earned
75 percent as nmuch as the typical white man

The pace at which bl acks were able to narrow the wage gap was far
fromuniform The | argest inprovenment occurred in the 1940s, but
advances sl owed considerably during the 1950s, when the narrow ng of
raci al wage disparities was nodest. The years after 1960 signaled a
return to nore rapid wage growth anong bl ack nmen. During both the
1960s and 1970s, the rise in black wages was nore than 10 percent
hi gher than for whites. After 1980, the pace of relative black | abor

mar ket progress slowed considerably, a topic to which | return bel ow

Table 1
Mnority Mal e Wages as a Percent of Wite Mal e Wages

Mnority G oup 1940 1950 1960 1970 1980 1990
Bl acks 43. 3 55.2 57.5 64. 4 72.6 74.5
Al Hi spanics 64. 2 73.8 70. 2 73.7 70.7 67.3
Mexi cans 55.6 71.3 70.0 70.1 68.0 63.0
Puerto Ri cans 82.9 71.5 61. 3 66. 7 66. 1 74.5
Cubans n. a. n. a. n. a. 75.6 82.8 86. 6
O her Hispanics 82.1 85. 4 82.3 82.7 77.6 71.9

Bl acks as a percent
of Hi spanics 67.4 74.8 81.9 87.4 1.03 1. 07

The extent of the inprovenent in the relative econom c status of
bl acks over these 50 years is inpressive. However, even in 1990,
bl ack nal e incomes still significantly |agged behind those of whites.

This last half century description of racial incone differences has



two nmessages. The first part of the story enphasizes that considerable
progress has been made in eradicating the wage gap between the races.

The second part recogni zes that even this progress has not elim nated
race as an inportant predicator of an individual's incone.

Table 1 also points to a remarkably constant H spanic wage gap
over the last 50 years. In 1990, for every dollar native white nen
earn, Latinos receive 67 cents, only slightly higher than the wage gap
of 1940. This aggregate stability, however, hides inportant changes
over tinme. For exanple, since 1970 there has been a steady
deterioration in the relative economc status of Latinos as their
wages fell by 16 percent conpared to white nen

The | ack of Hi spanic econom c progress is nost apparent when
conpared to blacks in the last Iine of Table 1. Sixty years ago,
bl ack men earned two-thirds as nuch as the average Latino worker. In
1990, bl acks actually out earn Hi spanics by 7 percent. One tale of
these two minorities is the significant progress achieved by bl ack nen
over the last half century. No such story of progress seens possible
for Latinos, who seemover the long termto have stagnated and, in
recent years, to have deteriorated. This sharp contrast between
Hi spani cs and bl acks suggests that forces unique to Hispanics-their
i mm grant status or their |anguage may have played a central role.
Wil e often | unped together into one class, there has al ways been
consi derabl e econom ¢ heterogeneity within the Latino popul ation

Anmong the maj or Latino subgroups, Mexicans have always fared the worse



economcally. In 1940, while the other Hi spanic ethnic groups were
bei ng paid nore than eighty cents on the dollar conpared to a native
white man, Mexican nmen were earning only 56 percent of white nen
During the 1940s, wages of Mexican nen rose sharply relative to the
white male majority. By 1950, the Mexican wage gap was 71 percent, a
ratio to which it stayed anchored for the next 20 years. After 1970,
however, Mexican rel ative wages declined steadily, expanding their

wage disparity to its highest level in over 40 years.

The Poor, the Affluent and the Mddle O ass

The issue of the distribution of this long-termlabor market
progress is addressed in Table 2. Building on the sinplicity of the
poverty line, | divided all workers into three wage cl asses--

poor, mddle class, and affluent.? Using this sinple three-way

Fromthe first attenpts to neasure poverty, debate has continued on
whet her poverty is an absolute or relative concept. To count the
poverty popul ation, | have adopted a m ddl e ground using el enments of
both absolute and relative definitions. It turns out that ny
definition also corresponds nore closely to people's notions of what
poverty neans. Wien asked in surveys over tinme about the incone
required not to be poor, the poverty threshold has increased roughly
fifty cents by every dollar increase in real inconme. Based on that
observation, ny definition of poverty increases the poverty threshold
i ncone by half a percent for every one percent growth in real incomne.

The setting of the initial poverty threshold is arbitrary. |
selected as the initial criteria an incone |level such that 11 percent
of white nmale earnings were poor in 1979. This poverty threshold was
then adjusted for any real income growh or contraction relative to
that year. M definition of the elite is asymmetric. To be a nenber
of the elite, one nust have a incone of 4/3 of the white nedian in
that year. See Smth-Welch (1989) for details.
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division, we can track overall |abor market trends with white nen as
our benchmarKk.

Com ng out of the depression, 31 percent of working white nen
had jobs that placed themin poverty in 1940. But the situation for
Bl acks and Latinos was far worse. |In 1940, by any definition, the
overwhel m ng majority of blacks were poor. Three quarters were
destitute, with little hope that their lot or even that of their
children woul d soon inprove. The snmall black mddle class in 1940
conprised only one in five black nen. At the other extrenme, the
econom c elite resenbl ed an exclusive white club. Simlarly, nore than
hal f of Latino men in 1940 worked in jobs that confined themwthin
t he ranks of the poor, and only one in three earned m ddl e cl ass
wages. Anmong Latinos, Mexicans fared the worst. Al nost two-thirds of
wor ki ng Mexi can nmen earned wages bel ow the poverty threshol d.

The subsequent changes have been dramatic. Driven by economc
growm h and inprovenents in the skills of the workforce, poverty rates
declined rapidly for the white male majority,® until only one in every
11 white workers fell below the poverty threshold in 1970. And al nost
two in every three white nmale workers earned m ddl e cl ass i ncones.
Unfortunately, this historic trend reversed during the 1970s and

1980s. The stagnant econom c conditions of those decades conbi ned

*Bet ween 1940 and 1970, nedi an white wages grew by 3.2 percent per
year, a growth that was fairly uniformacross the wage distribution
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Table 2
I ncone Group Status of Ml e Workers

1940 1950 1960 1970 1980 1990

Wiite Men

Poor 31 18 13 9 11 12
M ddl e d ass 38 59 63 65 61 60
Af f | uent 31 23 24 26 28 28
Bl ack Men

Poor 74 44 37 25 20 23
M ddl e d ass 22 51 58 68 67 64
Af f 1 uent 4 5 5 7 13 13
Hi spani ¢ Men

Poor 57 32 27 17 23 27
M ddl e d ass 34 61 66 75 66 62
Af fl uent 9 7 7 8 11 11
Mexi can Men

Poor 63 37 29 21 24 30
M ddl e d ass 31 57 64 70 65 60
Af f 1 uent 6 6 7 9 11 10
Puerto Rican Men

Poor 33 23 27 15 21 18
M ddl e d ass 49 71 70 80 70 69
Af fl uent 18 6 3 5 9 13
O her Hi spanics

Poor 45 19 18 13 21 24
M ddl e d ass 40 68 70 73 64 63
Af f 1 uent 15 13 12 14 15 13

wi th expandi ng wage inequality led both to an increase in both the
fraction of white nmen who were poor and those who were affl uent.

The real story of these 50 years was the energence of the black
and Latino mddle class, whose incone gains were real and substantial.

The growth in the size of the black m ddle class has been so



spectacul ar that as a group it outnunmbers the black poor. By 1990,
about two-thirds of blacks and Latinos had inconmes that net the
criteria for mddle class. In addition, the odds of a black nan
penetrating the ranks of the economc elite trebled. Unfortunately,
as was true for the white mgjority, these gains in poverty reduction
reversed (at a nore rapid rate) in recent years for the two mnority
groups. Since 1980, there was nore than a 10%increase in the

rel ati ve nunbers of Black and Latino working nmen. These nore recent

trends are examned in nore detail bel ow.

Trends in Education

A basic index of the skill workers bring with themto the |abor
mar ket is the nunber of years of schooling conpleted. Because Bl acks
and Latinos differ fromother workers in their schooling, education
should play a central role in explaining both Ievels and trends in
their wage gaps. It does. The A panels of Table 3 Iist nean years of
school i ng conpl eted for each of the major nmal e denographic groups. To
hi ghl i ght differences between the groups, the B panels of this table
summari ze education deficits of each group conpared to white nen

Not surprisingly, anong all groups, education |levels of each new
generation increased over these 50 years. While this secul ar
i nprovenent exists for nen of both races, Table 3 denonstrates that it
was nmuch sharper anmong bl ack nmen. Educational differences still

persi st between the races, but they are far | ess today than at any



time our history. |In 1990, the typical black male had 1.1 years |ess
schooling than the average white male. This education deficit
represented a steady and continuous decline fromthe racial difference
of 3.7 years in 1940. Since 1940, al nost three-quarters of the

educati on gap between the races had been elimnnated.*

Tabl e 3
Educati on Levels of Ml es

Cal endar Puerto Q her
Year Wi te Bl ack Hispanic Mexican Rican Cuban Hispanic

A.  Average Education Levels of Males

1990 13. 30 12. 19 10. 57 9. 97 11. 37 12. 28 11. 45
1980 12. 76 11. 37 10. 18 9. 57 10. 09 11.72 11. 37
1970 11. 84 9. 82 9.52 8.76 8.92 10. 75 10. 82
1960 10. 37 7.54 7.88 7.34 7.77 n. a. 9.94
1950 10. 23 6.71 6. 61 6. 08 7.73 n. a. 8. 07
1940 9. 48 5.74 5.95 5.34 7.95 n. a. 7.15

B. Education Deficits Conpared to Wiite Men

1990 - 0- 1.11 2.73 3.33 1.93 1.02 1.85
1980 - 0- 1.39 2.58 3.19 2.67 1.04 1.39
1970 - 0- 2.02 2.32 3.08 2.92 1.35 1.02
1960 - 0- 2.83 2. 49 3.03 2.60 n. a. 0. 43
1950 - 0- 3.52 3.62 4.15 2.50 n. a. 2.16
1940 - 0- 3.74 3.53 4.14 1.53 n. a. 2.33

The rate of secular inprovenent in Latino schooling was far
snmal | er and nore uneven. VWhile black nmen erased three quarters of

their educational disparity with white nen, Latinos were able to

*See Smith-Welch (1989) for a detailed anal ysis.
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elimnate only 27 percent of their initial 1940 deficit. 1In the
process, their education ranking was reversed. Hi spanics had a | ead of
one-fifth of a year of schooling over black nmen in 1940; by 1990,
bl ack nmen had nore than an one and one-half year schooling advant age.
The 1990 Hi spani c education gap with white nen was nearly two and a
half times as large as the racial schooling gap in that year

To understand reasons for these disparities, it is necessary to
di stingui sh anong Latinos those who are inmmgrants and those who are
native-born. Since inmgrants’ schooling is nmuch | ess than that of
native-born, secular trends in schooling can be quite sensitive to
swings in the size of immgration flows. Some insight into the centra
role of immgration is available from Table 4 which [ists H spanic
education levels (and their deficits with whites) by nativity and, for
the forei gn-born, by whether they were recent immigrants or not.°

Table 4 indicates that the changi ng conposition of recent
i mm gration alongside the increasing fraction of inmgrants within the
Lati no popul ation are two domi nant underlying trends. G ven the
better educational opportunities available in the United States
conpared to those in their home countries, it is not a surprise that
native-born nmen have nore schooling than their foreign-born
counterparts. However, the different secular trends for the native

and foreign born are nore surprising. Throughout the |ast half

>The cutoff point used to define recent immigrants is whether their
arrival into the United States took place within the last five years.

10



century, the education disparity between native born H spanics and
native born whites steadily narrowed. |In 1940, native-born white nen
had a 3.3 year schooling advantage conpared to U.S.-born Hispanics.
By 1990, 60 percent of this deficit had been elimnated, and U. S. born
Hi spanics trailed white men by 1.3 years.®

A far different picture energes anong the foreign born. Not only
are their disparities with white nen considerably |arger, there is no
| onger a story of uniformprogress. |In particular, since 1970, the
era of reversal in the aggregate data, the education gap for
foreign-born nen increased significantly. |ndeed, the nmean education
of foreign-born H spanic nen is little higher now than it was in 1970.
Conpared to native whites, the education deficit of foreign-born
H spanic workers rose from2.58 to 3.77 years, a relative
deterioration of nore than one year over the |ast two decades.

The force of these changes is nobst apparent anong recent

i mm grants, who represent a better index of the education of newy
arriving immgrants. During the |last 50 years, there has been a
steady deterioration in the relative education of new Latino
immgrants. In 1940, new Latino immgrants trailed native white nmen by
1.3 years; by 1990,the education deficit had risen to 4.3 years. The
increase in the education deficits of recent inmmgrants has

accel erated since 1970.

°Similar trends exist all Latino groups and especially for the
nunerical ly inmportant Mexican sub-popul ation.
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Tabl e 4
Mal e Hi spanic Years of Schooling Conpleted, by Nativity

1990 1980 1970 1960 1950 1940

A. Average Education Levels of Mles

Al Hi spanics 10. 57 10. 18 9. 37 7.88 6. 61 5.95
U S. born 11.98 10.93 9.80 8.18 7.04 6.18
For ei gn born 9. 36 9. 24 9. 26 7.17 5.24 5.27
1-5 years

in US. 8.96 8. 36 9.13 8. 47 n. a. 8.21
6 or nore

years in

u. S 9.50 9.56 9.33 6.75 n. a. 5.23

B. Education Deficits Conpared to Wiite Men

Al Hi spanics 2. 66 2.49 2.47 2.49 3.62 3.53
U.S. born 1.25 1.74 2.04 2.19 3.19 3.30
Forei gn born 3.77 3.43 2.58 3.20 4.99 4.21
1-5 years

in US. 4.27 4.31 2.71 1.90 n. a. 1.27
6 or nore
years
in US 3.73 3.11 2.51 3.62 n. a. 4.25

In sum the slowrate of Hi spanic educational progress |argely
reflects a changi ng conposition of the inmgrant workforce. First,
the rising fraction of inmgrants in the H spanic nale work force in
recent decades slowed the aggregate gains in Hi spanic schooling (since
the foreign born have | ess schooling than U S.-born Hi spanic).

I ncreasi ng nunbers of poorly educated Mexicans anong H spanic
i mmgrants al so served to | ower the schooling advances achi eved.
The aggregate education data for all Latinos raised an inportant

puzzl e that dis-aggregation by nativity has resolved. The puzzle was

12



best highlighted by a conparison of their |imted education gains with
the substantial gains achieved by blacks over the last 50 years. If we
limt our conparison to blacks and native born Latinos, the puzzle

di sappears. Both groups now show a substantial narrowi ng of their
education deficits with white nen. Latinos born here seemno | ess

abl e than blacks to inprove their educational position over tine.

Section 2-Recent Labor-Market Wage Trends

In a nunber of inportant ways, the long run historical trends
depi cted above did not continue during the last 25 years. In this
section, trends in weekly wages by year, race, ethnicity and gender
fromthe 1960s to the present are exam ned using the yearly March
Current Popul ation Surveys starting in 1962.

To set an overall context, Fig. 1 includes yearly trends in nmean
inflation adjusted weekly wages anong working white nen. Since they
remain the ‘majority’ group in the | abor market, white nmen provide an
i ndex of what was happening to average wages. As an approxi mati on,
secul ar trends can be separated into three periods. 1962-1973 were
years of real wage growh (1.6 % per year). Then followed, a sharp
decline until 1981 when the average real wage of white men fell by 14
percent. This fall was so steep that real wages in 1981 were only 3
percent higher than in 1962. Fortunately, the years since 1981 were
ones of recovery with real wages of white nen in 1996 15% hi gher than

at the 1981 trough (1% per year growh).
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Time series trends for other groups will in the first instance
mmc these trends anong white nen. However, our interest here centers
mai nly on departures fromthe white nale series. These departures are
best captured in Figure 2 which nmeasures yearly percent wage gaps for
all other denographic groups relative to wages of white nen.

Consider first working black nen. As was true for white nmen
real wages anong bl ack nen al so increased from 1962-1973, fell from
1973-1981, and then gradually rose to the present. However, the male
trends were far fromidentical between the races. |In particular
1962- 1976 were years during which the male racial wage gap declined
sharply fromover a 50% wage gap at the beginning of the period to
about 32% at the end. Then, relative progress ceased and nmay have
been put in reverse reaching a wage gap as high as 41% by 1986. G ven
the noise in the data, it is difficult to know with conplete
confi dence what has happened since, but a reasonabl e characterization
woul d be a nodest but steady narrow ng of the nmale racial wage.

Secul ar trends in the wage gap anong Latino nen could not be nore
different. Throughout the 1970s, the Latino nmale wage deficit with
white nen hel d steady at about 30%’ During the |ast two decades,

however, this wage gap has grown, reaching about 45% by the m d-1990s.°?

'CPS identification of Hispanic ethnicity began in 1971.

8 f we exami ne Mexicans alone, the trends are sinilar except that the
wage gap i s about 5-8% 1l arger than that observed for all Hispanics.
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Once again, a different pattern energes by gender. White female
wage gaps expanded fromthe early 1960s to the mi d-1970s--the sane
years when bl ack nmen enjoyed their |argest gains. The last twenty-five
years, however, witnessed a | ong sustained i nprovenent in the wage
position of working wonen. By 1997, the white femal e wage deficit was
about 50% conpared to a peak wage deficit of 73%in 1973.

Mai ntai ning the energing thenme, African-Anerican and Hi spanic
wonen exhi bit their own unique patterns. By far, the largest relative
wage gai ns were made by black wonen. The pace of early inprovenents
were staggering. During 1962-1973 when real wages anong white nen
increased by 17% real wage of black wonen expanded by 50% \Wile the
pace of relative inprovenent slowed thereafter, it continued at a
steady pace until the percent wage gap for black wonen reached about
50% conpared to initial levels alnost twice that big. |In contrast to
H spani ¢ nen, Hi spanic wonen di d experience sone rel ative wage gains,
but they were relatively small and confined to the 1970s.°

As denpnstrated in the previous section dealing with |onger-term
movenents, these recent trends may al so be due to sonme well -
establ i shed | abor market skill correlate such as schooling. Schooling
of workers changes only gradually as younger nore educated workers
repl ace those | ess educated workers who are retiring. Consequently,

| abor market conditions anbng younger workers may be a nore sensitive

°Simlar patterns with a slightly higher wage gap exists for Mexican
wonen
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baroneter of some of the forces |l eading to | abor market change. Wth
this in mnd, Figures 3 to 4 plot male mnority wage gaps with white
men in two schooling groups--those workers with exactly twel ve years
of schooling and those workers who are coll ege graduates. To
concentrate on the young, these wage gaps are di splayed anong workers
with 10 or fewer years of |abor market experience.

It is no surprise that male wage gaps are significantly smaller
wi t hi n educati on groups which sinply speaks to education’s always

powerful role as a wage predictor.*

Whil e sanpling variability plays
a nore inportant role after these stratifications are nade, one can
still characterize some trends with some confidence. Anmong high
school graduates, the nmale racial wage gap has one sharp v shaped
pattern; a steep fall starting in 1976, reaching a trough in the md
1980s, foll owed by a subsequent narrow ng of the racial wage gap.
However, despite these inpressive cycles, the endpoints are
essentially the same so that the high school racial wage gap was
basi cal | y unchanged over these thirty years.

Raci al trends anong col |l ege graduates are clearer. Starting with
arelatively large wage gap in the early 1960s, wages of black nale
col | ege graduates exploded until parity had al nbost been reached with

new white nmal e coll ege graduates by 1973. That parity woul d, however,

be short lived as the male racial wage gap anong col | ege grads

'n part this also results fromthe stratification by experience,
but it is nostly a consequence of the education stratification
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eventual |y expanded until alnmost comng full circle by the end of the
peri od.

An inportant pattern to note anong nmale Hi spanics is that their
Wi thin education wage deficits with white nmen (see Figure 3.b) are
consi derably smaller than the racial wage gaps displayed in Figure
3.a. This is another reflection of the general finding that after one
controls for a rather small list of standard vari abl es--schooling,
age, and English | anguage ability--there is little left that is
unexpl ai ned about the wage differences between Latinos and whites--a
statenent that one would clearly hesitate to nake about raci al
disparities. After controlling for schooling and English | anguage
ability, there is no discernible trend in the nmal e wage gap anong
Lati nos. An inplication of this relatively small and constant wi thin
schooling wage gap is that identifying the reasons underlying trends
in schooling and age may be enough to account for male Latino |abor
mar ket trends. But schooling and years of work experience do not
conprise a sufficient explanation when the subject turns to race.

Figure 4 contains the within schooling trends for younger womnen
conmpared to younger nen. As a reasonabl e generalization, anong al
denogr aphi ¢ sub-groups, wage gaps with younger white nmen narrowed in
bot h schooling classes. This indicates that relative schooling trends
by sex alone will not account for the narrow ng of gender wage
differences. Unlike race, the major discrimnating variable for wonen

is not schooling but rather increasing years of |abor force
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participation which had |lead to greater anmounts and quality of | abor
mar ket experience (Smith-Ward (1984)). Another point to note is that
the narrowi ng of the gender wage gap was generally nore pronounced
anong col | ege graduates. For exanple, while the tinme period begins
wi th hi gher wage gaps anong white femal e college grads, by the md
1990s, this ranking had reversed and the gender wage deficit was
greatest anong white high school graduates.

To this point, all wage conparisons have relied on nmean wages
across denographic groups. A reliance solely on neans is always
probl ematic, but never nore so than during the years that we are
exam ni ng. What ever was happening to differences anong these
denogr aphi c groups, the major |abor market action actually lies
el sewhere. During these years, the overriding structural adjustnent
in the |abor market was the rapidly expandi ng increase in wage
inequality. This increase was dranmati c even anong white nmen and can be
sunmari zed by a sinple rule of thunb--the lower the initial wage or
skill the smaller the subsequent wage growth that took place.
Conbined with the fact that nedian wages were relatively flat during
nmost of this period, the end result was that workers bel ow t he nedi an
experi enced real wage | osses while those above the nmedi an had real
wage gains. Wiile this structural adjustnment was at its core not a
racial or ethnic issue, the inplications of the structural change were

decidedly not racial or ethnic neutral.
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One glinpse of its legacy is illustrated in Table 5 which
parallels Table 2 by dividing workers into 3 groups--the poor, mddle

class and affluent--based on their wages '

Especially for wonen, this
trichotonmy is not equivalent to poverty statistics in the conventiona
sense. Poverty thresholds are based on famly inconmes (with
equi val ence scale adjustnents for famly conposition and size) while
ny separation are based on own wages only. M distinctions are sinply
a separation into three wage cl asses to determ ne where different
denographi c groups end up in the wage hierarchy and how t hat
separation has changed over tine.

In addition to endpoints, data are presented at 9 year intervals
in Table 5. The dom nant trend anong white nmen is not any increased
i mpoverishment at the bottom but rather a sharp growth in the
fraction of workers | abeled “affluent.” By 1997, nore than one in
three white mal e workers were affluent conpared to one-in-every-four
in 1962. Using these thresholds, the relative decline in mddle class
workers revealed in Table 5 was due to an increasing fraction of
affl uent workers rather than any expansion in the ranks of the poor.

Qur central interest centers on the relative status of the other
groups. The principal gains made in reductions in the ranks of poor
wor ki ng African-American nen was concentrated in the ten years between

1962 and 1973. Thereafter, the era of stagnation took over with bl ack

! Data are normalized so that 11% of white working men are defined
as poor in 1979. Sinmilar rules as those contained in footnote 1 were
used to set the other threshold val ues.
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I ncome G oup Status of Wrkers

Table 5

1962 1973 1982 1991 1997

Wiite Men

Poor 10 11 12 12 12

M ddl e C ass 66 62 57 55 54

Af f | uent 24 27 31 33 34
Bl ack Men

Poor 26 17 17 19 16

M ddl e C ass 70 75 70 65 65

Af fl uent 4 8 13 16 19
Hi spani ¢ Men

Poor NA 14 14 17 17

M ddl e O ass NA 66 72 70 69

Af f | uent NA 10 14 13 14
Mexi can Men

Poor NA 15 14 19 18

M ddl e C ass NA 75 71 70 70

Af f 1 uent NA 8 15 11 12
Whit e Wonen

Poor 32 31 30 25 23

M ddl e O ass 65 66 66 64 62

Af fl uent 3 3 4 11 15
Bl ack Wonen

Poor 60 34 30 27 24

M ddl e C ass 39 63 67 65 65

Af f | uent 1 3 3 8 10
Hi spani ¢ Wonen

Poor NA 31 30 31 28

M ddl e O ass NA 68 67 67 65

Af fl uent NA 1 3 6 7
Mexi can Wonen

Poor NA 39 29 34 31

M ddl e C ass NA 60 68 61 63

Af fl uent NA 1 3 5 6
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mal e poverty rates essentially the same in 1997 as they were 25 years
earlier. However, not all was stagnant in the econom c status of the
bl ack community. In the 35 years spanned by the data in Table 5,
there was alnost a quintupling in relative nunbers of black male

wor kers whom | | abel affluent. Unlike the working poverty series, this
trend anong the black affluent shows no sign of any abatenent.

G owi ng nunbers of African-Anerican nmal e workers have not only entered
the m ddl e cl ass--they have gone right past it.

In much nuted form simlar trends exist for H spanic nmen. Anpng
bot h Hi spani c and Mexi can nen, the fraction poor drifted upward over
this period. Sinultaneously, the proportion of Latino men classified
as affluent rose although in contrast to African-American nmen, this
entry into the ranks of the affluent was conpleted by the early 1980s.

The division in Table 5 using wages nust be interpreted with even
nmore care when we turn to wonmen. Many wonen whose own wages nay be
low live in famlies with relatively high incones. These wonen woul d
not be classified as poor in any welfare sense. Yet, it is still of
interest to exam ne how they rank based solely on their own wages
al one. Since many wonen are only working part tine, nuch | arger
fractions of them had weekly wages placing themin the poor jobs while
only a relative handful are able to join the ranks of the affluent.
The division into these three groups changed little for white wonen
until the early 1980s. Thereafter, there has been a rapid fall in the

fraction of white wonen in ‘poor’ jobs, and an even nore inpressive
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junp in their participation in the elite class. 1In contrast, the
drama anong bl ack wonen took place during the 1960s when their
representation anong the poor was alnost cut in half. At a much
reduced pace, these inprovenents for black wonmen have continued. In
1997, one-in-four African-Anmerican wonmen have weekly wages cl assifying
t hem as poor conpared to 6 in 10 in the early 1960s. |In contrast, the
changes for Latinas is nodest--a slight reduction in the fraction poor
al ongsi de a nore pronounced increase in their proportions anong the
elite.

One nust be inpressed by the diversity in secular wage trends
anmong these different mnority group workers. Not only did the size of
their wage gaps with white nen change at quite different rates, but
t he periods during which major changes occurred are all over the map.
A single factor, comon in timng to all groups, apparently will not
explain all the |arge changes that have been taking place during the
| ast few decades in the structure of wages across these denographic

groups.

Section 3- Explaining Recent Wage Trends

To this point, | have nostly presented facts that need to be
expl ai ned. How can such an extraordinary diverse set of relative wage
trends across groups be explained? Initially, I wll divide the
potential explanations into four categories--differences in schooling,

changing quality of mnority students, affirmative action, and
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structural |abor market changes especially rising wage inequality.

For wonen, this set will clearly not be sufficient and I nust add a
fifth--the increased entry of wonen into the | abor market and the
growi ng amounts of |abor market experience that go along with it.
Finally, additional issues related to their inmmgrant status arise
when the subject turns to Latinos, but these are addressed in Section

4.

Recent Trends in Education

No di scussion of trends in the wage gap proceeds very far w thout
addressing the role of schooling. Figs. 5 and 6 plot education
deficits of each denographic group with white nmen. Schooling
differences still persist between the races, but they are far | ess now
than at any time in our history. Fig. 5 a shows the education deficit
of black nmal e workers steadily declined froma nore than two year
schooling deficit, plateauing at one-half year of schooling by the md
1990s. If these schooling trends are conpared with trends in the male
raci al wage gap, the issue is not the early years when the two
seri es(wage gap and schooling deficit) noved in | ockstep. Rather, the
anomaly involves the |ast twenty years when schooling deficits
continued to narrow while male racial wage gaps stagnated.

If only younger male workers are exam ned (Fig. 5.b), there took
pl ace a steady narrow ng of schooling deficits in the 20 years between

1962-1982. Throughout this century, schooling has been the engi ne of
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bl ack econom c progress, but educational progress for nmen stopped
abruptly in the 1980's when the schooling gap of young bl ack mal e

wor kers remai ned constant at about one-half a year. The 1980's and
1990s cohorts represent the first generation of black workers who have
not | owered schooling gaps with white workers. This end of racial
progress is not due to growi ng nunbers of black high school dropouts
as the fraction of high school dropouts continued to fall in the
1980's. The problemlies in the transition from high school to
col l ege, where black nmen are no nore likely to make that transition
now t han 15 years ago.

These trends could not be any nore different anong Latino
wor kers. For both all male workers and those who are relatively new to
the | abor force, their schooling gap with white workers has renmai ned
constant at over two years. Since black workers were steadily closing
their deficits, by the md 1990s, the typical H spanic worker trailed
hi s black counterpart by about two years of schooling.

In the tine period under exam nation, there were never |arge
differences in average schooling of white male and fenal e workers
(Fig. 6.a). Gender disparities in schooling anong workers depends both
on underlying education trends in the full population as well as in
trends in female | abor force participation rates across schooling
cl asses. For both reasons, anmpbng workers, white male schooling
actually rose faster than white females until after the early 1980s

(see Smith-Ward (1984)). Then, white fermale workers took the | ead
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until they reclaimed their traditional educational advantage wth
white nmen. This resurgence stens fromnore rapid educati on gai ns anong
wonen conpared to nmen; gains that were reinforced by nore rapid gains
in labor force participation rates anong nore educated wonen.
Paralleling their rapid rel ati ve wage advances, black femal e workers
steadily narrowed their education disparity with white nen. It is a
remar kabl e point in American history that at |east anobng young

wor kers, there are now essentially no differences in schooling between
white nen and bl ack wonen. Finally, Latinas did somewhat better than
their male counterparts in that they slightly narrowed their schooling
gaps with white nen.

To sum up, what role can changi ng education disparities play in
accounting for changi ng wage di sparities across these denographic
groups over the |ast few decades? Until the m d-1970s, schooling
continued to assume its historical role as the primary determ nant of
the mal e raci al wage gap. However, mal e education differences by race
cannot account for the timng and magni tude of the racial stagnation
of the last twenty-five years. Nor can schooling account for the
i npressive narrow ng of the gender wage gap of the |ast few decades.
However, the stagnation and decline in Latino wages relative to
native-born whites is consistent with the apparent |ack of relative
educati on progress of the average Latino worker. The adjective

‘apparent’ is necessary since the absence of progress is nostly due to
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a conpositional effect of the addition of new Latino inmgrants with
| ow | evel s of schooling.
Achi evement Scores

One possi bl e explanation for the recent stagnation in black |abor
mar ket gai ns, especially anong bl ack nen, that fortunately can be
dism ssed is that their |abor force quality has been falling. The
origins of any such decline presumably would lie in the schools. |If
the quality of mnority students was falling, this would eventually
show up as |ower wages in the |abor market. In spite of w despread
and legitimte concerns that the quality of contenporary schooling for
mnority students was |low and falling, achievenent data tell a
different story. For exanple, Table 7 docunents a persistent
i nprovenent in the achi evenent of black high school students conpared
to those of whites. No matter whether we | ook at reading or math,
whi te achi evenment scores of 17-year-olds have drifted only slightly
upward across the last two decades. |In contrast, black scores have
consistently inproved, and the racial gap has narrowed consi derably.
To cite exanples, 45 (33) percent of the racial gap in reading
proficiency (math) of 17-year-olds has been erased since 1971.

This racial inprovenent is not due to the dropout of |ess able
bl ack students who end up not taking the exam Test scores are also
presented for 13-year-olds where high school dropouts are not an

i ssue. Across both math, reading and science, the achi evenent gap by
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Table 7
Achi evenent Scores of H gh School Students

Proficiency in

Readi ng 1971 1980 1984 1990 1996
White 13 yr old 261 264 263 262 267
Bl ack 13 yr old 222 233 236 242 236
Hi spanic 13 yr old -- 237 240 238 240
White 17 yr old 291 293 295 297 294
Bl ack 17 yr old 239 243 264 267 265
H spanic 17 yr old -- 261 268 275 265
Percent of students rated

adept at reading 1971 1980 1984 1990 1996
Wiite 43.2 43.3 46. 3 50.1 45.1
Bl ack 7.7 7.1 16. 2 16.9 18.0
Hi spanic -- 16.5 21.2 27.1 20.0
Sci ence 1973 1977 1986 1990 1996
Wiite 13 yr old 263 256 257 264 266
Bl ack 13 yr old 205 208 221 226 226
H spanic 13 yr old -- 213 226 232 232
Wiite 17 yr old 304 298 298 301 307
Bl ack 17 yr old 250 240 253 253 260
H spanic 17 yr old -- 262 259 262 269
Mat henati cs 1973 1978 1986 1990 1996
Wiite 13 yr old 274 272 274 276 281
Bl ack 13 yr old 228 230 249 249 252
H spanic 13 yr old 239 238 254 255 256
Wiite 17 yr old 310 306 308 310 313
Bl ack 17 yr old 270 268 279 289 286
H spanic 17 yr old 277 276 283 284 292

SAT scores of coll ege-
bound seni ors

1976 1980 1990 1995
Ver bal
Wi te 451 442 442 448
Bl ack 332 330 352 356
Mexi can- Amer i cans 371 372 380 376
Mat henati cs
Wi te 493 482 491 498
Bl ack 354 360 385 388
Mexi can- Amer i cans 410 413 429 426

SOURCE: Trends in Acadenic Progress, National Center for Education Statistics:
Education Testing Service, 1991.
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race anong 13-year-olds has al so been narrowing. Simlar evidence of a
narrowi ng i n schol astic achi evenent by race can be obtai ned from SAT
scores of coll ege bound seniors.

Monitoring trends in student achievenent is far nore difficult
anong Hi spanics due to the possible contam nation in trend caused by
the continuing influx of newinmmgrants. |f these new inmmgrants
performless well in these tests, average Hi spanic scores may decline
wi t hout any change in ability of any Latino students. In spite of
this potential problem achievenent scores of Hi spanic students al so
i nproved relative to non-Hi spanic whites, albeit at a slower rate of

secul ar gain than bl ack students enjoyed.

Affirmative Action

What is the evidence on the |ast three decades of affirmative
action enforcenent on the economi c position of mnorities? Overall
the evidence is m xed with nuch nore consensus on enpl oynent effects
t han on wages and di sagreenents on the exact timng and sustainability
of inpacts.

On one issue there appears nowto be little anbiguity. There is
abundant evidence that affirmative action changed where bl ack nen and
wonren wor ked and the jobs they were able to obtain especially in the
late 1960's and early 1970's ((Chay (1998), Donahue and Heckman
(1991), Hol zer and Neumark (1999), Snmith and Welch (1984)). |If
affirmati ve action was effective, mnority representati on should have

expanded nore anong firnms required to report to EECC. Since they have

28



more to | ose, the greatest gains in enploynent should al so occur anpong
federal contractors. Finally, the largest mnority gains should be
detected within professional and nmanagerial jobs.

The accumul ati ve evi dence shows these types of enpl oynent
effects. For exanple, Smth and Wl ch (1984) conpared tinme series
changes in mnority enploynment by whether firns were covered by EEOCC
and by whether the firmwas a federal contractor. They show that
bl ack men were 8%l ess likely than white nmen to work in covered firns
in 1966. By 1980, however, black nmen were 26 percent nore likely to
work in EEOC-reporting firms. Adding to the suspicion that these were
affirmative action-induced changes, these enmploynent shifts were
dom nated by firns that were federal contractors.

As | arge as these increases in total enploynent seem they pale
next to changes within the professional jobs. Black male
professionals were 41 percent less likely than white professionals to
work in covered firms in 1966. By 1980, black mal e professionals were
equally likely to be found in covered firns. A critical issue relates
to the timng of effects. The |argest enploynent changes for nen
occurred between 1966 and 1970(the first four years of required
reporting). After 1974, there was little further change in the
| ocation of black mal e enpl oyment by EECC cover age.

Changes in the sectoral |ocation of enploynment were even nore
dramati c and enduring anmong bl ack wonen. In 1966, black wonen were 9

percent less likely than white nen to be enployed in the covered
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sector. By 1980, they were 54% nore likely than white nen to work in
the covered sector. Once again, the relocation was nore pronounced
for officials and managers--39 percent less likely in covered

enpl oyment in 1966; 54% nore |ikely by 1980. Conpared to these raci al
differences, there was a slight expansion in enploynent of white wonen
(and officials and managers) in covered EECC enpl oynment. Many cleri cal
jobs that had been traditionally held by white wonen in the covered
sector now were held instead by African-Anmeri can wonen.

In sum Smth and Wl ch (1984) denobnstrate that the enpl oynent
effects of affirmative action differ between black wonmen and bl ack
men. For men, there was a very rapid increase in demand for bl ack
wor kers that appears to be been |argely conpleted in stock terns by
1974. For bl ack wonen, the increase in demand was even |arger and it
persi sted throughout the 1970s.

Thi s evidence on enploynent effects is supported in other
studi es. For exanple, Chay (1998) analyzes the effects of the 1972
expansi on of EECC coverage to enployers with 15-24 enpl oyees and finds
that there were shifts in enploynent favoring black workers foll ow ng
this expansion in coverage, particularly in the South (where prior
state laws did not exist which covered such firnms). Simlarly, in an
i nportant paper, Heckman and Paynor (1989) denonstrated that 1965 was
a year of an extrenely sharp break in the enpl oynent of black nmen and
wonren in the textile industry in South Carolina. This break was so

severe and its timng so precise that there is no other plausible
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expl anati on except that it was the consequence of the passage of the
civil rights act of 1964.

The wage effects that one can assign to affirmative action are
far nmore controversial and uncertain. However, the rapidity and
magni tude of the increases in black male and fenal e wages during the
| ate 1960s and early 1970s can not be easily explained by the nore
slow y evol ving changes in the skill distributions between the races.
For exanple, the case that affirmative action pressures that lead to
the shifts in enploynment contributed to black nmal e wages rel ative
gains in the |ate 1960s and early 1970s is a strong one. For simlar
reasons, the case is even stronger that affirmative action played an
inportant role in the extraordi nary wage gai ns enjoyed by black wonen
t hr oughout the | ate 1960s and 1970s.

Did cutbacks in affirmative action resources and pressures al so
account for the recent |abor market stagnation especially for black
men?'? Sone feel that affirmative action is the likely culprit beyond
recent bl ack econom ¢ stagnati on because these policies were
significantly changed in the 1980's (see Table 8). EEOC resources
were indeed cut during this period. EEOC inflation-adjusted budgets
grew al nost 15 percent per year during the 1970's. Wile there was
some slowdown in the last half of the decade, constant dollar EECC

budgets expanded by 7 percent per year during the Carter

Thi s section draws upon and extends Smith (1993).
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adm ni stration, and al nost 1400 budgeted positions were added to the

agency (a growm h of 50 percent) between 1976 and 1980.

Table 8
Summary Statistics for EEOCC

Budget @ Char ges
Year ($1000) Posi ti ons? Resol ved® Lawsui t s@
1966 16, 098 314 6, 400 NA
1970 55, 428 780 8, 480 NA
1975 164, 319 2,384 62, 300 180
1980 242,829 3,777 49, 225 326
1985 244,113 3, 107 46, 411
1991 237,954 2,796 45, 442 495
1995 244,998 2,813 54, 464 318
1997 239, 740 2,586 62, 533 296

Budget in 1997 doll ars.

aSource for 1995 and 1997 data: A Sunmary of Enforcenent Data and
Budget and Staffing Information for the U S. Equal Opportunity
Conmi ssi on. Personal communi cation, Septenber 1998.

bSource: A Title VIl of the Givil Rights Act of 1964 Charges
FY 1991-1997. From Enforcenent Data at EEOC=s website.

There is no question that the Reagan era wi tnessed an abrupt end
to the growmh in resources that would have taken place. EEQCC constant
dol | ar budgets actually fell during this period, and the nunber of
positions declined by al nost one thousand. Two presidents |later there
has been virtually no resource recovery.

And as EEQCC resources and personnel fell during the 1980's, so
di d nmeasurabl e outputs. The sharp break in the 1980's was not so nuch
in the total anpbunt of activity, but in its conposition and the
resources avail abl e per case. Spurred by the passage of the age
discrimnation act in 1979, age cane into its own during this decade.
Starting with only 14 cases in the year after passage of the act, the

nunber of age cases rose at an astoni shing pace to over thirty
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t housand by 1992. Even without this explosion in age rel ated charges,
the significance of race was decli ning. By 1992, only 40 percent of
all cases involved race issues conpared to 85 percent of all charges
in 1970. During the 1990s, the new conpetitor for enforcemnent
resources were cases related to the passage of disability | aws.

Conbi ned age and disability cases now account for 20% nore cases than
t hose associated with race.

Table 9
EEQCC Acti onabl e Charges?®

Year Race Sex Age Disability
1965 0 0 0 0
1966 3,254 2,053 0 0
1970 11, 806 3,572 0 0
1975 33,174 20, 205 0 0
1980 44, 436 28,171 14 0
1986 47, 264 30, 576 23, 142 0
1992 49, 309 41, 314 30, 064 0
1995 50, 879 48, 923 28, 858 34, 282

®Prior to 1995, this series was called "Actionable
Charges" and taken from EECC Annual Reports. Subsequently
this data is from"Fiscal Year Charge Receipts by Ceo-
graphi ¢ Regi on EECC and FEP Agencies," EEOC Annual Report.

The declining inportance of race in the EECC s agenda reflects a
nmore general dilution of race as this country's core civil rights
concern. Since 1965, the road to equal rights becane very crowded.
The quest for racial justice was the clear noral force behind the 1965
civil rights act with wonen added in an unsuccessful attenpt to
scuttle the legislation. Subsequently, H spanics began to rival
bl acks in political clout, and protected mnority group status was

extended to nmen over forty, those with a disability, and gays. The
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end result is that nore than three quarters of today’'s |abor force
enjoy protected minority group status. Blacks are now a mnority in
the protected mnority class which itself represents the majority.

Trends in the courts reinforce these changes at the EECC. 1In the
early years, plaintiffs in enploynent discrimnation cases were the
clear winners in the courtroombattles, winning twice as often as
def endants did. The odds quickly began to shift throughout the 1970's
and 1980's, until firms now win three tinmes as many cases as
plaintiffs. Not only were the odds shifting in the courtroom but one
of the nost potent weapons in discrimnation cases was steadily
falling into disuse. A firms potential financial cost froma
discrimnation |lawsuit was substantially magnified when an indivi dual
conplaint was filed as typical of an entire class of workers. In
1971, one in every four enploynent discrimnation cases becanme cl ass-
action. Today, |ess than one in every 200 cases are class-action.

The fact that affirmative action did affect black enploynent in
the 1970's and that policy changed so dramatically in the 1980's nakes
it easy to understand why affirmati ve action retrenchnment may al so
have been responsible for the racial wage stagnation in the 1980's.
Wiile it is plausible, it turns out to be incorrect. The main problem
is that the timng of the wage stagnation had little connection to the
timng of the affirmatives action cutbacks. For exanple, Figure 2a
shows that the stagnation in aggregate black nmal e wages began in 1977

and remai ned so during the Carter years when EECC resources were
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expandi ng rapidly. |Indeed anong nmal e hi gh school graduates (Figure
3.b), the large bulk of the decline in the racial wage gap took place
during the EECC surge in resources. Anong col |l ege graduates, the |arge
decline in the nmale racial wage gap appears to taken place well after
t he cutback in EECC resources.

During the initial phases of affirmative action, there was a
remar kabl e surge in the incones of young coll ege educated black nen to
al nost conpl ete wage parity. There is little question that this was
an affirmative action-induced benefit. First, the sharp accel eration
in black mal e wage gains during the late 1960's and early 1970's
coincided with the large affirmative action-induced enpl oynent effects
that we tal ked about earlier as blacks noved in | arge nunbers into the
covered sector. Second, the wage gains blacks achi eved during these
years are sinply too large to be explained by the nore slowy
evol ving historical process of racial skill convergence. This was,
however, an epheneral benefit as early wage gains exaggerate the
permanent affirmative acti on wage effect. For col | ege graduat es,
this erosion marked both decades until we had roughly cone full circle
with a wage deficit in 1997 little different than that for which we

Way did the early male gains fromaffirmative action not persist?
By the m d-1970's, the | abor market adjustnment to affirmative action
had | argely taken place. Affirmative action caused many nore bl ack nen
to be enployed in the EECC-covered sector. But this adjustnent was

largely finished by the md-1970's, so that there was little
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addi tional reason for these firns to disproportionately hire black
men. In addition, the black mal e supply response was rapid and | arge.
In the ten years after 1967, the nunber of black nale college grads in
the work force had nore than doubled while the increase in the nunber
of white college workers was less than half as large. There were now
a lot nore coll ege-educated bl acks. This |arge supply response had two
effects. First, it directly produced a falloff in relative black male
col | ege wages anong new entrants. But it also eventually eradicated
the initial wage benefit received by the generation of black college
graduates nost favorably influenced by affirmative action.

Anot her difficulty in assigning a significant wage role to
affirmative action is that many ot her confounding forces were at work
that could have altered the racial wage gap. In particular, the |abor
mar ket was goi ng through a major structural shift--a shift that was
extrenely unfavorable to mnority workers.

Ri si ng W\age I nequality

This structural shift involved the substantial w dening of wage
di spersi on (Juhn, Mirphy, and Pierce, 1991). Since, as a first
approxi mati on during the 1960s, distributions shifted up down in nore
or less uniformways, until the md-1970s, it was safe to conpare
groups based on neans or nedians alone. Now, the nedi an describes
al nost no one very well. Those whose wages were initially below the
medi an suffered significant real wages |osses while workers above the

medi an enj oyed inflation adjusted wage increases.
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Figure 7 summari zes these changes by plotting percent wage
changes relative to 1962 for white nmale workers. To see the
di stributional character of the changes, these plots are listed for
the 20'", 50'", and 80'" percentiles. Wth a bit of oversinplification
this period can be divided into 3 segnents--nedi an wage grow h of 15%
bet ween 1962 and 1971, a real wage decline of 14% between 1971 and
1981, and (with due respect for business cycle variation), constant
real wages thereafter.

Using the sane tine demarcation points, the world was very
different at the bottomand at the top. For exanple, contrast the 20'"
and 80'" percentiles. During the first period of sustained econonic
growth, real wages were growing for everyone, albeit at a nore rapid
rate at the top (17% at the 80'" and 8% at the 20'" percentile). The
bottomtruly fell out in the years between 1971 and 1981; a real wage
decline of 6%at the 80'" percentile, but a whopping 25% at the 20'"
weekly wage percentile. Things inproved sonmewhat after 1981 (wage
growth of 10% at the top and a decline of 8% at the 20'" percentile).
The cunul ative effect has been enornous--since 1971 a 37%fall in
wages at the 20'" percentile conpared to wages at the 80'".

Quite appropriately, | have described this structural change
wi t hout nentioning race, ethnicity, or gender. Wile the reasons for
this structural |abor market shift have nothing to do with such
matters, the consequences was anything but race or ethnic neutral. The

reason is that workers in these denographic groups are found in very
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different places in the wage distributions than white nen are. For
exanmple, in 1971 the nmedi an bl ack nmal e worker earned $412 a week-
equi val ent to what a white worker earned at the 25'" percentile of the
white mal e wage distribution. Between 1971 and 1981, wages at the 25'
percentile of the white wage distribution declined by 20% quite cl ose
to what was happening to the nmedi an bl ack worker

G ven the size of this structural change, it is actually
remar kabl e that when using neans or nedians we only characterize
recent years as racial |abor market stagnation and not a free fall.
If black workers were treated the same as conparable whites (those in
the 25'" percentile of the white wage distribution), the nmedian black
mal e wages woul d have actually fallen by 27% since 1971 instead of
rising by 3% If that 27% were added to what actually happened,
eval uated at the nedi an, wages of blacks would trail those of whites
by single digit anbunts. These last twenty years were actually a tine
during which the slow ng evolving historical forces continued to close
t he wage gap of black and white mal e workers. These forces were sinply
overwhel med by the structural shift of rising wage dispersion.

Latino workers also felt the consequences of w deni ng wage
di spersion. Figure 8.a illustrates the process by plotting percent
wage changes at each percentile of the wage distribution for Latino
and Native-white residents of Los Angel es County between 1970 and
1990. Both distributions reveal growi ng wage di spersion--wages grow

nore the higher one is in the wage distribution. Wile they share
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that simlarity, the Latino curve lies well bel ow those of native-
whites. Wiile there was virtually no change for the nedian white
mal e, real wages at the Latino nedian nale worker fell by al nost 40%
The di stance between the curves is so |large that one nust get to
al nost the 90'" percentile for Latinos before any wage gains are
regi stered.

Most but not all these differences are due to rising wage
di spersion. Figure 8.b adjusts the Latino curve by subtracting from
their observed wage changes the wage change observed for conparable
whites (at the white percentile with the sane wage as Latinos in
1970). The adjusted Lati no wage-percentiles show about a 10-13%
negati ve wage change that becomes sonmewhat snall er above the nedian
Seventy-five percent of declining wages at the nedian for Latinos in
Los Angeles is due to w dening wage dispersion in that city. The
remai ni ng 10-12% wage deficit has to due with factors unique to the

i mm grant experience, a subject to which | now turn.

Section 4- Special |Issues Wth Hispanic I mmgrants

There are three overriding i ssues that have dom nated | abor
mar ket research about inmmgrants and H spanic inmmgrants in
particular. These issues are (1) the changing | abor market skills of
new i mmgrants, (2)life-cycle assimlation, and (3) the extent of

generational progress. Despite the extensive avail able research on
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this questions, these issues remain controversial. In this section,

present new evi dence on these questions.

The Changi ng Labor Market Quality of Immgrants

VWhile inmgrant wages in the U S typically far exceed earnings
in their home countries, how do they conpare with wages of native-born
workers? A first step toward an index of their changing relative
econom c status is obtained by |ooking at relative wages of new
entering immgrant cohorts. Table 10 lists wage differentials of ‘new
arrival’ Latino male inmgrants conpared to the native-born. As is
the case with nost such conparisons, ‘new arrivals’ are defined as
t hose who cane within the last five years using the Census question on
what year you came to the U S. Wile recent arrivals earned nuch |ess
than natives throughout the last five decades, this wage gap has
wi dened consi derably during the period 1970-1990 for both nmale and
femal e Latino immgrants. For exanple, in 1970 the gap for Latino nen
was 48 percent; by 1990 it had al nost doubled to 83% Simlarly, the
gap for Mexican immgrants rose from65%in 1970 to 94% by 1990.

Wiy did relative wages decline anong new Hi spanic inmm grants?
Part of the answer is supplied by the education deficits listed in the
sane table. Even though recent new Latino arrivals are better
educated than their predecessors, the education of native-born workers
has been rising even faster. Since 1970, the education gap for new

Latino immgrants has increased from2.7 years to 4.3 years. The
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reasons for the expandi ng wage gap of new Latino immgrants i s not
much of a nystery--the gap in their relative skills w dened over tine.
Especially during the | ast few decades, as the skill gap w dened, the
wage gap w dened even nore due to the rising inequality in wages.

Ri sing wage inequality inplies |larger wage differences hol ding
constant skill differences. Therefore, as skill differences between
Latino imm grants and native-born Anerican workers expanded over tine,

t he wage difference nust expand even nore.

Tabl e 10
% New Arrival Latino Mal e Wage and Education Gap
with Native-Born Men

Year
1940 1960 1970 1980 1990
Hi spani c Men
% wage deficit -52.2 -47.6 -47. 7 -63.3 -82.9
Education deficit 1.27 1.90 2.71 4,31 4,27
Mexi can Men
% wage deficit -87.0 -55.6 -65. 4 -71.1 -93.6
Educati on deficit 3.31 4.34 5.19 5.73 5. 05

But this is an inconplete story for two reasons. First, Jasso,
Rosenzwei g, and Smth (1999) denonstrate that during the |last 15 years
the trends docunented in Table 11 have actually reversed. Using data
fromthe CPSs, they show that the relative inconmes and schooling of
H spanic imm grants has been rising during the 1990s and not decli ning
as is commonly asserted.

Secondly, the sort of data conpiled in Table 11, and in virtually

all such conparisons of ‘new inmgrants, rely on Census or CPS style
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guestions on the year of immgration. |In the sane paper, Jasso,
Rosenzwei g and Smith (1999) denonstrate that data obtai ned from such
guestions are misleading for two reasons. First, the Census question
on time since immgration is inherently confused in |ight of the
frequent trips nmade by inmgrants back and forth to their hone
countri es.

In addition, many immgrants in the Census and CPS files are not
| egal immgrants. For exanple, a recent study estimated that only 20%
of those Mexi cans who reported that they imm grated since 1990 in the
1995 and 1996 CPS's were legal inmgrants (Passell (1999)). The
renmai nder were either noni mmgrants®™ or in the case of Mexicans
primarily illegal inmmgrants. When data are presented on trends for
legal immgrants alone, a quite different picture emerges. During
nost of the last 25 years, the | abor market quality of all new male
| egal immgrants (all ethnic groups conmbined) has been as high or
hi gher than that of male native-born workers. Second, while the | abor
mar ket quality of all male legal inmmgrants was indeed falling during
the 1970s and early 1980s, there has been a steady rise in the | abor
mar ket quality of all legal inmmgrants during the last half of the
1980s and throughout the 1990s. If illegals conprise an increasing
fraction of the Mexican foreign-born in the CPS and the Census, this

will lead to a steadily rising wage gap with native-born nen. The

BNoni nmi grants are those in the United States on a tenporary visa.
Tourists and students are two nunerically | arge exanples.
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changi ng conposition of Mexican inmgrants between those who are
| egal, those who are noni nm grants, and those who are undocumnent ed
will be an inportant underlying reason for any changes in inmm grant

wage di fferences overti ne.

Life-Cycle Assinmilation

Anot her central issue concerning inmgrants and hence the
econom ¢ status of Hi spanics concerns econom c assimlation over the
immgrant's lifetime. This question has been a source of considerable
controversy (Borjas (1985), Chisw ck (1978)), but some consensus is
now bei ng reached. To address this question, it is necessary to
follow groups of immgrant cohorts over their lives in the US A
representative sanple of patterns resulting fromthis tracking of
i mm grant cohorts is presented in Figs 9 and 10.'* These figures plot--
for specific cohorts of immgrants defined by time of entry into the
country--their percent wage gap with conparably aged native-born white
wor kers. These figures deal with relatively young i mm grants--those
aged 25-34 during the Census year imediately following their tinme of
initial entry. Separate figures are provided for nmen and wonen and
separately for all immgrants and those inmm grant of Mexican origin.

Consider first the profiles for all inmmgrants. On average, nale
and fermale immgrants do narrow their wage gap with natives as their

stay in the United States | engthens. Over tine, the wage gap cl oses

“See Smith and Ednonston 1997.
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for some--significantly for immgrants from Europe and Asia and
nmodestly for others. But as these figures also illustrate, initial
gaps at time of entry has been growing. Wile inmgrants do narrow
the wage gap with tine, the distance to be traveled is longer, and the
time it wll take to reach wage parity with natives wll take |onger

This positive overall evaluation of within generation wage
assimlation does not pertain to nmale or femal e Mexicans who remain
t he exception to the general rule. Both fenmale and mal e Mexi can
immgrants essentially maintain their initial wage gaps with native-
born white workers. It is inportant, however, to keep the reference
group in mnd when interpreting this finding. Qur result inplies that
Mexi can inmm grants experience wage growth over their careers in the
U S that is just as large as native-born whites. Seen in this |ight,
this result could be interpreted nore positivity as indicating that
Latino immgrants are ‘assimlating’ into the sanme career experiences
as native-born whites.

However, when the reference group is non-Mxican inmgrants,
careers of Latino inmmgrants do not stand up as well. Wy do Mexican
immgrants do | ess well than other imm grant groups? One expl anation
that actually goes in the other direction stens fromthe previously
menti oned poi nt about the conposition of immgrant sanples in the
Census and CPS. A large fraction of what researchers have | abel ed new
immgrants are actually illegal inmmgrants or noninmmgrants. This

fraction is particularly large (nore than a majority) for Mexican
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immgrants. Since these are nostly illegals, who on average are | ess
skilled than other Mexican immgrants and will probably have a shorter
expected duration in the United States, selectivity of out-mgrants
fromthe original group alone would inply that the data should show
rising relative incomes of Mexican inmgrants as tine since
immgration | engthens. Since the data indicate instead basically a
constant ratio, it inplies that the true relative |life-cycle wage
progression of Mexican inmmgrants may actually be even nore negative.

Wiy woul d this be so? To date, there is no convincing answer to
this question which should receive high priority in the research
agenda. One can specul ative about the role of |anguage or the
i mplications of the geographic closeness to country-of-origin, but
there is little concrete evidence to docunent any conpel |ling
expl anation. Oher inmmgrant groups--Asians would be a good exanpl e--
arrive without complete English | anguage fluency and many i nm grant
have frequent trips back and forth to their hone countries.

Part of the problemlies in the inherent anbiguity in using
tracki ng of cohorts across Census or CPS files to evaluate |ife-cycle
progress of immgrants. Wile cohort tracking has becone the standard
techni que for eval uating econom c assimlation, cohort tracking is
problematic as inmmgrant cohorts are not closed. An initial inmgrant
cohort can be depleted as sonme inmmgrants return honme. If, as seens
likely, those imm grants who left the country were highly sel ective,

the wage trajectories obtained fromcohort tracking will be biased.
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For example, if high-skill/high-wage inmgrants |eft, average wages of
the remai ni ng menbers of the cohort would fall even if the wage of
every single inmgrant remained the same. This probl em caused by out-
mgration froman initial entering inmgrant cohort is especially
severe anong inmgrants from Mexico. |In the aggregate, roughly
one-third of the recent 1970 Mexi can inmm grants had em grated by 1980.
An even snaller fraction of the original inmgrant cohort would renmain
by 1990. Until this problemof the nature of the selectivity of
em gration of previous Mexican inmmgrant cohorts can be resol ved, one
shoul d be cautious about reaching any strong concl usi ons about the
nature of life-cycle |abor nmarket careers of Mexican immgrants.
Generational assimlation.

On the issue of generational assimlation, the conventional
wi sdom for Hi spani cs--whom sone argue have not shared in the
successful earlier European experience--leans toward the pessimstic
side. The reasons for pessim smvary, but one thenme is that H spanic
immgrants and their children may be | ess committed to assimlation
than the Europeans were. The data supporting this concern are often
derived from cross-sectional conparisons between 15, 2" and 3"
generation Hi spanics of their inconme and schooling |evels. Such
compari sons universally show the follow ng patterns--a narrow ng of
t he schooling and income gap between the 1% and 2" generation, but
either retrogression or little progress between the 2" and 3"

generation (see Smth (1999) for details). While conclusions about
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generational assimlation are often drawn from such data, these

i nferences are not appropriate. |In any cross-section, nenbers of the
second generation are not sons and daughters of current inmm grants and
si mul taneously current third generation in a cross section are not

di rect descendants of current second generati on persons.

Fortunately, the conventional w sdom appears to be in error. In
a recent paper, | examned this issue of generational assimlation of
H spanics in detail (See Smth (1999)). In that paper, | arrayed the
data in a nore appropriate way so that on can track directly the
progress made across generations. The schooling deficits of Hi spanics
are uniformy smaller in the second generation than in the first and
are lower still in the third generation. To illustrate, the nmean
education disparity anong all first generation Mexicans was 4.94.

Thi s average schooling deficit fell to 2.95 years anong second
generation Mexicans. The youngest third generation cohorts had |ess
than a year schooling gap wth white nmen--half as large as their
fathers’ education deficit.

At | east based on the historical record, fears about Latino
generational assimlation appear to be unwarranted as second and third
generation Hi spanic nen have nmade consi derable strides in narrow ng
their economc disparities with native white men. One reason for
t hese econom c gains is that each successive generation has been able
to close their schooling gap with native whites--their schooling

deficits are uniformly smaller: in the second generation than in the
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first and are lower still in the third generation. These schooling
gai ns across the generations were translated into sim | ar generational
progress in inconmes. Each new Hi spanic generation not only had higher
incones than their forefathers, but their econom c status converged
relative to white nen with whomthey had to conpete.
Section 5- Household Wealth

Until recently, data limtations forced nost conparisons of
raci al economc status to rely only on incone differences, but new
survey inprovenents in measuring weal th have now nmade contrasts of
househol d wealth | evels feasible. Table 11 Iists mean and nedi an
househol d wealth | evels by race derived fromthe PSID.* Racial wealth
gaps are extrenely large, especially conpared to the already sizable
househol d i ncone differences by race that exist at the sanme tinme. In
1984, nean weal th of non-white househol ds was 22% of wealth of white
househol ds while the incone ratio in the sane year was 58% Wealth
differentials are even larger if nedians are used as the yardstick;
then in 1984 non-white househol ds have | ess than 10% of the wealth of
whi te househol ds. The glimrer of hope is that the relative wealth
differentials did narrow over the ten year period covered in this

table. By 1994, nean non-white wealth rose to 31% of those of whites.

> Weal th nmodul es were included in the 1984, 1989, and 1994 waves of
the PSID See Juster, Stafford, Smth (1999) for a detail ed discussion
Al so see Browni ng-Lusardi (1994) for an excellent review of the mcro
savings literature.

48



Table 11
Weal th and Incone Level s by Race

Weal th | ncone

Mean Medi an Mean Medi an
A. Total Household Walth
Wi te
1984 169.0 59.4 48.9 39.1
1989 181.1 59.6 59.6 39.5
1994 178.5 64.7 52.9 41.0
Non- Wi t e
1984 37.1 5.3 28.5 21. 7
1989 53.5 6.8 29.9 22.3
1994 54.5 10. 4 31.9 23.8
B. Financial Assets
Wi te
1984 48.0 6.0
1989 48. 6 7.4
1994 60.9 13.7
Non- Wi t e
1984 7.2 0.0
1989 8.6 0.0
1994 13.7 0.0

Source: PSID-1996 dollars. Calculations by author

Raci al and ethnic disparities are even larger in financial
assets. These nore liquid assets nmay be a better index of resources a
househol d has on hand to neet energencies. In 1984, nean financi al
assets for non-whites were one-seventh of those of white househol ds.
Not only is the ratio of financial assets by race |ow, the anmount of
financial assets held by non-white households are neager. |In 1984,
non-whi te households had a little over $7,000 per household in

financial assets. But even this nunber exaggerates their hol dings due
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to the extreme skewin the distribution. 1In all three years, the
medi an non-whi te household had no financial assets at all.

A nore conplete description of racial wealth differences is given
in Figure 11 which plots for each race household wealth at percentiles
of the wealth distribution. These figures illustrate the extrene skew
to weal th hol di ngs-the top 5% of white househol ds have 50% nore weal th
than do white househol ds at the 90'" percentile, while those at the 90'"
percentile have nore than 5 times as nuch as the nedian white
househol d. This non-linearity prevails within the | ower half of the
wealth distribution as well, as the nedi an white household has 10
times as nuch wealth as those at the 20th percentile. A simlar
extrenme skew characterizes the non-white weal th distribution

Wiy are racial wealth differentials at |east twice as |arge as
househol d i ncone differences in the same years? One possibility can
easily be dismssed. It is not a consequence of financial wealth being
transmtted across generations with the poor unable to give and the
well to do insuring their heirs remain at the top through financial
i nheritances. Wile plausible, this possibility is quantitatively
uni nportant as the vast mgjority of househol ds--both white and non-

whi t eBdo not receive any financial inheritances.' Using PSID, nean

Thi s point about the low relative inportance of past bequests in
creating wealth differences in the current generation is fundanentally
different than the debate about the inportance of the bequest notive
in accounting for savings behavior of the current generation. The
current generation’s savings are forward | ooking so that any savings
for bequests by the current generation are neant for the subsequent
generation. Gven the secular rise in bequests, savings for bequests
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i nheritances (in 1996 dollars) for black househol ds were about $1, 000;
for white househol ds about $10,000. Even if these inheritances were
conmpl etely saved so that they show up in current househol d wealth,
they woul d account for a small fraction of racial wealth differences
docunmented in Table 12. Simlarly, two thirds of all white househol ds
and 90 percent of all mnority househol ds had received no financial

i nheritances by their md-fifties. Racial disparities in wealth would
be al nost the sanme if we subtracted out that part of current wealth
derived from past financial inheritances.?

If not financial inheritances, then all we have left is people
saving at different rates fromtheir inconme and/ or experiencing
different ex-post rates of return on their savings. The first
guestion then beconmes why African-American and Hi spani ¢ househol ds
save so nuch | ess than white households do. This is a nuch under-
researched question partly due to the | ack of adequate data. Because
weal th disparities far exceed those in inconme, there has been sone
t hought that the reasons nmust |lie in sonme unique historical events
specific to the African-Anerican or the inmm grant experience. For

bl acks, it is sonetinmes argued that a culture pronoting savi ngs was

may be large part of a current generations’ savings while their
recei pt of past financial inheritances are inconsequential in their

own present weal th hol di ngs.

"See Smith (1995)for a devel opnent of this argunment. The argunent
in the text deals only with bequests and does not speak to the issue
of the role of inter-vivos transfers in creating racial and ethnic
differences in wealth (see Gal e-Schol z (1994) for a good di scussi on of
inter-vivos transfers.
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not encouraged or was to difficult to devel op. However, the data
presented in Figure 11 suggest that it is premature to junp to race
and et hnic specific explanations.
Once again, the reason lies in a concave rel ati on between savi ngs
or weal th and household incone. This non-linear relation between
savi ngs and i ncone explains a good deal of the large racial wealth
di screpancies. Wile vastly |less than the average white, wealth of
the nedian black is actually quite simlar to whites with the sane
incone. |In 1994 white households with incomes equal to the medi an
bl ack household lie at the 25'"" percentile of the white incone
distribution. If we conpare wealth of the nedian black to the 25'"
percentile white, their wealth levels are quite simlar. \Wen the non-
linearity is taken into account, incone explains a good deal of racial
differences in wealth. If |ow savings behavior is not a racial or
ethni c issue, the unanswered question is why | ow and m ddl e i ncone
peopl e save so little no matter what their race or ethnic background.
Different racial groups may al so experience different ex-post
rates of return to their past savings which may expand or contract
weal th differences between them For exanple, the recent surge in the
stock market during the last fifteen years increased the wealth of
t hose households with greater amounts of stock market hol dings. Since
rates of stock ownership and hol dings were | arger anong white
househol ds, weal th of white househol ds woul d have increased nore than

weal th of bl ack househol ds.
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This dism ssal of financial inheritances as an inportant source
of racial differences in household wealth does not inply that al
forms of inter-generational transm ssion are uninportant. For
exanpl e, the inheritance of human capital is another source of inter-
generational transm ssion that clearly creates racial and ethnic
differences in inconme. |Indeed, one inportant formin which these
differences in inheritances of human capital show up are the education
di fferences that were discussed earlier.

The second factor distorting racial wealth conparisons is that
househol d weal th represents only part of the wealth househol ds have at
their disposal. Despite its w despread use, household wealth ignores
| arge conponents of wealth that are critical to many househol ds. For
exanpl e, a househol d's future expected social security benefits are a
lifetinme annuity which can be discounted to give a present val ue of
social security wealth. In a simlar vein, private pensions, either
directly in defined contribution plans or indirectly for defined
benefit plans, are an inportant source of wealth for many househol ds
especially in their pre-retirenment and post-retirenent years.
Virtually all households in their fifties anticipate social security
benefits when they retire, and nore than half of themare counting on
income fromtheir pensions. Wen discounted to the present, these
expected inconme flows translate into consi derable wealth.

Tabl e 12 denonstrates how | arge they actually are for fanlies

wi th one nenber aged 51-61. Mean househol d, social security, and
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pension wealth are listed in this table. The wi dely used conventi onal
weal th concept hides half of the iceberg as conbi ned social security
and pension wealth are as inportant as household wealth. Total wealth
is half a mllion dollars instead of the quarter of a mllion in
conventi onal household wealth. Mre inportant, the distortion caused
by conventional wealth is nmuch |arger among mnority famlies. Anpbng
bl acks and Hi spani cs, conventional household wealth is less than a
third of total wealth. For mnority househol ds, social security

weal th represents the |largest part of their wealth. If the enlarged
total wealth concept is used, black househol ds have 46% as nuch as
whi te househol ds do conpared to 30% for househol d wealth al one.

Table 12
Weal th by Source (000 of dollars)

Househol d Soci al Pensi ons Tot al

Weal th Security
Wi te 264 124 109 503
Bl ack 72 94 65 231
Hi spani c 80 94 39 218

Source: Smith (1995).

Concl usi ons

Thi s paper has covered sonme wide territory in describing the major
trends that have inpacted on the econom ¢ position of African-
Anericans and Latinos. In addition to long termtrends which appear
to be influenced nostly by skill related factors, | have al so
eval uated alternative explanations for the recent stagnation in the

econom ¢ position of minority househol ds. These expl anati ons i ncl uded
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changi ng schooling, quality of students, affirmative action, and
rising wage inequality. |In addition, the unique role of inmgration
i n changi ng the | abor market position of Latino workers was eval uat ed.

Long-termtrends in the relative econonm c status of Blacks and
Lati nos appear mainly to reflect long-termtrends in their relative
skills. For exanple, relative income differences and education
deficits of Blacks conpared to whites are quite closely related. For
Latinos, it is also necessary to distinguish between inmmgrants and
t he native-born. The slow rate of Hi spanic educational and econom c
progress largely reflects a changing conposition of the inm grant
wor kforce. The rising fraction of inmmgrants in the H spanic male work
force in recent decades slowed the aggregate gains in H spanic
school i ng.

Until the m d-1970s, schooling continued to assune its historica
role as the primary determ nant of the nmale racial wage gap. However,
mal e education differences by race cannot account for the timng and
magni tude of the male racial stagnation of the |last twenty-five years.
Moreover, there is little evidence that the ‘quality’ of black or
Latino students entering the | abor market during the |ast few decades
has declined. Nor can schooling account for the inpressive narrow ng
of the gender wage gap of the last few decades. However, the
stagnation and decline in Latino wages relative to native-born whites
is consistent with the apparent |ack of relative education progress of

t he average Latino worker. In addition, affirmative action lead to
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per manent changes in the location of mnority enpl oynent and produced
significant early junps in the wages of African-American nmen. However,
t hese wages gains proved to be tenporary.

The bul k of the remaining stagnation in mnority group wages in the
since the md 1970s is due principally to the rising wage inequality
in the |labor market. Since mnority workers skills place themin the
| ower part of the wage distribution, increasing wage di spersion across
skill levels will decrease their wages by nore than majority workers.
The | ast twenty years were actually a time during which the slow ng
evol ving historical forces continued to cl ose the wage gap of bl ack
and white mal e workers. These forces were sinply overwhel ned by the
structural shift of rising wage di spersion.

Due to central role immgration plays in the Latino popul ati on,
sone additional factors are relevant when di scussing their changing
econom c status. First, the well-docunented decline in wages of new
Latino immigrants appears to reflect three forces- a growing skill gap
rei nforced by an expandi ng wage gap(conditional on a given skill gap),
and possibly an increasing fraction of undocunented Mexican imm grants
anmong all recent immgrants in recent Census and CPS surveys. Second,
across their careers in the United States, wages of Latino inmgrants
appear to hold steady relative to the white native-born majority.
However, Mexican inmm grants appear not to do as well over their
careers as inmgrants fromother ethnic groups. There is no consensus

expl anation about why this is so. Third, at |east based on the
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hi storical record, fears about Latino generational assinlation appear
to be unwarranted as second and third generati on Hi spanic nen have
made considerable strides in narrowi ng their education and econom c
disparities with native white nen.

Finally, | document in this paper that racial differences in
househol d wealth are extrenely |arge; much larger in fact than racial
differences in incone. However, in spite of these |arge racial
disparities, the reasons for these |large wealth disparities are
unl i kely to have been produced by factors that are specific to
i ndividual racial or ethnic groups. Instead, the reason appears to
arise fromthe nore general tendency of |ow incone househol ds- of
either race- to engage in little savings behavior. Since there are
nore African-Anerican or Hispanic than white households in the | ow
i ncome group, racial and ethnic differences in household wealth wll

be I arge.
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% Wage Deficits with White Men
(by education: 1-10 years of experience)
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% Wage Deficits with White Men
(by education: 1-10years of experience)
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Education Deficits with White Men
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Education Deficits with White Men
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Male Wage Growth 1970-1990
Los Angeles County Residents
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Career Wage Growth of New Immigrant Cohorts
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1984 Wealth Distribution: Percentiles 1 to 50 (1996 Dollars)
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1984 Wealth Distribution: Percentiles 51 to 98 (1996 Dollars)
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