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Abstract: Using data from the Urban Employment Survey, this article
shows that the gender wage gap in Mexico decreased from 1988 to 1996,
and that it raised from 1996 to 1998, either if it is measured as the mean
wage differential, or as the differential at different points of the wage dis-
tributions. The study tries to distinguish among the reasons behind these
changes, given that the Mexican economy has experienced an increase in
wage inequality between skilled and unskilled workers, and that Mexi-
can women are acquiring more formal education and are participating
more in the labor force. The analysis shows that wage inequality within
gender groups increased between 1988 and 1996, and that it decreased
between 1996 and 1998. The analysis also shows that wage inequality was
higher within the male group until 1996, but from 1996 to 1998, wage
inequality is larger for the female labor force. Using a decomposition analy-
sis, the article shows that gender specific factors worked for a drop in the
gender pay gap until 1996, and that they worked against it in the 1996-
1998 period. The analysis also shows that male wage inequality worked
against the gender wage gap until 1996, and that it worked for it in the
1996-1998 period.

Keywords: wages, compensation and labor costs, and particular labor
markets.

Resumen: Con base en la Encuesta de Empleo Urbano, este artículo mues-
tra que la brecha salarial hombre-mujer disminuyó en México entre 1988
y 1996, y que aumentó entre 1996 y 1998, ya sea que ésta se mida como el
diferencial salarial promedio, o que se mida como el diferencial salarial
en distintos puntos de las distribuciones. El estudio trata de entender las
razones que provocaron estos cambios, dado que en México ha aumenta-
do la desigualdad salarial entre trabajadores calificados y no calificados,
y dado que las mujeres están adquiriendo más educación formal y au-
mentando su participación en la fuerza laboral. El análisis muestra que
la desigualdad salarial aumentó entre 1998 y 1996 tanto para el grupo de
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mujeres como para el grupo de hombres, y que disminuyó entre 1996 y
1998. El análisis también señala que la desigualdad salarial era mayor
para el grupo de hombres hasta 1996, y que a partir de 1996 ésta es
mayor dentro del grupo de mujeres. Usando un análisis de descomposi-
ción, el artículo muestra que factores específicos de género promovieron
la disminución en la brecha salarial hombre mujer hasta 1996, y que
éstos obstaculizaron la disminución a partir de ese año. El estudio tam-
bién muestra que la desigualdad salarial dentro del grupo de hombres
afectó de manera negativa a la disminución en la brecha salarial hombre-
mujer, y que trabajó en favor de su disminución a partir de 1996.

Palabras clave: salarios, brecha salarial hombre-mujer, desigualdad
salarial.

Introduction

ender wage differentials seem to be a constant in our modern
world. In the traditional economic theory, this differential is the

result of women’s lower measured and unmeasured labor skills, and/
or a result of labor market discrimination. In the last few years, many
studies have reported important decreases in the gender wage gap in
several countries (Blau and Kahn, 1992, and 1999), and these changes
vary among countries. These results seem to have taken place mostly
in developed economies, where women have been increasing their
average observed qualifications, and have increased their participa-
tion in the labor markets. In the US, this result also coincides in time
with the commitment of the authorities with policies of equal pay and
equal employment opportunities (i.e., Affirmative Action). The com-
parison of the US with other countries with similar results, however,
shows that the American gender wage gap has decreased less than
the gap in countries like Switzerland or Germany, where no policies
aimed to decrease labor market discrimination have taken place. This
paradoxical result has been associated with the increasing wage in-
equality in the US, and the argument is the following: suppose that in
two countries women have lower levels of skills than men, but that
the differences in skills (somehow measured) is the same in the two
countries. If the return to skills is higher in one country, then that
nation will have a larger gender pay gap (Blau and Kahn, 1992).

In Mexico, several studies have reported an increasing wage in-
equality in the male wage distribution (i.e., Meza, 1999, Cragg and
Epelbaum, 1995), associated with an increasing return to education
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and other unmeasured skills, at least until 1993. This study shows
that the gender wage gap also dropped in Mexico between 1988 and
1998, similarly to other countries. These two results coincide in time
with an important economic reform in the country, characterized
mainly by trade and foreign investment liberalization, deregulation,
privatization and decentralization, and with an increase in both, the
female labor force participation and the average education level of
women. If gender specific factors in Mexico are working for a drop in
the gender wage gap, and if the increasing wage inequality in the
male wage distribution is working against the drop in the gender wage
gap, I should be able to show that the decrease in the gender pay
differential would have been larger, if changing wage inequality was
not working to offset the effect of better female labor qualifications.

This paper tries to estimate the contribution of the increasing wage
inequality to the change in the male-female pay differential. The ar-
ticle is organized as follows: in the first section, I talk about the data.
In the second part, I present different theories that try to explain the
gender wage gaps, and analyze the Mexican wage structures by gen-
der in the whole 1988-1998 period, comparing the differences in Mexico
to the differences in other countries. The third section presents the
changes of the male-female wage structures along the 1988-1998 pe-
riod, and shows that wage inequality increased more for men than for
women, at least until 1996. After this year, female wage inequality
seems to be larger than male’s. In the fourth part, I present calcula-
tions of the wage differentials of different education groups, by gen-
der, and its changes in the 1988-1998 period. I also analyze changes
in gender wage gaps within education groups. In the fifth section, I do
a decomposition analysis to try to estimate the contribution of the
increasing male wage inequality to the change in four different
measures of the gender pay gap. The last chapter gives some conclud-
ing remarks.

I. The Data

The results in this article are based on the Urban Employment Sur-
vey collected by the Instituto Nacional de Estadística, Geografía e
Informática (INEGI). Between 1987 and 1991 the survey was compiled
in sixteen cities. In 1992 and 1993 the sample increased to include 16
more, and in 1996 the survey covered 43 cities. I use all the cities
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included in every year, except in some calculations where I use the
original 16. The earnings data for 1987 are also not comparable to
the later years. I therefore use data for the 1988-1998 period.

The data contain demographic characteristics, employment and
earnings information of randomly selected households in urban ar-
eas. The survey was conducted on a quarterly basis for 1987-1998.
Similar to the Current Population Survey collected in the US, the
information refers to the week preceding the survey. People are asked
about their education, job, occupation and industry. The total number
of occupation brackets included in the data set between 1987 and 1993
is 18, and this number increased to around 180 in 1994. On the other
hand, the number of industry brackets is 24 between 1987 and 1993,
and it increases to 76 in 1994. I use 15 occupation categories and 18
industry brackets. The schooling information is included in 12 educa-
tion brackets in the 1987-1993 period, and it is measured in a more
continuos way after 1994.

Throughout the paper, I use 5 education brackets: the people with
no primary school are included in the “No Education” bracket. Per-
sons with some or complete primary school are included in the “Pri-
mary School” bracket. People with some or complete secondary school
are classified as “Secondary School.” The people classified as “High-
School” have between 10 and 12 years of education, and the people
included in the “College” bracket have 13 or more years of schooling.

The wage sample includes men and women with strong labor force
attachment. It contains workers aged 16-65, who worked 50 weeks or
more the year prior to the survey, and worked more than 30 hours the
week before the survey. Those who studied more than 30 hours the week
before the survey, the self-employed, and those who worked without
pay were deleted from the wage sample. The information about wages
comes from a monthly earnings variable included in the data. I report
results based on hourly wages. Similar results are obtained if monthly
earnings are used instead. To calculate real hourly wages, I divided the
monthly earnings by 4.3 times the hours worked per week. Hourly wages
were deflated using the National Quarterly Consumer Price Index,
based on the first quarter of 1987.

Table 1 presents a summary of the entire sample aged 16-65. The
data includes weights to make the sample a representation of the
total urban population of the country. These weights are used through-
out the paper. This first table shows that the hours worked by the
male sub-sample increased constantly between 1988 and 1994, and
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that the financial crisis in 1995 caused a drop in the mean of hours
worked by men, although they recovered very fast in the following
years. For women, the story is quite different. The hours worked by
the female sub-sample increase constantly in the 1988-1998 period,
and the financial crisis did not affect this trend. On the other hand,
the table shows that the proportion of full-time workers, either male
or female, decreased in Mexico during the crisis. This proportion re-
covered very fast for the female sub- sample, but this did not happen
with men. The table also shows that the proportion of people who de-
clared to be looking for a job, and were unemployed when interviewed,
increased in 1994 for both men and women, but the increase was larger
for the male sub-sample.

II. Male and female wage structures in the 1988-1998 period

The human capital model, attributed to Mincer and Polachek (1974),
explains gender differences in earnings by differences in productivity,
resulting from the traditional division of labor within the family.1 Ac-
cording to this theory, women expect shorter and more volatile work
lives than men, and this implies less incentives to pursue strong hu-
man capital investments, which causes lower economic outcomes. This
same model argues that women also choose occupations that demand
less human capital investments and that penalize less the work inter-
ruptions. This causes then lower labor payments for women. Also,
according to this model, gender differences in sectoral distributions
should take place, if industries vary in their skill requirements.

The human capital model has been questioned mainly because of
its emphasis on labor-supply-side considerations. Aigner and Cain
(1977) and Lundberg and Startz (1983) developed another theory, based
on labor-demand-side considerations. This theory emphasizes the role
of imperfect labor markets, where the problem of asymmetric informa-
tion causes a drop in the mean wage of women, given that employers
do not know if they are hiring a low productivity or a high productiv-
ity female worker. Given that it is more likely to hire a low productivity
woman than a low productivity man, gender earnings differences arise,
reflecting these differences in probabilities more than real differences
in productivity. This model explains labor market discrimination
against women.

1 Mincer and Polachek (1974) and Polachek (1981).
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Another theory about why gender earning differences exist was
developed by Bergmann (1974), who argues that the discriminatory
exclusion of women from “male” jobs results in an excess supply of
labor in “female” occupations, depressing wages for otherwise equally
skilled and productive workers. All these theories, however, share the
feature that gender specific factors are considered the main source of
the gender wage differential.

In Mexico, the gender wage gap is present in the labor market,
and is very likely that not a singular theory can explain it. Table 2
shows the mean, median, and wages at other points in the wage dis-
tribution function of full-time male and female workers in Mexico over
the 1988-1998 period. The table shows that the average male worker
earned a wage of approximately 1.59 pesos per hour (an average of
around 32 US cents), while the average female worker earned a wage
of approximately 1.30 pesos per hour (an average of around 26 US
cents). The average earnings gender ratio (average female wage as a
proportion of the average male wage) was 0.82 in the analyzed period.
As a comparison, this ratio was 0.65 and 0.61 in the US and in the
United Kingdom, respectively, between 1985-1989; it was 0.73 in Aus-
tralia in 1986; and 0.72 and 0.65 in Italy and Switzerland in 1987,
respectively.2 It is worth noting that the gender pay gap in Mexico
was lower in the 1988-1998 period than in many developed nations,
although it may have changed along these years.

When we look at the Mexican earnings gender ratios in other points
of the distributions, we see some differences. While this is 0.89 in the
median of the distributions, and very close to this number in many
other points, this ratio drops to 0.71 in the 95th percentile. Figure 1
shows this result more clearly. This figure shows that in the 1988-
1998 period, the female inverse cumulative wage distribution po-
sitioned below the male’s inverse cumulative wage distribution in
all percentiles, except in the ones at the very top of both distribu-
tions.3 Both distributions show a dramatic jump in wages around the
90th percentile, supporting the idea that this discrete break is a fun-
damental feature of the Mexican wage structure, and not an artifact
of measurement error. The distance between the two distributions is
larger around the 90th percentile, suggesting that men around this
position have characteristics highly valued by the market as compared

2 Blau and Kahn (1995).
3 This result holds for every year of the analyzed period.
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to women.4 Figure 2 graphs the log hourly gender wage differential
for all percentiles, showing that the male-female gender wage gap is
almost 6 times larger around the 90th percentile than for the rest of
the distribution. At the very bottom of the distributions, the gender
wage gap is almost twice the differential of the rest of the distribution
(ignoring the difference around the 90th percentile). This is an impor-
tant result, if we consider that wages in this part of the distribution are
very low, and this should give us a threshold of subsistence. For exam-
ple, if we look at the hourly wages in constant 1987 pesos at the first
percentile of both distributions, the average wage for male workers
was 16 cents, while the average wage for female workers was 12 cents.5

Theoretically, and based on the models cited above, men and women
with the same measured skills are not considered perfect substitutes
by firms. This is somehow empirically reflected in the Mexican economy

Table 2. Average Hourly Wages for the 1988-1998 Period, by Gender
(constant, 1987 pesos)

Men Women % W/M

Mean 1.59 1.30 0.82

Median 0.85 0.76 0.89

f1 0.16 0.12 0.75

f5 0.34 0.29 0.85

f10 0.42 0.37 0.88

f25 0.57 0.51 0.89

f75 1.52 1.30 0.86

f90 5.00 3.06 0.61

f95 726.93 519.69 0.71

Source: Author’s calculations.

4 The mean differences in male and female wages are large enough to say there is a gender
wage gap in every point of the wage distributions. Remember wages are expressed in loga-
rithms, and weights are used to make the sample representative of the whole Mexican urban
population.

5 Here the sample is full time workers, working more than 30 hours per week, either male
or female.
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Figure 1. Inverse Cumulative Wage Distributions by Sex

Figure 2. Log Hourly Wage Gender Differential
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by the fact that the female’s wage distribution is always below the
male’s distribution. This result can be associated to the fact that, on
average, Mexican women accumulate less formal education than men.
Table 3 shows that the proportion of the male labor force with more
than 13 years of formal education was 23.11 per cent in 1998, while
this proportion was 17.03 per cent for women in the same year. Al-
most 60 per cent of the female labor force had less than 9 years of
formal education in 1998, while this proportion was slightly above 50
per cent for men the same year. However, human capital accumula-
tion has increased in Mexico for both men and women in the last few
years, changing the education structure noticeably.

Until recently, literature on gender wage differentials had ignored
the role of wage inequality on the gender wage gap, mainly because the
wage structures had been relatively stable, and no important changes
had been reported in any country. A “wage structure” describes the
array of prices set for various labor market skills (measured and un-
measured), and rents received for employment in particular sectors of
the economy. According to Blau and Kahn (1995), as men and women
tend to have different levels of labor market skills and to work in
different sectors, there is a potentially important role for wage struc-
ture in determining the gender pay gap. Over the last two decades,
wage dispersion has increased considerably in some developed coun-
tries. The increasing wage inequality has been the subject of analysis
of many labor economists (see Juhn, Murphy and Pierce, 1989, Levy
and Murnane, 1991, Bound and Johnson, 1992, Leamer, 1996, and
Topel, 1997, among others). The explanations of this phenomenon are
still under debate. While some scholars (Blackburn and Bloom, 1987,
and Fortin and Lemieux, 1997) point changes in labor market institu-
tions, there appears to be growing consensus that labor demand has
shifted in favor of skilled workers. In nations where wages are more
flexible, this situation is leading to a higher disparity between wages
of skilled and unskilled workers. In countries with less flexible wages,
this is leading to high unemployment rates of less skilled workers.
Skilled-biased technological change brought about by computers, along
with increases in import competition, have emerged as the leading
causes behind the increase in demand for highly skilled workers.

In Mexico, many authors (Robertson, 2000, Meza, 1999, Alarcón
and McKinley, 1995, Cragg and Epelbaum, 1994, Feliciano, 1994,
Feenstra and Hanson, 1996, and Hanson and Harrison, 1995, among
others) have reported an increase in the wage differential between
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skilled and unskilled workers in the 1980s and until early 1990s. Part
of this literature has emphasized the role of the education premium
on the increasing wage inequality. As the Mexican economy became
more market oriented and as international trade and foreign invest-
ment were liberalized, firms seem to have tried to produce with inter-
national standards to be internationally competitive. The constant
appreciation of the Mexican currency may have encouraged firms to
import technology, because it decreased the relative price of imported
capital. This seems to have increased the relative demand for skilled
workers, a complement of capital. In 1995, Mexico suffered an impor-
tant drop in GDP growth, as a result of a deep financial crisis. This
crisis depressed most real wages substantially, and contributed to a
slight decrease in wage inequality. As the economy recovered very quickly
from this depression, indicators of wage inequality show that this is ris-
ing again.

 With respect to wage inequality in Mexico, Table 4 presents some
data showing that the male wage distribution had more dispersion
than the female in the 1988-1998 period, when we measure dispersion
with the standard deviation of wages, the 90-10, the 75-25 and the 90-
50 log hourly wage differentials.6 If we measure wage inequality as
the wage differential between the 50th and the 10th percentiles of the

Table 3. Proportions of Workers by Education Level and by Sex
Education level Sex 1988 1990 1992 1994 1996 1998

No education women 7.02% 6.23% 6.12% 5.90% 5.39% 5.09%
(less than 3 years) men 4.53% 3.93% 3.75% 3.71% 3.41% 3.26%

3-6 years women 40.03% 38.64% 35.05% 35.97% 34.55% 32.95%
men 36.44% 34.84% 31.89% 30.24% 28.57% 27.69%

7-9 years women 21.63% 21.44% 21.02% 17.88% 18.79% 20.13%
men 23.46% 24.22% 24.00% 23.01% 24.00% 24.96%

9-12 years women 22.34% 23.59% 25.37% 25.63% 25.25% 25.35%
men 18.39% 19.20% 20.09% 20.26% 20.43% 20.98%

more than 13 years women 8.98% 10.10% 12.44% 14.62% 16.01% 17.03%
men 17.18% 17.81% 20.27% 22.78% 23.59% 23.11%

Source: Author’s calculations based on the Urban Employment Survey, INEGI.

6 The 90-10 log hourly wage differential is calculated as the difference between the mean
log hourly wage in the 90th percentile of the distribution and the 10th percentile. This is the
same for the rest of the wage inequality measures that involve wage differentials.
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wage distribution, the data suggest that the female wage distribution
is more dispersed in this part. The next section presents the evolution
of the wage distributions for male and female workers in the 1988-
1998 period.

III. Changes in the male and female wage structures
between 1988 and 1998

In 1988, the average male worker in Mexico earned a real hourly wage
of 1.42 pesos, while the average female worker earned an average of
1.08 pesos per hour, a difference of 34 cents. In 1998, the average men’s
real hourly wage had dropped to 1.31 pesos, while the average wom-
en’s real hourly wage had increased to 1.15 pesos, reducing the differ-
ence to only 16 cents, half the difference of 1988. On the other hand, the
median real hourly wage of male workers was 0.82 pesos in 1988, and had
dropped to 0.71 pesos in 1998 (a decrease of 11 cents), while the median
real hourly wage of female workers had decreased from 0.74 pesos in
1988 to 0.67 pesos in 1998 (a drop of only 7 cents). Although both dropped,
the larger decrease in the median real hourly wage of male workers
implied a reduction in the median gender wage gap. Table 5 shows real
hourly wages by year, measured in different points of the wage distri-
butions, and includes different measures of the earnings gender ratio.
In all cases, the gender wage gap shows a decrease between 1988 and
1998, and this is represented in Figure 3, where the gender wage gap is
measured as the male-female difference in the average wages at differ-
ent percentiles of the wage distributions. All gender wage differentials
are indexed to make them comparable. The graph makes clear that all

Table 4. Log Hourly Wage Inequality Measures by Gender, 1988-1998
Men Women

f90-f10 2.487 2.122

f75-f25 0.988 0.938

f90-f50 1.771 1.392

f50-f10 0.716 0.730

Standard Deviation 1.769 1.688

Source: Author’s calculations.
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Table 5. Hourly Wages for Men and Women and Proportions
(constant pesos, base 1987)

1988 1990 1992 1994 1996 1998

Mean
Men 1.42 1.67 1.64 1.88 1.41 1.31
Women 1.08 1.25 1.34 1.58 1.34 1.15
% W/M 76.21 74.71 81.78 83.94 95.21 87.52

Median
Men 0.82 0.90 0.93 0.98 0.69 0.71
Women 0.74 0.76 0.83 0.88 0.67 0.67
% W/M 90.01 84.27 89.15 89.26 96.37 93.67

f10
Men 0.48 0.47 0.45 0.47 0.33 0.35
Women 0.35 0.42 0.42 0.43 0.31 0.32
% W/M 73.86 89.48 92.41 92.21 93.76 90.74

f25
Men 0.60 0.60 0.63 0.65 0.45 0.48
Women 0.53 0.54 0.55 0.57 0.42 0.43
% W/M 89.13 90.11 88.42 88.27 93.50 89.43

f75
Men 1.32 1.57 1.62 1.80 1.39 1.38
Women 1.13 1.20 1.39 1.60 1.38 1.28
% W/M 85.49 76.23 85.71 88.89 99.03 92.99

Source: Author’s calculations based on the Urban Employment Survey, INEGI.

Figure 3. Gender Wage Differential by Year, Indexed

  (o)  d1010     ( )  d2525   (O)  d5050   (+)  d7575
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my measures of the gender wage gap had a decreasing tendency until
1996, when they start increasing.

Figure 4 presents, in four panels, a graphical analysis of the
changes in real hourly wages in the whole wage distribution of male
and female workers in Mexico between 1988 and 1998. This figure
shows that, between 1988 and 1998, wages of men fell from the first
to around the 75th percentile of the wage distribution, and wages in-
creased from the 75th to the 95th percentile. Male wages in the last 5
percentiles dropped dramatically between these two years. For women
the situation is a little different. Wages in the first 7 percentiles in-
creased slightly, and wages form the 7th to the 65th percentile fell, but
less than the male’s wages in these percentiles. Between the 65th and
the 75th percentiles of the female wage distribution, female wages in-
creased while male wages decreased. These changes caused a drop in
the gender pay differential in the segment of the wage distribution
that lies below the 75th percentile. From the 66th and up to the 97th

percentile, female’s wages increased, and the increase is larger than
the one corresponding to the male wage distribution. In the last 3
percentiles, female and male wages suffer an important drop, but the
drop for the female group is smaller. It seems fair then to say that
the female labor force was less affected by the economic crisis than the
male, given that their real wages did not dropped as much, and in
the cases where real wages increased, this increase was larger for them
than for their male counterparts. This will be clearer with the next
graph.

Figure 5 plots together the 1998-1988 change in both the male
and the female wage distributions. The first panel shows both wage
differentials for the entire wage distributions. The graph makes clear
that female wages between the 7th and the 65th percentiles did not
drop as much as male wages, and that female wages between the 65th

and the 75th percentiles even increased, while male wages decreased.
Only male wages between the 85th and the 95th percentiles increased
more than the female wages. Panel 2 shows the differentials up to the
75th percentile, and panel 3 shows the differentials up to the 90th per-
centile. When the changes in the last part of the wage distributions
are ignored, it is clearer that the female labor force was less affected
than the male by the economic events that took place in Mexico be-
tween 1988 and 1998. This result can be due to gender specific factors
working for a drop in the gender pay gap, or it could be related to
changes in male wage inequality, if we assume that employers con-



305

Wage Inequality and the Gender Wage Gap in Mexico

Figure 4. Wage Differentials for Men and Women, 1988-1998

Figure 5. Wage Differentials for Men and Women
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sider men and women who rank the same in the male wage distribu-
tion as perfect substitutes.

With respect to wage inequality, Table 6 shows that both the male
and the female 75-25 wage differential increased almost constantly
from 1988 to 1997, and that in 1998 they decrease. For the whole
period, however, this measure of inequality increases substantially
for both men and women. The inequality measures that use the 90th

percentile of the distribution change in an erratic way. However, if we
compare the value of this differential in 1988 and in 1998 for male
and female workers, we observe an increase in both, but the increase
is larger for the male wage distribution. This is related to the fact
that wages of male workers around this percentile increased more
than the wages of female workers in the same position in the wage
distribution.

The 50-10 male wage differential increases from 1988 to 1993,
and from this year it remains almost constant until 1998, when it
decreases. The 50-10 female wage differential also increases from 1988
to 1993, then decreases, but it starts increasing again in 1996 and
only decreases in 1998. For the whole period, the 50-10 male wage
differential increases, while the female’s decreases a little bit.

Figure 6. Wage Differentials, by Gender, 1988-1998
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Figure 6 makes clear how wage inequality changed for men and
female during the period of analysis. This figure graphs the 75-25, the
90-10, the 90-50 and the 50-10 wage differentials for men and women
annually, from 1988 to 1998. In all cases, wage inequality is larger for
the female labor force after 1996, and in the 75-25 and the 50-10 cases,
it is larger since 1995. This is a result of the larger increase in female
wages in the top part of the wage distribution that is not offset by the
lower decrease in wages in the bottom and the middle part of the wage
distributions. The results shown in this section of the article might
be related to gender specific factors. In some cases, these gender spe-
cific factors may have allowed female wages not to fall as much as
male’s during the period of analysis, while in other cases, may have
allowed female wages to increase more than male’s. Of course, the
increasing male wage inequality should have had an offsetting effect on
this improvement if, as I mentioned above, we assume that firms con-
sider men and women who rank the same in the male wage distribu-
tion as perfect substitutes.

The drop in the gender wage gap until 1996, and the increase be-
tween 1996 and 1998, in all cases, is a puzzle that can not be solved
with the analysis carried on in the paper until now. It is clear that
women improved their labor force skills along the 1988-1998 period,
but it is also true that wage inequality has changed in the same pe-
riod. I will now proceed to show changes in wage inequality defined as
wage differentials between education groups, and changes in gender
wage gap measured within the 5 different education groups.

IV. Changes in Education Wage Differentials and Gender
Wage Gap within Education Groups

In 1988, the average male worker with college education earned 4.03
constant pesos per hour (base 1987), while the average male worker
with primary education earned 1.03 pesos per hour. This meant a
difference of 3 pesos. By 1998, the average male worker with college
education earned 4.22 constant pesos per hour, while the average male
worker with primary education earned 0.85 constant pesos per hour.
This meant a difference of 3.36 pesos, and an increase of 36 cents in
the differential. On the other hand, the average female worker with
college education, in 1988, earned 2.69 constant pesos per hour, while
the average female worker with primary education earned 0.67 con-
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stant pesos per hour. This meant a difference of 2 pesos. By 1998, the
average female worker with college education earned 3.25 pesos per
hour, while the average female worker with primary education earned
0.64 pesos per hour. This meant a difference of 2.61 pesos, an increase
of 61 cents in the difference. This implies that the education premium,
measured as the average college-primary wage differential, increased
for both men and women in the 1988-1998 period, but that this in-
crease was larger for women than for men.

As the changes in the mean wages are affected by the changes in
the top part of the wage distributions, I will now analyze the college-
primary wage differentials using median wages. In 1988, the median
male worker with college education earned 1.71 constant pesos per
hour, while the median male worker with primary education earned

Table 7. Mean Hourly Wages, by Year, Gender and Education
Group, 1988-1998

Change
1988-

1988 1990 1992 1994 1996 1998 1998

No Education
Men 0.777 1.063 1.052 1.123 0.632 0.654 –0.172
Women 0.567 0.786 0.700 0.736 0.568 0.469 –0.190

Primary Education
Men 1.028 1.255 1.188 1.346 0.851 0.852 –0.188
Women 0.672 0.839 0.854 1.021 0.690 0.638 –0.051

Secondary Education
Men 1.125 1.288 1.209 1.481 1.069 0.987 –0.131
Women 0.915 1.028 1.023 1.465 1.235 1.022 0.111

High–School
Men 1.650 1.824 1.790 1.709 1.464 1.358 –0.195
Women 1.513 1.539 1.682 1.391 1.454 1.292 –0.158

College
Men 4.031 4.415 4.754 4.816 4.840 4.216 0.045
Women 2.686 3.010 3.281 3.850 4.035 3.254 0.192

College–Primary Diff.
Men 3.003 3.160 3.566 3.470 3.989 3.364 0.233
Women 2.014 2.171 2.427 2.828 3.345 2.616 0.243

Source: Author’s calculations.



310

Liliana Meza González

0.72 pesos per hour. This meant a difference of 99 cents. By 1998, the
median male worker with college education earned 2.00 constant pe-
sos per hour, while the median male worker with primary education
earned 0.57 constant pesos per hour. This meant a difference of 1.43
pesos, and an increase of the differential of 44 cents. On the other
hand, the median female worker with college education, in 1988, earned
1.38 constant pesos per hour, while the median female worker with
primary education earned 0.58 constant pesos per hour. This meant a
difference of 80 cents. By 1998, the median female worker with col-
lege education earned 1.60 pesos per hour, while the median female
worker with primary education earned 0.47 constant pesos per hour.
This meant a difference of 1.13 pesos, and an increase of 32 cents in
the differential. This means that the education premium, measured

Table 8. Median Hourly Wages, by Year, Gender and Education
Group, 1988-1998

Change
1988-

1988 1990 1992 1994 1996 1998 1998

No Education
Men 0.63 0.69 0.68 0.72 0.45 0.49 –0.236
Women 0.46 0.54 0.54 0.58 0.40 0.39 –0.161

Primary Education
Men 0.72 0.77 0.81 0.82 0.55 0.57 –0.242
Women 0.58 0.60 0.63 0.66 0.46 0.47 –0.204

Secondary Education
Men 0.77 0.80 0.82 0.92 0.62 0.64 –0.176
Women 0.70 0.68 0.72 0.87 0.66 0.67 –0.056

High–School
Men 0.96 0.99 1.04 0.96 0.79 0.82 –0.161
Women 0.93 0.95 1.03 0.85 0.83 0.79 –0.163

College
Men 1.71 1.95 2.23 2.41 1.96 2.00 0.157
Women 1.38 1.48 1.74 1.98 1.68 1.60 0.145

College–Primary Diff.
Men 0.986 1.184 1.426 1.586 1.415 1.432 0.399
Women 0.807 0.880 1.112 1.321 1.213 1.129 0.349

Source: Author’s calculations.
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as the median college-primary wage differential, also increased for
both men and women, but that measured in medians, the education
premium increased more for men than for women. Tables 7 and 8
present hourly wages by education group, for men and women, in the
1988-1998 period. Table 7 shows that average male wages of all edu-
cation groups, except college, decreased in this period. In the female
group, the table shows an increase in the average wage of workers
with secondary and college education, and a decrease in the average
wages of all other education groups. With respect to median wages,
Table 8 shows that between 1988 and 1998, median wages of all edu-
cation groups, except college, decreased for both male and female
workers. Table 9 presents mean and median gender wage gaps by
education groups, measured as the log hourly wage differential be-
tween men and women. When we break the sample by education cat-
egories, we observe that the gender wage gap does not decrease within

Table 9. Mean and Median Gender Wage Gap, by Year and
Education Group, 1988-1998*

Change
1988-

1988 1990 1992 1994 1996 1998 1998

No Education
Mean 0.315 0.302 0.408 0.422 0.106 0.333 0.018
Median 0.307 0.245 0.245 0.230 0.113 0.232 –0.075

Primary Education
Mean 0.426 0.402 0.330 0.276 0.210 0.289 –0.137
Median 0.228 0.250 0.257 0.217 0.168 0.190 –0.038

Secondary Education
Mean 0.207 0.225 0.167 0.011 –0.144 –0.035 –0.242
Median 0.086 0.160 0.133 0.051 –0.069 –0.034 –0.120

High–School
Mean 0.087 0.170 0.062 0.206 0.007 0.050 –0.037
Median 0.033 0.047 0.012 0.119 –0.052 0.035 0.002

College
Mean 0.406 0.383 0.371 0.224 0.182 0.259 –0.147
Median 0.212 0.278 0.252 0.194 0.158 0.224 0.012

Source: Author’s calculations.
* The gender wage gap is measured as the log hourly wage differential between men and

women.
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all groups. The exceptions are the mean differential for the “No Edu-
cation” group, the median differential of the High-School group (which
remains practically constant), and the median wage differential within
the college education group. The increase in the median gender wage
gap within the college educated group, seems to be related to the higher
male education premium.

The education premiums by gender are represented in Figure 7 as
wage ratios. The pattern of the average college-primary log hourly wage
ratios is very similar for men and women, and only in 1991 and 1997
this ratio is larger for male than for female workers. Something re-
markable in this graph is represented in the fourth panel, where we
see that the secondary-primary wage ratio is larger for women than
for men. This means that primary school and secondary school male
workers are very good substitutes in the Mexican labor market, while
secondary school female workers receive a premium relative to their
primary school female counterparts.

College-education premiums by gender and year, calculated di-
rectly and by regression, are included in Table 10. The table shows
that the education premium increased in Mexico between 1988 and
1998, either if this is measured as a simple college-primary log hourly

Figure 7. Education Premiums by Gender
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wage differential, or if it is measured with a fixed age distribution.
This is true for both men and women. The male education premium
seems to have increased constantly from 1989 to 1993, then dropped,
and then increased again. In 1997, male wage inequality measured as
the college-primary wage differential dropped, following the trend of
other measures of wage inequality. This coincides in time with the
trend in my different measures of the gender wage gap, suggesting a
relationship between these two variables.

Next, I present a decomposition analysis to try to understand the
relationship between the changes in the gender wage gap in Mexico,
and the increasing wage inequality in the male wage distribution.

V. A decomposition analysis

To try to separate the effects of gender specific factors and changes in
the level of male wage inequality on the gender wage differential, I
use a framework first presented by Juhn, Murphy and Pierce (1991)
to analyze race wage differentials in the US.7 The basic assumption

Table 10. Mean College Education Premium, by Gender and Year
College-primary College-primary wage diff.

Log-hourly wage differential with fixed age distribution*

Men Women Men Women

1988 1.37 1.39 1.41 1.40
1989 1.22 1.22 1.25 1.26
1990 1.26 1.28 1.31 1.30
1991 1.37 1.52 1.40 1.53
1992 1.39 1.35 1.42 1.38
1993 1.50 1.56 1.54 1.59
1994 1.28 1.33 0.92 0.90
1995 1.62 1.65 1.52 1.52
1996 1.74 1.77 1.63 1.63
1997 1.59 1.73 1.46 1.58
1998 1.60 1.63 1.48 1.52

Source: Author’s calculations.
* Results from a regression of the log hourly wage against 4 education brackets, age1, age2,

age3 and age4.

7 The interpretation of the components was taken form Blau and Kahn (1994).
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here is that employers view men and women who rank the same in
the male wage distribution as comparable. Thus, the same set of fac-
tors (i.e., the overall wage structure) will determine the relative re-
wards of women and their comparable male counterparts. Following
their notation, assume we have a male wage equation for worker i in
year t.

Yit = X it Bt + uit (1)

where Yit is the log hourly wage; X it is a set of explanatory variables
that include education and age;8 Bt is a vector of coefficients; and uit is
the component of wages explained by unobservables. The residual uit
can be thought of consisting of two parts: an individual’s percentile in
the residual distribution, θit, and the wage residual corresponding to
that percentile in year t, F-1

t (θit/Xit).

uit = F–1
t (θit/ Xit) (2)

where F–1
t (θit/ Xit) is the inverse cumulative residual distribution for

workers with characteristics X in year t. Here I am assuming that the
error term is i.i.d. among individuals. This may not be true since
the ENEU is a rotative panel, but the results can shed a light on the
role of the changing male wage inequality on the changes in the gen-
der wage gap.

Then, the male-female log wage gap for year t is:

Dt = Ymt – Yft = ∆ XtBt + ∆ F-1
t (θit/ Xit) σt (3)

Where the m and f subscripts refer to male and female averages re-
spectively: a ∆ prefix represents the average male-female difference
for the variable immediately following, and σt is the residual stan-
dard deviation of male wages for that year.

Equation (3) says that the gender pay gap can be decomposed into
gender differences in measured qualifications (∆Xt), and gender dif-
ferences in the wage residuals [∆F-1

t(θit/Xit)].
The difference in the gender pay gap between two years (0 and 1)

can then be decomposed, using equation (3), as follows:

8 Here age is ased as a proxy for work experience, because the Survey does not include
information on this variable.
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D1 – D0 = (∆X1 – ∆X0) B1 + ∆X0 (B1 – B0) +
 + (∆F–1

1(θit/Xit) – ∆F–1
0(θit/Xit)) σ1 +

 + ∆F–1
0(θit/Xit) (σ1 – σ0) (4)

The first term in (4), the “observed X’s effect”, reflects the contri-
bution of changing male-female differences in observed labor market
qualifications (observed quantities) to trends in the gender wage gap.
For example, if the level of relative female’s education increases, ceteris
paribus, we should observe a drop in the gender wage gap. The second
term, the “observed prices effect”, reflects the impact of changing prices
of observed labor market qualifications for males on the gender pay
gap. If, for example, the return to college education increases for male
workers, this should weight the female education deficit more heavily
and, therefore, raise the gender pay gap, everything else constant.

The third term, called “the gap effect”, measures the effect of chang-
ing differences in the relative wage positions of men and women, after
controlling for measured characteristics. That is, gives the contribu-
tion to the change in the gender wage gap between two years that
would result if the level of residual male wage inequality had remained
the same, and only the percentile rankings of the female wage residu-
als had change. The fourth term, the “unobserved characteristics ef-
fect”, reflects the impact of differences in residual inequality between
the two years. It measures the contribution to the change in the gen-
der wage gap that would result if the percentile rankings of the fe-
male wage residuals had remained the same, and only the extent of
male residual wage inequality had changed. Ceteris paribus, the larger
the penalties of being below average in the residual wage distribu-
tion, the larger the gender wage gap would be.

According to equation (4), the impact of gender specific factors on
the gender wage gap can be measured by the summation of the first
and third terms, while the effect of the changing male wage structure
on the gender pay gap can be obtained by the sum of the second and
the fourth terms. The sum of the third and fourth terms represents the
change in the “unexplained differential”, which is commonly taken as
an estimate of discrimination.

The results of this decomposition analysis are shown in Table 11.
The data used in this estimation comes from the same sample ana-
lyzed in the previous chapters of this paper. Table 11 shows that the
factor that contributes in a constant way to the drop in the gender pay
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differential in the 1988-1996 period is mainly the return to unobserv-
able characteristics of women. This result suggests that during the
1988-1996 period, being a woman was rewarded by higher wages, in-
dependently of the education and work experience. In this period, the
increase in the skill premiums for women also contributed to the drop in
the different measures of the gender wage gap. However, the positive
effect of the increase in the skill premiums (reflected in the table by a
negative sign, which means that this was a factor that caused a drop
in the pay differential) is not observed in all the years. The increasing
male wage inequality offset the higher return to unobserved and ob-
served characteristics of women, causing the drop in the gender dif-
ferential to be lower than it would have been in the absence of this
effect. This story is practically the same in all the gender wage gap
measures, but for the 50-50 and the 75-75 gender wage differentials,
the analysis shows slight differences. The evidence suggests that the
contributions of the return to observed characteristics (education and
age) to the decrease in the gender wage gap are slightly more impor-
tant in these 2 cases than the contribution of the unobserved charac-
teristics. Besides, the return to observed characteristics contributes
to the drop in the gender gap more years than in the other two cases.
This may be the result of an increasing relative demand for women in
the 1988-1996 period. What could be the reasons behind the increas-
ing relative demand for women? It could be the technological change
that entered the Mexican economy through international trade and
foreign direct investment, because it has been shown in several stud-
ies that women are considered better workers than men in more capi-
tal intensive production processes (Meza and Zúñiga, 2000). The ap-
preciation of the Mexican currency in this period may also have facili-
tated the use of more capital intensive technologies.

After 1996, the story changes completely. Relative demand for
highly skilled women seem to have decreased in Mexico in this pe-
riod. This is reflected by the fact that measured and unmeasured char-
acteristics of women contribute to an increase in the gender wage
gap, and the contribution of the observed characteristics are always
larger than the contribution of the unobserved characteristics. In this
period, male wage inequality works to decrease the gender wage gap.
This result may be related to an increase in the relative demand for
low skilled male workers. As this estimation assumes that men and
women are considered perfect substitutes by firms, and given that wom-
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en are less skilled than men in average, the decrease in male wage
inequality in this period should be a factor contributing to a drop in
the gender wage gap. This effect, however, is more than offset by the
decrease in the return to observable and unobservable characteristics
of women. It seems that the Mexican economic crisis changed the way
the economy was working. Mainly, the foreign exchange rate policy
was modified, and the exchange rate became flexible. This could have
restrained producers from using imported capital intensive technol-
ogy, decreasing the demand for female workers.

VI. Concluding remarks

Gender wage differentials have been usually explained in the eco-
nomics literature by gender specific factors, such as differences in
qualifications and labor market discrimination. In the last two de-
cades, the gender pay gaps have decreased in several developed coun-
tries, where women are achieving higher levels of formal education
and work experience, and where governments have put in place poli-
cies against labor market discrimination. The decreasing gender wage
gaps, however, reflect that something more than better qualifications
of women and anti-discrimination policies is going on. When compar-
ing the change in gender wage gaps between several other developed
nations and the US, the data suggest that the increasing wage in-
equality has a negative effect on male-female pay differentials, and that
this somehow offsets the better credentials of the female labor force.

The Mexican economy has experienced an increasing wage inequal-
ity along with a decreasing gender wage gap, at least until 1996.
Women in Mexico have increased their participation in the labor force
and have risen their average education level. While in 1991, 35 per cent
of the urban labor force were women, by 1997 this number had increased
to 40.1 per cent. The group with the larger participation is the single
highly educated women, although the participation of married women
with no children or 1 to 2 kids has been increasing steadily since 1991.9
These facts have had a decreasing effect on the gender wage gap. This
paper tries to estimate the effect of these changes in the gender pay

9 This information comes from the Mexican Ministry of Labor (Secretaría del Trabajo y
Previsión Social).
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differential, and to see if the changes in male wage inequality have
somehow offset the better qualifications of the Mexican female labor
force in the 1988-1998 period.

The paper shows that between 1988 and 1998, most real wages
dropped in Mexico, except for those corresponding to workers between
the 75th and the 90th percentiles of the distributions. These drops are
more dramatic within the male workers group than within the fe-
males. When changes in wages are analyzed within education groups,
the paper shows decreases in most average real wages, except for the
highly educated group, either male or female. A remarkable result is
that wages of secondary educated female workers also increase, some-
how explaining the lower drop in female than in male wages in the
middle part of the wage distributions.

A key result of the paper is that the gender pay gap started in-
creasing in Mexico in 1996, just after the economic crisis. This seems
to coincide with a drop in the relative demand for highly skilled women,
and with a slight decrease in male wage inequality. The decomposi-
tion analysis shows that, until 1996, the factor that contributes in a
constant way to the drop in the gender pay differential in the 1988-
1996 period is mainly the return to unobservable characteristics of
women. After 1996, both the observable and the unobservable charac-
teristics of women contribute to the increase in the gender gap, sug-
gesting that the economic conditions are punishing the female labor
force in general. In this last period, male wage inequality work for a
drop in the gender wage gap, suggesting an increase in the relative
demand for low skilled workers, either male or female.

In my opinion, the Mexican economic crisis seems to have changed
the way the economy was working. Mainly, as the foreign exchange
rate policy changed from fixed to flexible, this should have restrained
producers from using imported capital intensive technology, decreas-
ing the demand for female workers. The maquiladoras, on the other
hand, gained importance after the crisis, but they hire mainly low
skilled female labor force. The increasing number of maquiladoras in
Mexico, and the resulting increase in their employment, might be rela-
ted to the increasing wages of primary and secondary educated women.
This, however, may not have contributed to a decrease in the gender pay
gap, as the female labor force in the maquiladoras is mainly low skilled.

Based on the results, it seems to be true that if the male wage
inequality decreases, the gender wage gap will increase. Therefore, if
there is a trade off between equality within gender groups and equal-
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ity between gender groups, as this paper shows, the policies aimed to
equal treatment in the labor market are more advisable during those
periods of decreasing inequality within groups. Although, it is impor-
tant to notice how sensible these results may be to changes in macro-
economic conditions, like the exchange rate policy.
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