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RESEARCH SUMMARY

The Union Impact on Wages for Foreign-Born Workers: Estimates Using Propensity Score
Matching (Job Market Paper)

In light of the numerous criticisms against estimating the wage differential between union and nonunion
workers using ordinary least squares (OLS) method, this paper compares the union impact on wages
for foreign-born and native-born workers by utilizing propensity score matching methodologies (nearest
neighbor and kernel matching method) proposed by Rosenbaum and Rubin (1983) with those utilizing
OLS regressions. The data on wage and salary male workers aged 16 years and above are from the Current
Population Survey and span the period 1994 to 2008. Both propensity score matching and OLS estimates
present that the union/nonunion wage differentials for male foreign-born workers are between 13.1% and
16.2%. In addition, our results present that there is little difference in the union/nonunion wage differential
between native- and foreign-born workers. The estimates of union impact on wages using nearest neighbor
matching technique are higher than OLS results for both native- and foreign-born workers. However,
kernel matching estimates are similar to OLS results in this study. Furthermore, of the foreign-born
workers, Mexican-born workers have a higher union relative wage effect (23.9-31.5%) than that for native-
born workers (14.9-19.5%), while that for Asian-born workers are lower and statistically insignificant from
OLS and kernel matching estimates. Further decomposition of the data into three different skill groups
(high school dropout, with high school degree, with college degree or higher) reveals that, in general, the
less skilled (high school dropout) foreign-born workers have the greatest union wage premium (17.8%).
However, among Mexican-born workers, the union wage premium is relatively greater (40.3%) for highly
skilled workers (college degree or higher).

Unions and Foreign-Born Workers in the U.S.

According to U.S. Department of Labor’s Bureau of Labor Statistics, between 1994 and 2008, the share of
foreign-born workers has increased from 14% to 17%. At the same time, the union density rate decreased
from 18% to 14%, in spite of foreign-born workers union density increased from 9% to 11%. Since more and
more foreign-born workers work in the U.S. and unionized sector after 1994, it is important for researchers to
know how foreign-born workers are affected by unions. In this connection, the goal of this paper is twofold:
one, to estimate the willingness of foreign-born workers to join unions, and two, to determine whether
there is a statistical difference in the union relative wage effect for foreign- and native-born workers. The
results show that foreign-born workers have a lower probability of joining unions, ceteris paribus. The wage
differential between union and nonunion workers for native-born workers is 14%, while that for foreign-born
workers is only 12%. This 2-percent difference of the union impact on wages of native- and foreign-born
workers is statistically significant. In particular, the Chow test rejects the null hypothesis of equality of the
coefficients for the both worker groups at the 0.1% level of significance. Moreover, among the foreign-born
workers, Mexicans have the highest union relative wage effect (25.1%). This paper also finds that the
union/nonunion wage differential for both foreign- and native-born female workers are smaller than that
for their male counterparts. Moreover, the union wage premium is greater for foreign-born workers in the
private sector than for those in the public sector. By region, unions have higher wage impact in the West
Coast than in the East Coast.
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