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Introduction

Asian Americans are the fastest growing minority group, and 
their population size now exceeds 20 million (Pew Research 
Center 2013). They are an interesting case in the study of 
racial/ethnic inequality because they are the only major 
racial/ethnic group for whom educational attainment exceeds 
whites on average (Sakamoto, Goyette, and Kim 2009). 
Given the increasing social significance of education as well 
as its rising economic returns (Fryer 2011; Hout 2012), the 
comparison of Asian Americans versus whites is informative 
in suggesting whether class advantage can sometimes ame-
liorate labor market discrimination and the disadvantage of 
racial/ethnic minority status (Maia, Sakamoto, and Wang 
2015). In the following, we focus on whether the wages of 
native-born Asian Americans have reached parity relative to 
non-Hispanic whites.

Prior studies have often focused on native-born workers to 
reduce unobserved population heterogeneity, which can be an 
important issue when assessing discrimination in labor mar-
ket outcomes (Ko and Clogg 1989; Xie and Goyette 2004; 
Zeng and Xie 2004). An example of the significance of popu-
lation heterogeneity is evident in the analysis of the effects of 

education in the older literature. Hirschman and Wong (1984) 
argued that education served as a sort of suppressor effect on 
the bivariate association between minority status and wages 
for Asian American men. Hirschman and Wong (1984) 
claimed that the average earnings of Asian Americans did not 
differ very much from those of whites due to Asian American 
“educational overachievement.” The labor market could then 
be construed to be discriminating against Asian Americans in 
that they must make a higher investment in human capital to 
obtain the same earnings as whites. As stated by Hirschman 
and Wong (1984:602), “The apparent equality between 
Asians and whites is largely a function of educational over-
achievement by Asians. If Asians experienced the same pro-
cess of stratification as whites, their educational credentials 
would shift their [Asians’] occupational and earnings levels 
substantially above those of the majority population.”
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Later research, however, has rescinded the conclusion of 
Hirschman and Wong (1984) after more carefully distin-
guishing between the education of native-born men versus 
the educational attainment of foreign-born men (Sakamoto 
et al. 2009). While the vast majority of whites are native 
born and schooled in the United States (Farley 1996), most 
adult Asian Americans are foreign born (Xie and Goyette 
2004), especially at the time of Hirschman and Wong (1984). 
Other research finds that educational degrees obtained from 
other foreign countries are heavily devalued in the American 
labor market (Bratsberg and Ragan 2002; Kim and Sakamoto 
2010; Zeng and Xie 2004). Hirschman and Wong (1984) 
failed to control for what Zeng and Xie (2004:1075) refer to 
as “place of education.” What Hirschman and Wong (1984) 
interpreted as racial discrimination due to lowered returns to 
education was essentially omitted variable bias associated 
with having a foreign educational background. Later 
research confirms that more appropriate regression specifi-
cations that control for place of education find that the esti-
mated racial disadvantage derives primarily from the higher 
proportion of Asian Americans who have a college degree 
from overseas rather than a U.S. institution (Zeng and Xie 
2004). Restricting the analysis to the native born thus 
reduces the heterogeneity associated with common mea-
sures of educational attainment used in the first generation 
of research from the 1970s and 1980s on Asian American 
socioeconomic outcomes (Lee and Kye 2016; Sakamoto et 
al. 2009).

In addition to place of education, Asian immigrants may 
be disadvantaged in other ways. Immigrants face reduced 
labor market opportunities when they lack fluent English-
language skills (Kim and Sakamoto 2010). Immigrants are 
usually less familiar with American labor market practices 
and institutions, which may be further obfuscated by cultural 
differences and limited social networks (Sakamoto et al. 
2009). Acculturation may sometimes be more arduous for 
Asian immigrants (e.g., compared to whites from Canada or 
the UK) given the different collectivist cultural values that 
are common in many Asian societies but are at odds with the 
heightened individualism of the United States (Sakamoto, 
Kim, and Takei 2012).

Another aspect of unobserved heterogeneity (or omitted 
variable bias) in the measurement of educational attainment 
is field of study in college. As more workers have obtained a 
college degree in recent decades, horizontal aspects of edu-
cational attainment may be becoming more significant (Kim 
and Sakamoto 2010; Kim, Tamborini, and Sakamoto 2015). 
For example, degrees in science, technology, engineering, 
and math (i.e., STEM) have substantially higher economic 
returns on average than education degrees or liberals arts 
majors such as history or English (Kim et al. 2015). Asian 
Americans are heavily overrepresented in STEM fields of 
study in comparison to whites (Kim and Sakamoto 2010). 
Field of study is therefore a source of omitted variable bias in 

the estimation of a racial effect for Asian Americans to the 
extent that field of study directly affects wages and varies by 
race but is not controlled for in the regression model (Kim 
and Sakamoto 2010).

However, this omitted variable bias in the measurement 
of educational attainment cannot be accounted for by sim-
ply limiting the analysis to the native born. Native-born 
Asian Americans are still overrepresented in STEM areas 
compared to whites (Kim and Sakamoto 2010). Earlier 
studies that controlled for place of education (Zeng and 
Xie 2004) by deleting the foreign born concluded that 
(native-born) Asian American men had reached wage par-
ity with whites. After controlling for field of study among 
the native born (when the data actually include informa-
tion on college major), a negative net racial effect for col-
lege-educated Asian American men reemerges (Kim and 
Sakamoto 2010).

The Regional Distribution of Asian Americans and 
the Cost of Living

Limiting the analysis to native-born Asian Americans may 
be theoretically appealing, but in practice, an empirical com-
plication arises because native-born Asian American adults 
disproportionately reside in areas characterized by a high 
cost of living. These areas include California, Hawaii, and 
New York, where housing costs especially are typically 
higher than the national average (Hurh and Kim 1989; 
Sakamoto et al. 2009; Takei, Sakamoto, and Powers 2012). 
Many researchers have argued that native-born Asian 
Americans have high wages in large part because they are 
more likely to reside in areas with a high cost of living. The 
contention is that Asian Americans have not really achieved 
earnings parity with whites because the higher cost of living 
is said to fundamentally exaggerate their reported income 
statistics (e.g., Hurh and Kim 1989; Kim and Mar 2007; 
National Public Radio 2013; Ramakrishnan and Ahmad 
2014; Stewart and Dixon 2010).

As further discussed by Kim and Sakamoto (2010) and 
Sakamoto et al. (2009), contemporary American society is 
characterized by a high degree of geographic mobility, par-
ticularly among the college educated (Farley 1996), who are 
disproportionately Asian American. Higher skilled labor 
markets are usually more national in scope, and Asian 
Americans are well known to have a higher rate of college 
attainment than whites (Sakamoto et al. 2009). Workers 
locate to places where the combination of job opportunities, 
regional characteristics, and cost of living most suit their 
preferences and labor market situations (Black, Kolesnikova, 
and Taylor 2009). Current place of residence in the contem-
porary labor market is no longer a strictly pre–labor market 
factor. Treating current place of residence as an exogenous 
covariate (like age or education) in wage regression models 
is problematic in an era when anyone with access to the 
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Internet can readily ascertain local housing prices and other 
amenities for any place in the country.1

In addition, native-born Asian Americans may have 
slightly different preferences from whites in regard to region 
of residence.2 Due to historic social and ancestral ties, Asian 
Americans may be more likely to have greater preferences 
for living in California and Hawaii or New York because 
their family relations are more likely to have previously lived 
in those areas. In keeping with traditional Asian cultural 
norms, Asian Americans may be more concerned than whites 
with residing near or with aging parents (Kamo 2000; 
Sakamoto et al. 2012; Xie and Goyette 2004). Because of 
this preference, Asian Americans may not be maximizing 
their cost-adjusted earnings to the same extent as whites 
(among whom three-generational households are less com-
mon than among Asian Americans; Sakamoto et al. 2012; 
Xie and Goyette 2004). The Asian American regional distri-
bution might not derive from a lack of labor market opportu-
nities nationally (i.e., widespread labor market discrimination) 
but may reflect the greater preference of Asian Americans to 
live in places such as California despite their higher costs 
(Takei et al. 2012).

The causal argument implied by the conventional wis-
dom—that Asian Americans have higher wages because they 
are more likely to live in high cost of living areas—ignores 
the possibility that Asian Americans are more likely to live in 
high cost of living areas in part because Asian Americans 
have higher wages; in other words, the causality may be 
reversed. Asian Americans may be more likely to live in high 
cost of living areas because they want to and they can afford 
to. Takei et al. (2012) find that native-born Asian Americans 
are more likely to reside in the Pacific region even after con-
trolling for age and region of birth.3

Investigating native-born college-educated men, the 
results of Kim and Sakamoto (2010) confirm the signifi-
cance of controlling for region when assessing the Asian 
American wage differential. When estimating the ordinary 
least squares (OLS) regression models without region, 
there is no statistically discernable difference between the 
wages of Asian American and white men. However, after 
controlling for the nine standard U.S. census regions, then 

a statistically significant disadvantage of 8 percent is evi-
dent for Asian Americans. Controlling for region in the 
regression changes the conclusion as to whether native-
born Asian American men have reached full parity with 
white men in the contemporary labor market. To the extent 
that region of residence should be considered a necessary 
control variable, then college-educated native-born Asian 
American men have yet to reach full wage parity with 
whites (Kim and Sakamoto 2010).

Research Methods

Data, Measures, and Target Population

We investigate data from the 1 percent file of the 2013 
American Community Survey (ACS). The ACS is nation-
ally representative of the non-institutionalized population in 
the United States. The 2013 ACS survey has a 93.3 percent 
coverage rate of the total population and an 89.9 percent 
response rate. It is currently the largest available survey that 
includes information on race/ethnicity and socioeconomic 
characteristics.

As is customary in labor force studies, we limit our sam-
ple to individuals who were born in the United States and 
were aged 25 to 64 at the time of the survey. As is also com-
mon in this literature, we deleted from our target population 
persons who were not in the labor force, were entirely 
unemployed, or did not have any positive earnings during 
the previous year. We include only “single-race” non-His-
panic whites (hereafter “whites”) and “single-race” Asian 
Americans in our analysis to focus on the contrast between 
these two groups. Although our sample of Asian Americans 
includes Hispanic Asians, their proportion is small (422 
cases, or about 3.5 percent of Asian Americans), and their 
inclusion does not appreciably affect any of our major 
conclusions.

For our target population, we use the ACS data on annual 
earnings during the previous year, the hours usually worked 
per week during the previous year, and the total weeks 
worked during the previous year. We estimate the total hours 
worked by the respondent in 2012 by multiplying usual hours 
worked per week by the total weeks worked. We then obtain 
the hourly wage by dividing total annual earnings in 2012 by 
the total hours worked.

The dependent variable used in our regression models is 
the natural logarithm of the hourly wage (log-wage). Because 
the hourly wage has a high positive skew, the log transforma-
tion is applied to obtain a more normally distributed depen-
dent variable. The estimated coefficients (when they are not 
very large in absolute value) are approximately equal to per-
centage effects. On the grounds of probable measurement 
error and to ensure more robust estimates by ameliorating the 
consequences of having extreme outliers, we recoded to 
$1.00 any calculated values on the hourly wage that were 
originally less than $1.00.

1Even among low-skilled workers whose supply has increased in 
recent decades due to immigration from Latin America, Borjas, 
Freeman, and Katz (1996) and Borjas (2006) argue that native-born 
workers and immigrant workers relocate fairly quickly to places 
where their labor market returns are greater.
2As discussed by Cain (1987), regression analyses of wage differ-
entials generally require the assumption of equivalent preferences 
between the two groups to interpret a negative racial coefficient as 
deriving from labor market discrimination.
3Stewart and Dixon (2010) argue that the wages of native-born 
Asian Americans are penalized but their regression analyses do not 
control for “place of education” or why Asian Americans are more 
likely to live in areas with higher wages in the first place.
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The independent variable of key theoretical interest is the 
dichotomous variable for Asian American racial identity, 
with whites as the reference group. Gender is a dichotomous 
variable that is used in the regression models for the com-
bined sample. Other independent variables include age, a 
quadratic for age, and educational attainment in terms of 
highest level completed (i.e., less than high school, high 
school, associate degree, bachelor’s degree, master’s degree, 
professional degree, and doctorate degree) as well as dichot-
omous variables to indicate field of study in college (for 
those who obtained at least a bachelor’s degree). Note that 
the ACS provides information only on the field of study for 
the bachelor’s degree (not for the highest degree obtained).

The regression models also include an endogenous covari-
ate, which is the U.S. Metropolitan Area Cost of Living 
Index (COLI) for the respondent’s current place of residence. 
This contextual variable is obtained from a report by Moody’s 
Analytics, which is a financial consulting firm (Lafakis and 
Cochrane 2010). Across the metropolitan areas, COLI has a 
mean of 100 with a high value of 149.6 (for San Jose, 
California) and a low value of 79.4 (for Muncie, Indiana). 
Two hundred and sixty metropolitan areas are identified in 
our data set, and a COLI value is available for each of them. 
For respondents residing in unidentified metropolitan areas 
or nonmetropolitan areas, we assigned a COLI value of 79.0. 
The actual independent variable used in our regressions of 
log-wage is the natural logarithm of COLI (log-COLI) so 
that its coefficient refers to an elasticity. Our approach to 
indicating differentials in the cost of living is much more sys-
tematic and precise than most prior research, which simply 
includes dichotomous variables to indicate U.S. census 
regions or whether one resides in a metropolitan area (e.g., 
Hirschman and Wong 1984; Kim and Sakamoto 2010; Snipp 
and Cheung 2016).

Regression Models and Estimation

Our primary models of interest are estimated using two-stage 
least squares (2SLS). In the first stage, the dependent vari-
able is log-COLI for the respondent’s current place of resi-
dence. This is a continuous variable ranging from 4.37 (i.e., 
the log of 79.0) to 5.01 (i.e., the log of 149.6). The instru-
mental variables used in the first stage include: state of birth 
(i.e., 10 dichotomous variables indicating the states with the 
largest Asian populations, which are California, Florida, 
Hawaii, Illinois, New Jersey, New York, Pennsylvania, 
Texas, Virginia, and Washington vs. all other states), a 
dichotomous variable indicating the presence of children 
aged 6 to 17 in the household (yes is coded 1, no is coded 0), 
total other family income, and total other personal income 
(where the latter two income variables are continuous). 
These instrumental variables are available in the ACS.

We assume that these instrumental variables have no (or 
at least minimal) direct causal effects on log-wage net of age 
and educational attainment. However, these instrumental 

variables should affect the respondent’s preference or prob-
ability of residing in an area with a higher cost of living. 
Since many persons generally tend to be habituated to the 
weather, amenities, and other characteristics of the areas in 
which they were raised, the dichotomous variables for state 
of birth are proxy indicators of preferences for region of resi-
dence (Takei et al. 2012). The presence of children aged 6 to 
17 is assumed to indicate the respondent’s preference for a 
lower cost of housing. This variable is assumed to be mostly 
exogenous since the decision to have a child 6 to 17 years 
ago is prior to one’s current hourly wage. Other personal 
income and other family income are assumed not to directly 
affect one’s current hourly wage (net of education and demo-
graphic characteristics), although they likely indicate one’s 
ability to pay for a higher cost of living.

In the second stage of the 2SLS estimation, the dependent 
variable is the log-wage. The predicted value of log-COLI 
(i.e., the instrumented value of log-COLI from the first stage) 
is used as a covariate in the second stage. The exogenous 
independent variables in our baseline model include Asian, 
age, age-squared, educational level, and field of study as 
described previously. Gender is used as an additional exog-
enous independent variable in those models that use the com-
bined sample (i.e., both men and women).4

OLS estimates of this baseline model are shown for refer-
ence alongside the 2SLS estimates. Also for comparative 
purposes, a simplified model is estimated that includes all of 
the independent variables in the baseline model except log-
COLI. The simplified model is only estimated using OLS 
since it does not include log-COLI as an endogenous 
covariate. In all of our estimation results, the data are 
weighted by the person weights provided by the ACS to 
enhance the national representativeness of the sample.

Finally, we use 2SLS for the baseline model estimated 
separately for each of the four demographic groups (deleting 
gender and Asian as independent variables), including: Asian 
men, white men, Asian women, and white women. The 
purpose of this part of the analysis is to investigate whether 
the degree of the endogeneity of log-COLI may vary by 
group. For example, the net effect of log-COLI on log-wage 
may be lower for Asian men than white men if Asian men 
have a stronger preference for residing in high COLI areas 
regardless of their wage opportunities in such places. For 
white men, the net effect of log-COLI on their log-wage may 
be greater because otherwise they would be unwilling to 
reside in high COLI areas (compared to Asian men). By con-
trast, Asian men may be observed to reside in higher COLI 
areas even when doing so does not significantly increase 
their wage because Asian men have a stronger preference for 

4Marital status is sometimes used in wage regressions, but we wish 
to be methodologically conservative by including only clearly 
exogenous independent variables. People with higher wages are 
likely more desired as spouses (Bonilla and Kiraly 2013).
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living in such places (i.e., Asian men may be more likely 
than white men to pass up higher wage opportunities in lower 
COLI places).

Estimating the baseline model separately for each group 
allows for a full interactions model in that the estimated coef-
ficient for each independent variable is free to vary across 
the four demographic groups. To use the results to estimate 
the net effect of being Asian among men, the regression for 
Asian men is evaluated at a given set of values on the inde-

pendent variables (i.e., Y
A

), and then the regression for 

white men is evaluated at that same set of values (i.e., Y
W

). 
The net effect of being Asian (for persons with those values 

on the independent variables) is equal to (Y
A
−Y

W
). The 

comparable procedure for women may be calculated to esti-
mate the net effect of being Asian among women.

Given those values on the independent variables, a stan-

dard error for Y
A

 may be calculated, and a standard error for 

Y
W

 may be calculated. A standard error for (Y
A
−Y

W
) may 

then be easily obtained since the two regressions are esti-
mated independently. A t test statistic for that predicted dif-
ference may be used to assess the statistical significance of 
the net Asian effect. For all of our estimates, we use het-
eroscedasticity-robust standard errors.

Empirical Results

Table 1 shows descriptive statistics. The results indicate that 
Asian Americans have a higher hourly wage than whites on 
average. Asian men have an average hourly wage of $33.52 
compared to $31.66 for white men. Asian women have an 
average hourly wage of $29.51 compared to $23.54 for white 
women.

Being predominantly the descendants of post-1965 immi-
grants (Xie and Goyette 2004), native-born Asian Americans 
are younger on average than whites (i.e., about 39 years of 
age for Asians compared to about 45 years of age for whites 
for both genders). Other results in Table 1 show that a major-
ity of Asian men have a bachelor’s (or higher) degree, 
whereas a majority of white men do not have a bachelor’s 
degree. Asian women have higher levels of educational 
attainment than white women: About one out of four Asian 
women have a graduate or professional degree compared to 
about one out of six for white women. In terms of field of 
study in college among men, Asians are more likely to major 
in STEM while whites are more likely to major in education 
and liberal arts. Among women, whites are much more likely 
to major in education while Asians more likely to major in 
biological science.

Table 1 shows that COLI is higher for Asians. For Asian 
men, the mean COLI is 117 compared to 96 for white men 
(i.e., about 21 percentage points higher). For Asian women, 
the mean COLI is 118 compared to 96 for white women (i.e., 
about 22 percentage points higher). Consistent with prior 
discussions on this topic as mentioned earlier, our results 

corroborate that native-born Asian Americans have a higher 
average COLI than whites.

Likely related to this COLI differential are the major racial 
differences in state of birth. Table 1 indicates that slightly over 
half of Asian men and women were born in California or 
Hawaii in comparison to only about 7 percent of white men 
and women. California and Hawaii are states with a high cost 
of living. Asians are also slightly more likely than whites to 
have been born in New York, which is another state with a 
high cost of living. Although state of birth often differs from 
current state of residence, they do correlate due to the forma-
tion of regional preferences and family ties. The fact that 
Asians are so much more likely to have been born in California, 
Hawaii, or New York than whites is consistent with the higher 
COLI associated with Asians’ current state of residence.

In regard to sources of income other than one’s own earn-
ings, Asians have a lower average than whites on other per-
sonal income (e.g., dividends, rents, transfer incomes). 
However, Table 1 also shows that Asians have a substantially 
higher average than whites on other family income. Asians 
can more readily afford a higher COLI than whites because 
Asians have higher family incomes.

Table 2 shows the regression results for the combined 
sample including both men and women. The OLS estimate 
for the baseline model indicates that Asians have about a 6 
percent lower wage than whites (on average) net of the con-
trol variables including gender, age, educational attainment, 
and log-COLI. However, the OLS estimate for the simplified 
model indicates that Asians have about a 6 percent higher 
wage than whites (on average) net of the control variables 
including gender, age, and educational attainment but exclud-
ing log-COLI. These results are consistent with Kim and 
Sakamoto (2010), which finds that controlling for regional 
differences in the cost of living directly alters the conclusion 
of whether wages among Asians have reached full parity 
with whites.

The 2SLS estimates for the baseline model are also shown 
in Table 2. First of all, the Hausman test of endogeneity 
yields a chi-square test statistic of 8.00 with 1 degree of free-
dom. The p value for the null hypothesis that log-COLI is 
exogenous is .0047, which is obviously significant at the .05 
level. In short, the Hausman test indicates that log-COLI is 
endogenous.

Table 2 shows that the 2SLS estimate for the baseline 
model indicates that Asians have about a 7 percent lower 
wage than whites (on average) net of the control variables 
including gender, age, educational attainment, and (instru-
mented) log-COLI. This negative effect of 7 percent is just 
slightly more negative than the negative effect of 6 percent 
for the baseline model estimated by OLS. Although the 
results for the 2SLS estimation of the baseline model indi-
cate that the endogeneity of log-COLI is statistically signifi-
cant, substantively, the 2SLS estimate is not much different 
from the OLS estimate (i.e., negative 7 percent vs. negative 
6 percent, respectively).
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Table 1.  Descriptive Statistics by Demographic Group in the 2013 American Community Survey.

White Men Asian Men White Women Asian Women

N 377,428 6,168 350,967 5,810
Hourly wage 31.66 33.52 23.54 29.51
  SD 54.99 32.63 46.50 27.82
  Minimum, maximum 1, 17,285.71 1, 685.71 1, 17,857.14 1, 714.29
Log of hourly wage 3.16 3.22 2.91 3.12
  SD .74 .76 .68 .73
  Minimum, maximum 0, 9.76 0, 6.53 0, 9.79 0, 6.51
Cost of Living Index (COLI) 95.89 117.47 95.70 118.28
  SD 16.04 20.01 15.92 19.83
  Minimum, maximum 79, 149.60 79, 149.60 79, 149.60 79, 149.60
Log of COLI 4.5500 4.7510 4.5482 4.7583
  SD .1604 .1764 .1596 .1747
  Minimum, maximum 4.3694, 5.01 4.3694, 5.01 4.3694, 5.01 4.3694, 5.01
Age 45.10 38.66 45.39 38.77
  SD 11.06 10.82 11.11 11.02
  Minimum, maximum 25, 64 25, 64 25, 64 25, 64
Educational level (percentage)
  Less than high school 4.57 2.80 2.68 2.22
  High school 22.27 10.83 18.66 8.23
  Associate degree 34.86 28.13 36.56 24.80
  Bachelor’s degree 24.37 36.66 25.57 38.19
  Master’s degree 9.29 11.84 12.76 15.49
  Professional degree 3.01 7.15 2.36 8.12
  Doctoral degree 1.64 2.59 1.41 2.94
  Total 100.00 100.00 100.00 100.00
Field of study (BA or above; percentage)
  Agricultural science 3.01 1.45 1.43 .74
  Communication 3.89 2.95 4.92 4.39
  Computer science 4.49 6.71 1.27 2.53
  Education 6.55 1.89 19.56 6.43
  Engineering 11.43 16.37 1.58 4.25
  Technology and math 3.01 2.37 1.25 1.36
  Liberal arts majors 7.68 4.68 10.07 9.36
  Biological science 4.92 10.72 4.42 10.34
  Physics 3.84 3.34 1.75 2.50
  Psychology 3.07 3.42 6.43 7.81
  Social science 11.29 12.33 9.38 11.48
  Fine arts 3.42 3.51 4.83 4.68
  Health and medical service 2.45 3.26 12.14 10.05
  Business 25.02 22.55 17.50 19.96
  Other majors 5.92 4.45 3.46 4.12
  Total for field of study 100.00 100.00 100.00 100.00
  Total count for field of study 144,581 3,592 147,721 3,762
Instrumental variables
  Presence of children age 6–17 (percentage) 28.22 18.39 28.07 21.64
  State of birth (percentage)
    California 6.87 34.27 6.88 34.87
    Florida 2.54 1.33 2.51 1.02
    Hawaii .14 16.88 .14 17.50
    Illinois 5.57 4.67 5.61 4.37
    New Jersey 3.05 2.71 3.09 3.08
    New York 8.24 9.40 8.33 9.07
    Pennsylvania 6.59 1.90 6.62 1.74

 (continued)
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Table 2.  Regression Results for Baseline Model and Simplified Model.

Men and Women Combined

  Two-stage Least Squares Ordinary Least Squares

  Baseline Model Baseline Model Simplified Model

Asian −.0705*** −.0647*** .0596***
White Reference Reference Reference
Age .0718*** .0717*** .0707***
Age-squared −.0007*** −.0007*** −.0007***
Less than high school Reference Reference Reference
High school .1885*** .1889*** .1983***
Associate degree .3178*** .3188*** .3406***
Bachelor’s degree .5107*** .5132*** .5676***
Master’s degree .6813*** .6843*** .7499***
Professional degree .9868*** .9901*** 1.0614***
Doctorate degree .8410*** .8438*** .9057***
Agricultural science .0298* .0277* −.0181
Communication .1071*** .1080*** .1257***
Computer science .2875*** .2880*** .3003***
Education −.0173* −.0189* −.0540***
Engineering .3877*** .3879*** .3928***
Technology and math .2324*** .2321*** .2264***
Liberal arts majors .0197* .0205* .0381***
Biological science .1980*** .1977*** .1923***
Physics .2143*** .2142*** .2111***
Psychology .0252** .0257** .0346***
Social science .1139*** .1145*** .1289***
Fine arts −.0894*** −.0880*** −.0576***
Health and medical service .3426*** .3415*** .3186***
Business .2329*** .2330*** .2342***
Other majors Reference Reference Reference
Female −.2503*** −.2504*** −.2513***
Log-Cost of Living Index .7497*** .7164*** NA
Intercept −2.4553*** −2.3052*** .9478***
R2 .2587 .2587 .2355
N 740,373 740,373 740,373
Test of endogeneity  
  Chi-square test 8.0002 NA NA
  p value for chi-square test .0047 NA NA

*p ≤ .05. **p ≤ .01. ***p ≤ .001.

White Men Asian Men White Women Asian Women

    Texas 4.92 3.65 4.83 3.15
    Virginia 2.13 1.49 2.11 1.57
    Washington 1.79 2.32 1.80 2.56
    other states 59.15 21.38 58.08 21.07
    Total 100.00 100.00 100.00 100.00
  Other personal income 4,860.67 3,362.24 2,640.20 2,344.52
    SD 24,568.06 19,310.70 14,222.13 14,096.53
    Minimum, maximum −13,100, 676,000 −11,100, 370,000 −12,000, 604,000 −6,600, 308,000
  Other family income 31,853.88 49,236.32 50,711.73 6,497.95
    SD 47,829.35 69,445.47 67,858.54 87,870.87
    Minimum, maximum −13,600, 1,548,000 −5,400, 832,130 −11,100, 1,275,000 −5,700, 1,155,000

Table 1. (continued)
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Since prior research on Asian Americans and other minor-
ities has found notable gender differentials in the net effect of 
race (e.g., Greenman and Xie 2008; Xie and Goyette 2004), 
the results for the baseline model estimated separately by 
gender are shown in Table 3. The OLS estimates in Table 3 
are indeed consistent with prior research suggesting that a 
negative effect of being Asian is less evident among women 
(Greenman 2011; Kim and Zhao 2014; Xie and Goyette 
2004). The OLS estimates for the baseline model indicate 
that Asian men have an 11 percent lower wage than white 
men while the difference between Asian women and white 
women is not statistically significant. Consistent with prior 

research as well as the results in Table 2, however, the esti-
mates are different when COLI is not controlled for in the 
simplified model, in which case the difference between 
Asian men and white men is not statistically significant while 
Asian women have wages that are about 12 percent higher 
than white women. These findings show that the net effect of 
being Asian varies by gender (i.e., less disadvantageous for 
women) and that the net effect of being Asian becomes more 
disadvantageous after controlling for COLI.

Table 3 also shows the 2SLS estimates for the baseline 
model. The Hausman tests are statistically significant for 
both men and women, indicating that log-COLI is likely 

Table 3.  Regression Results for Baseline Model and Simplified Model by Gender.

Men Only Women Only

 
Two-stage 

Least Squares Ordinary Least Squares
Two-stage 

Least Squares Ordinary Least Squares

 
Baseline 
Model Baseline Model

Simplified 
Model Baseline Model Baseline Model

Simplified 
Model

Asian −.1071*** −.1145*** .0028 −.0322** −.0082 .1237***
White Reference Reference Reference Reference Reference Reference
Age .0878*** .0878*** .0876*** .0545*** .0541*** .0523***
Age-squared −.0009*** −.0009*** −.0008*** −.0005*** −.0005*** −.0005***
Less than high school Reference Reference Reference Reference Reference Reference
High school .1928*** .1923*** .2008*** .1956*** .1974*** .2072***
Associate degree .2986*** .2971*** .3210*** .3570*** .3603*** .3789***
Bachelor’s degree .4726*** .4694*** .5186*** .5815*** .5929*** .6558***
Master’s degree .6201*** .6163*** .6759*** .7695*** .7831*** .8579***
Professional degree .9514*** .9474*** 1.0110*** 1.0527*** 1.0679*** 1.1512***
Doctorate degree .7633*** .7597*** .8170*** .9637*** .9764*** 1.0462***
Agricultural science .0417** .0446** −.0019 .0006 −.0067 −.0468*
Communication .0933*** .0920*** .1128*** .0846*** .0866*** .0972***
Computer science .3160*** .3148*** .3329*** .2707*** .2702*** .2677***
Education −.0477*** −.0455*** −.0805*** −.0429*** −.0508*** −.0940***
Engineering .4107*** .4101*** .4194*** .4006*** .4004*** .3992***
Technology and math .2513*** .2516*** .2469*** .2016*** .2008*** .1965***
Liberal arts majors .0262* .0249* .0451*** −.0154 −.0134 −.0026
Biological science .2330*** .2332*** .2311*** .1362*** .1340*** .1220***
Physics .2327*** .2326*** .2350*** .1903*** .1879*** .1752***
Psychology .0138 .0132 .0231 −.0146 −.0141 −.0117
Social science .1693*** .1679*** .1912*** .0344** .0344** .0346**
Fine arts −.0981*** −.1006*** −.0612*** −.1138*** −.1102*** −.0907***
Health and medical service .2961*** .2974*** .2768*** .3121*** .3063*** .2745***
Business .2637*** .2632*** .2710*** .1846*** .1828*** .1728***
Other majors Reference Reference Reference Reference Reference Reference
Log-Cost of Living Index .6476*** .6914*** NA .8781*** .7430*** NA
Intercept −2.3482*** −2.5459*** .5792*** −2.9255*** −2.3089*** 1.0804***
R2 .2462 .2463 .2255 .2315 .2324 .2047
N 383,596 383,596 383,596 356,777 356,777 356,777
Test of endogeneity  
  Chi-square test 6.7496 NA NA 70.6601 NA NA
  p value for chi-square test .0094 NA NA .0000 NA NA

*p ≤ .05. **p ≤ .01. ***p ≤ .001.



Wang et al.	 9

endogenous for both genders. Among men, the 2SLS esti-
mate for Asian is a negative effect of about 11 percent, while 
among women, the 2SLS estimate for Asian is a statistically 
significant negative effect of about 3 percent. The 2SLS esti-
mates for the baseline model in Table 3 are generally close to 
the OLS estimates in Table 3 (as is similarly the case for the 
baseline model in Table 2). Although the results for the 2SLS 
estimation of the baseline model indicate that the endogene-
ity of log-COLI is statistically significant by gender in Table 
3, substantively, the 2SLS estimates are not so different from 
the OLS estimate (i.e., a negative 11 percent for both esti-
mates among men while among women the estimate switches 
from being statistically insignificant with OLS to becoming 
statistically significant but slightly negative with 2SLS).

Table 4 shows the OLS and 2SLS estimates for the base-
line model broken down for each of the four demographic 

groups. Within each demographic group, most of the coeffi-
cients seem to be fairly similar whether estimated by OLS or 
2SLS. The main exception to this similarity is the coefficient 
for log-COLI. For whites, the coefficient for log-COLI does 
not differ so much by estimation method, but for Asians, the 
change is quite notable. For Asian men, the OLS estimate of 
log-COLI is .42, which is highly significant, but the 2SLS 
estimate is –.25 and is not significant at the .05 level. For 
Asian women, the OLS estimate of log-COLI is .36, which is 
highly significant, but the 2SLS estimate is .04 and is not 
significant at the .05 level.

For Asian men and Asian women, Table 4 furthermore 
shows that the Hausman tests are statistically significant, 
indicating that log-COLI is likely endogenous for both gen-
ders. While the OLS estimates for Asians indicate an elastic-
ity of around .4 for log-COLI, the 2SLS estimates are likely 

Table 4.  Regression Results for Baseline Model by Demographic Group.

White Men Asian Men White Women Asian Women

 

Two-stage 
Least 

Squares

Ordinary 
Least 

Squares

Two-stage 
Least 

Squares

Ordinary 
Least 

Squares

Two-stage 
Least 

Squares

Ordinary 
Least 

Squares

Two-stage 
Least 

Squares

Ordinary 
Least 

Squares

Age .0876*** .0876*** .1053*** .1047*** .0542*** .0538*** .0792*** .0755***
Age-squared −.0008*** −.0008*** −.0011*** −.0011*** −.0005*** −.0005*** −.0008*** −.0008***
Less than high school Reference Reference Reference Reference Reference Reference Reference Reference
High school .1927*** .1923*** .1985** .1859** .1955*** .1945*** .1495 .1572
Associate degree .2971*** .2961*** .3781*** .3633*** .3561*** .3597*** .3959*** .3923***
Bachelor’s degree .4711*** .4690*** .5089*** .4951*** .5802*** .5928*** .5851*** .5851***
Master’s degree .6173*** .6147*** .6922*** .6804*** .7683*** .7832*** .7456*** .7471***
Professional degree .9473*** .9445*** 1.0278*** 1.0271*** 1.0520*** 1.0688*** 1.0098*** 1.0126***
Doctorate degree .7633*** .7608*** .6897*** .7144*** .9649*** .9790*** .8668*** .8794***
Agricultural science .0422** .0442** .0701 .0983 −.0004 −.0085 .1380 .1254
Communication .0925*** .0916*** .1346 .1138 .0847*** .0864*** .1439 .1152
Computer science .3110*** .3103*** .4827*** .4398*** .2632*** .2626*** .4406*** .4301***
Education −.0478*** −.0462*** .0257 .0480 −.0416*** −.0503*** −.1125 −.117
Engineering .4112*** .4108*** .4317*** .4011*** .3974*** .3971*** .4940*** .4810***
Technology and math .2505*** .2508*** .3154** .2958** .1969*** .1961*** .3538*** .3588***
Liberal arts majors .0275* .0266* −.0478 −.0712 −.0161 −.0142 .0433 .0261
Biological science .2362*** .2363*** .2133** .1845* .1316*** .1291*** .2661*** .2532***
Physics .2338*** .2337*** .1832 .1848* .1880*** .1854*** .2850** .2782**
Psychology .0140 .0136 .0215 .0119 −.0180 −.0177 .1222 .1097
Social science .1663*** .1652*** .2911*** .2554*** .0309* .0307* .1939** .1749**
Fine arts −.1036*** −.1052*** .1249 .0719 −.1165*** −.1128*** .0051 −.009
Health and medical service .2955*** .2964*** .3515*** .3380*** .3140*** .3076*** .2772*** .2713***
Business .2642*** .2639*** .2789*** .2461*** .1846*** .1824*** .2285*** .2155***
Other majors Reference Reference Reference Reference Reference Reference Reference Reference
Log-Cost of Living Index .6682*** .6980*** −.2488 .4183*** .8946*** .7516*** .0425 .3647***
Intercept −2.4355*** −2.5705*** 1.3911 −1.7325*** −3.0011*** −2.3404*** .521 −.9735**
R2 .2459 .2459 .2522 .2748 .2303 .2313 .2376 .2433
N 377,428 377,428 6,168 6,168 350,967 350,967 5,810 5,810
Test of endogeneity
  Chi-square test 3.0853 NA 30.5741 NA 79.7292 NA 7.3095 NA
  p value for chi-square test .0790 NA .0000 NA .0000 NA .0069 NA

*p ≤ .05. **p ≤ .01. ***p ≤ .001.
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more accurate in indicating that this elasticity is actually 
closer to zero. In keeping with our theoretical expectations 
and methodological approach, these findings reveal that 
accounting for the endogeneity of log-COLI dramatically 
changes its estimated effect on log-wage for Asians.

The other parameter estimate that changes notably for 
Asians is the intercept. For Asian men, the OLS estimate of 
the intercept is −1.73, which is highly significant, but the 
2SLS estimate is 1.39 and is not significant at the .05 level. 
For Asian women, the OLS estimate of log-COLI is –.97, 
which is highly significant, but the 2SLS estimate is .52 and 
is not significant at the .05 level. Usually the estimates for 
intercepts do not involve much substantive significance in 
regression analyses, but in this case, our models are sepa-
rated by demographic group so that the intercepts are quite 
relevant when calculating predicted values for each group to 
assess net racial effects.

Table 4 shows that in the case of white men, the Hausman 
test is not statistically significant at the .05 level. This find-
ing indicates that the OLS estimate for log-COLI (i.e., .70) is 
not statistically different from its 2SLS estimate (i.e., .67) 
despite a very large sample size of 377,428 for white men. 
The coefficient for the intercept is also similar across the two 
estimation methods for white men. These results underscore 
the importance of estimating the baseline model separately 
by demographic group because the coefficients for Asian 
men are more critically affected by 2SLS estimation than 
white men.

In the case of white women, Table 4 indicates that the 
Hausman test is significant. In this regard, white women are 
similar to Asian men and Asian women but contrast with 
white men. For white women, the 2SLS estimate of log-
COLI is .89, which is the least inelastic among the four 
demographic groups. The 2SLS estimate of the intercept for 
white women is more negative than its OLS estimate.

These results in Table 4 reveal that the wages of whites 
are significantly increased when residing in areas with a 
higher COLI (most so in the case of white women), albeit an 
inelastic effect. In the case of Asians, however, wages do not 
seem to necessarily increase at all when residing in an area 
with a higher COLI. We interpret these findings as indicating 
that Asians are less adverse to residing in a high COLI place. 
Compared to whites, Asians are either less likely to move 
away from a high COLI place to a low COLI place, or they 
are more willing to move to a high COLI place despite not 
incurring a compensatory wage increase.

To estimate the net effect of being Asian, we used the esti-
mates in Table 4 to calculate the predicted values for each 
demographic group based on various selected values on the 
independent variables. As discussed earlier, the estimate of 

the net racial effect of being Asian is equal to (Y
A

−Y
W

), 
which is computed separately for each gender. Because each 
estimated coefficient in each regression is obtained condi-
tionally on all of the other variables also being in the model, 
every independent variable is included in the calculation of 

the predicted value regardless of whether or not its coeffi-
cient is statistically significant at the .05 level.

The results of these calculations are shown in Table 5. 
Different predicted values are computed by varying the edu-
cational level. For the educational levels at the bachelor’s 
degree and higher, predicted values are further differentiated 
for engineering majors and liberal arts majors. All of the cal-
culations assume an age of 45 and a log-COLI of 4.6.

For example, among men with only a high school degree, 
the predicted log-wage for Asians is 3.03 while for whites it 
is 3.05, as shown in Table 5. The difference is –.02, which 
refers to the net effect of being Asian for men aged 45 with 
only a high school degree and a log-COLI of 4.6. The t test 
statistic for this net effect is –.56, which is not significant at 
the .05 level. For men with a bachelor’s degree in liberal arts, 
Table 5 shows that the predicted log-wage for Asians is 3.29 
while for whites it is 3.36. The difference is –.07, which 
refers to the net effect of being Asian for men aged 45 with a 
bachelor’s degree in liberal arts and a log-COLI of 4.6. The t 
test statistic for this net effect is –.64, which is not significant 
at the .05 level. In fact, Table 5 shows that none of the net 
racial differentials are statistically significant for men at the 
.05 level, suggesting that there is no wage differential 
between Asian men and white men.

Table 5 also shows the predicted log-wages for Asian 
women and white women, but in this case, the net racial dif-
ferentials are all uniformly positive. For women with an 
associate degree, the predicted log-wage for Asians is 3.01 
while for whites it is 2.88. The difference is .13, which refers 
to the net effect of being Asian for women aged 45 with an 
associate’s degree and a log-COLI of 4.6 (i.e., an approxi-
mately 13 percent higher wage). The t test statistic for this 
net effect is 3.48, which is significant at the .05 level.

For women with a bachelor’s degree in engineering, the 
predicted log-wage for Asians is 3.69 while for whites it is 
3.50. The difference is .19, which refers to the net effect of 
being Asian for women aged 45 with a bachelor’s degree in 
engineering and a log-COLI of 4.6 (i.e., an approximately 19 
percent higher wage). The t test statistic for this net effect is 
3.18, which is significant at the .05 level. Table 5 shows that 
Asian women also have positive net racial effects that are sta-
tistically significant for a master’s degree in engineering (i.e., 
a 16 percent higher wage), a professional degree in engineer-
ing (i.e., a 14 percent higher wage), a bachelor’s degree in 
liberal arts (i.e., a 15 percent higher wage), and a master’s 
degree in liberal arts (i.e., a 15 percent higher wage).5

5The field of study for graduate degrees (master’s, professional, 
and doctoral) is not known in the American Community Survey 
(ACS) so that our indicators of field of study only refer to the bach-
elor’s degree. This omission is somewhat less critical for graduate 
degrees, however, since the lifetime earnings for a graduate degree 
in science, technology, engineering, or math (STEM) or liberal arts 
are not that much different than for an undergraduate degree in 
STEM or liberal arts (Kim, Tamborini, and Sakamoto 2015).
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Although not shown, we computed the net racial effects 
as calculated in Table 5 but using OLS estimates for the base-
line model as given in Table 4. Then the calculated net racial 
effects were more similar to the estimates provided in Table 
3 based on OLS for the baseline model. For men, the net 
racial effects were often negative and statistically significant, 
while for women they were usually not statistically signifi-
cant. These auxiliary calculations confirm that after breaking 
down by demographic group, the 2SLS estimates (and the 
associated issue of the endogeneity of log-COLI) are the 
main source of the finding that there is no wage differential 
between Asian men and white men and that it is sometimes 
positive for Asian women compared to white women.

Discussion and Conclusions

No sociologists argue that the income differential between 
whites and Native Americans is overstated due to the fact 
that the latter group, being more rural, has a much lower cost 
of living. No sociological studies conclude that the income 
differential between whites and African Americans is over-
stated because African Americans are more likely to live in 

rural areas of the southeastern United States (e.g., Mississippi, 
Alabama) where the cost of living is low. Hispanics dispro-
portionately reside in the states and areas bordering Mexico 
where the cost of living tends to be lower, but no one argues 
that the Hispanic income disadvantage is thereby exagger-
ated. To the contrary, an entire literature contends that in 
urban areas, African Americans are causally disadvantaged 
(relative to whites) by residing in neighborhoods where the 
costs of housing are substantially lower (Desmond and 
Emirbayer 2016). The conventional wisdom that Asians are 
disadvantaged (relative to whites) by residing in neighbor-
hoods where the costs of housing are substantially higher is 
logically inconsistent with how other minority groups are 
analyzed in the contemporary literature on racial/ethnic 
relations.

A more extreme rationale for disregarding the incomes of 
Asian Americans is to deny that they are even a legitimate 
group of inquiry in the first place purportedly because a few 
demographically tiny ethnic groups (i.e., Cambodians, 
Hmong, and Laotians) tend to have below average socioeco-
nomic attainments (Sakamoto et al. 2009). This curious view 
contrasts with the lack of any reluctance among sociologists 

Table 5.  Predicted Log-wage for Demographic Groups by Educational Level and Field of Study Using Two-stage Least Squares 
Estimates.

Asian Men White Men Difference t Test
Asian 

Women
White 

Women Difference t Test

No bachelor’s degree
  Less than high school 2.8315 2.8601 −.0286 −.4604 2.6106 2.5230 .0876 1.0783
    SE .0617 .0072 .0808 .0084  
  High school 3.0300 3.0528 −.0228 −.5554 2.7652 2.7184 .0468 1.2131
    SE .0409 .0039 .0384 .0037  
  Associate degree 3.2095 3.1572 .0523 1.6078 3.0066 2.8790 .1276*** 3.4841
    SE .0324 .0029 .0365 .0030  
Engineering majors
  Bachelor’s degree 3.7721 3.7424 .0297 .5572 3.6897 3.5005 .1892** 3.1788
    SE .0529 .0061 .0571 .0168  
  Master’s degree 3.9554 3.8886 .0668 1.1971 3.8503 3.6886 .1617** 2.7689
    SE .0554 .0068 .0559 .0169  
  Professional degree 4.2910 4.2186 .0724 1.0517 4.1144 3.9723 .1421* 1.9987
    SE .0678 .0116 .0684 .0194  
  Doctoral degree 3.9529 4.0346 −.0817 −.9634 3.9714 3.8852 .0862 .9857
    SE .0838 .0127 .0852 .0197  
Liberal arts majors
  Bachelor’s degree 3.2925 3.3587 −.0662 −.6410 3.2390 3.0870 .1520** 2.6892
    SE .1029 .0089 .0561 .0069  
  Master’s degree 3.4758 3.5048 −.0290 −.2463 3.3996 3.2751 .1245* 2.1902
    SE .1174 .0092 .0564 .0071  
  Professional degree 3.8114 3.8349 −.0235 −.2151 3.6637 3.5588 .1049 1.5700
    SE .1085 .0126 .0658 .0116  
  Doctoral degree 3.4733 3.6509 −.1776 −1.4312 3.5207 3.4717 .0490 .5659
    SE .1233 .0140 .0857 .0124  

Note. The predicted values are based on age = 45 and log-Cost of Living Index = 4.6.
*p ≤ .05. **p ≤ .01. ***p ≤ .001.
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to study the average incomes of whites, Hispanics, African 
Americans, and Native Americans—while ignoring Asians 
(Desmond and Emirbayer 2016)—despite the fact that 
whites, Hispanics, African Americans, and Native Americans 
are far from ethnically homogeneous (Sakamoto et al. 2009).6 
We do not dismiss ethnic variation within the Asian category 
(i.e., we have published extensively on that topic), but we 
nonetheless contend that all racial groups are broad, socially 
constructed (rather than “real”) categories that are character-
ized by a great deal of internal variability of various sorts 
(Sakamoto et al. 2009). The investigation of Asian American 
income is no less legitimate than the study of the incomes of 
any other racial/ethnic category such as whites or Hispanics.

We have sought to shed light of the issue of the cost of 
living among Asian Americans rather than obliquely avoid-
ing serious scrutiny of it by continuing to reiterate the con-
ventional talking points on this matter (Kim and Mar 2007; 
National Public Radio 2013; Ramakrishnan and Ahmad 
2014). We have used recent data from the ACS to assess 
whether native-born Asian Americans have achieved labor 
market parity relative to whites in terms of the hourly wage 
after accounting for the cost of living. In keeping with prior 
research, we focused on the expanding population of native-
born Asian Americans to minimize unobserved heterogene-
ity when assessing labor market processes. A notable 
advantage of our analysis over other studies (e.g., Zeng and 
Xie 2004) is that we control for field of study (i.e., for those 
with a college degree) because even native-born Asian 
Americans are overrepresented in STEM areas, which tend 
to pay higher wages.

Our results corroborate that the average COLI is higher 
for Asian Americans. This finding is perhaps not surprising 
given our other findings indicating that Asian Americans are 
far more likely than whites to have been born in California, 
Hawaii, or New York, where COLI is higher. Other descrip-
tive statistics reveal that Asians have substantially higher 
total family incomes so that they are presumably more capa-
ble of affording a higher COLI.

Much prior research has treated region of residence as an 
exogenous independent variable akin to age or education as 
being primarily a predetermined (i.e., pre–labor market) 
characteristic (e.g., Hirschman and Wong 1984; Snipp and 
Cheung 2016). Our analysis goes beyond this simplistic 
assumption to estimate models in which COLI is an endog-
enous variable with respect to log-wage. The results indicate 
that COLI is exogenous only for white males. In the case of 
Asians using these data and models, COLI is endogenous, 
and 2SLS estimates yield substantively different conclusions 
from OLS.

The 2SLS estimates indicate that the wage differential 
between Asian men and white men is not statistically signifi-
cant. For women, the wage differential is either not signifi-
cant or significant with a positive net effect in favor of 
Asians. The 2SLS estimates thus lead to the conclusion of 
failing to reject the hypothesis of no discrimination against 
native-born Asian American men and women. After ade-
quately accounting for the cost of living, Asian Americans 
seem to have overcome the disadvantage of nonwhite minor-
ity status in the contemporary labor market.

One could question the adequacy of the instrumental vari-
ables that are used in the 2SLS estimation. This is a reason-
able concern that is common in studies using 2SLS. However, 
our results indicate that 2SLS yields estimates that are very 
different from the OLS estimates for Asians but less so for 
whites (especially in the case of white men, for whom COLI 
can be treated as exogenous for these data). The very fact that 
the results reveal such a major racial difference using the 
same instrumental variables suggests that they are useful to 
consider and that they are uncovering an important racial 
aspect of the relationship between wages and area of resi-
dence. The estimated racial differential in the endogeneity is 
theoretically explicable in terms of the probable regional 
preferences of native-born Asian Americans, their higher 
household incomes, and their greater observed propensity to 
reside in high COLI places such as California and Hawaii. 
We furthermore argue that dismissing the adequacy of the 
exclusion restriction for our instrumental variables (e.g., 
state of birth) represents a much higher standard of method-
ological certainty than the common practice in the literature 
of assuming that current region is exogenous with respect to 
earnings (Kim and Sakamoto 2010).

One could alternatively suggest that native-born Asian 
Americans prefer California, Hawaii, and New York because 
they face greater labor market discrimination in other parts 
of nation such as the South. However, the growth rate of the 
Asian population (including the foreign born) is higher in the 
South and Midwest than the West (Sakamoto et al. 2013). 
Furthermore, the household incomes and wages of Asians in 
the South versus whites in the South actually exceed those 
racial differentials in the West because whites in the South 
tend to be less educated and less regionally mobile than 
whites in the West (Sakamoto et al. 2013). The lack of 
employment opportunities for higher paying jobs probably 
characterizes California and Hawaii more than the South, 
which has had dramatic economic and population growth in 
recent decades, including among Asian Americans (Sakamoto 
et al. 2013). In other OLS results for our data (available on 
request), we find that the net Asian-white wage differential 
for men was most negative in the Pacific but not statistically 
significant in the South.

In conclusion, the reluctance of many sociologists to seri-
ously investigate and theorize the significance of Asian 
American socioeconomic circumstances is not simply an 
accidental oversight (Sakamoto et al. 2009). Our analysis of 

6The peculiar treatment of Asian Americans in sociology is evident 
in many textbooks that extensively consider the incomes of African 
Americans but often suppress the reporting of information on Asian 
American incomes (e.g., Wright and Rogers 2011).
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wages suggests, however, that native-born Asian Americans 
do not appear to fit the conventional paradigm according to 
which whites are always privileged over nonwhite minorities 
in the contemporary labor market (Desmond and Emirbayer 
2016). Denying the existence of Asians as a “real” category 
or emphasizing their higher COLI are not convincing ratio-
nales for maintaining that the white-privilege model neces-
sarily explains all racial/ethnic relations. In the case of Asian 
Americans, their higher levels of a scarce class resource—
namely, education—may be their key characteristic that has 
allowed them to reach wage parity with whites in the labor 
market of the twenty-first century (Maia et al. 2015; 
Sakamoto and Furuichi 1997; Sakamoto and Kim 2003).

References

Black, Dan, Natalia Kolesnikova, and Lowell Taylor. 2009. 
“Earnings Functions When Wages and Prices Vary by 
Location.” Journal of Labor Economics 27:21–47.

Bonilla, Roberto, and Francis Kiraly. 2013. “Marriage Wage 
Premium in a Search Equilibrium.” Labour Economics 
24:107–15.

Borjas, George J. 2006. “Native Internal Migration and the Labor 
Market Impact of Immigration.” Journal of Human Resources 
41:221–58.

Borjas, George J., Richard B. Freeman, and Lawrence Katz. 1996. 
“Searching for the Effect of Immigration on the Labor Market.” 
American Economic Review 86:246–51.

Bratsberg, Bernt, and James F. Ragan, Jr.  2002. “The Impact of 
Host-country Schooling on Earnings.” Journal of Human 
Resources 37:63–105.

Cain, Glen G. 1987. “The Economic Analysis of Labor Market 
Discrimination: A Survey.” Handbook of Labor Economics 
1:693–781.

Desmond, Matthew, and Mustafa Emirbayer. 2016. Race in 
America. New York: W.W. Norton & Company.

Farley, Reynolds. 1996. The New American Reality. New York: 
Russell Sage Foundation.

Fryer, Roland G. 2011. “Racial Inequality in the 21st Century: 
The Declining Significance of Discrimination.” Handbook of 
Labor Economics 4:855–971.

Greenman, Emily. 2011. “Asian American–White Differences in 
the Effect of Motherhood on Career Outcomes.” Work and 
Occupations 38:37–67.

Greenman, Emily, and Yu Xie. 2008. “Double Jeopardy? The 
Interaction of Gender and Race on Earnings in the United 
States.” Social Forces 86:1217–44.

Hirschman, Charles, and Morrison G. Wong. 1984. “Socioeconomic 
Gains of Asian Americans, Blacks, and Hispanics: 1960–
1976.” American Journal of Sociology 90:584–607.

Hout, Michael. 2012. “Social and Economic Returns to College 
Education in the United States.” Annual Review of Sociology 
38:379–400.

Hurh, Won M., and Kwang C. Kim. 1989. “The ‘Success’ Image of 
Asian Americans: Its Validity, and Its Practical and Theoretical 
Implications.” Ethnic and Racial Studies 12:512–38.

Kamo, Yoshinori. 2000. “Racial and Ethnic Differences in Extended 
Family Households.” Sociological Perspectives 43:211–29.

Kim, ChangHwan, and Arthur Sakamoto. 2010. “Have Asian 
American Men Achieved Labor Market Parity with White 
Men?” American Sociological Review 75:934–57.

Kim, ChangHwan, Christopher R. Tamborini, and Arthur Sakamoto. 
2015. “Field of Study in College and Lifetime Earnings in the 
United States.” Sociology of Education 88:320–39.

Kim, ChangHwan, and Yang Zhao. 2014. “Are Asian American 
Women Advantaged? Labor Market Performance of College 
Educated Female Workers.” Social Forces 93:623–52.

Kim, Marlene, and Don Mar. 2007. “The Economic Status of Asian 
Americans.” Pp. 148–84 in Race and Economic Opportunity 
in the Twenty-first Century, edited by M. Kim and D. Mar. 
London: Routledge.

Ko, Gilbert K., and Clifford C. Clogg.1989. “Earnings Differentials 
between Chinese and Whites in 1980: Subgroup Variability and 
Evidence for Convergence.” Social Science Research 18:249–70.

Lafakis, Chris, and Steven G. Cochrane. 2010. “U.S. Metro Area 
Cost of Living Index Update.” Moody’s Analytics Regional 
Financial Review. Retrieved October 28, 2017 (https://www.
economy.com/store/samples/regional-cost-of-living.pdf).

Lee, Jennifer C., and Samuel Kye. 2016. “Racialized Assimilation 
of Asian Americans.” Annual Review of Sociology 42:253–73.

Maia, Alexandre G., Arthur Sakamoto, and Sharron X. Wang. 2015. 
“The Socioeconomic Attainments of Japanese-Brazilians and 
Japanese-Americans.” Sociology of Race and Ethnicity 1:547–63.

National Public Radio. 2013. “Asian-Americans: Smart, High-
incomes and Poor?” Retrieved October 28, 2017 (http://www.
npr.org/templates/story/story.php?storyId=185534666).

Pew Research Center. 2013. “The Rise of Asian Americans.” 
Retrieved October 28, 2017 (http://www.pewsocialtrends.
org/2012/06/19/the-rise-of-asian-americans/).

Ramakrishnan, Karthick, and Farah Z. Ahmad. 2014. “Income and 
Poverty: The State of Asian Americans and Pacific Islanders.” 
Retrieved October 28, 2017 (https://cdn.americanprogress.org/
wp-content/uploads/2014/08/AAPI-IncomePoverty.pdf).

Sakamoto, Arthur, and Satomi Furuichi. 1997. “Wages among 
White and Japanese-American Male Workers.” Research in 
Social Stratification and Mobility 15:177–208.

Sakamoto, Arthur, Kimberly A. Goyette, and ChangHwan Kim. 
2009. “The Socioeconomic Attainments of Asian Americans.” 
Annual Review of Sociology 35:255–76.

Sakamoto, Arthur, and ChangHwan Kim. 2003. “The Increasing 
Significance of Class, the Declining Significance of Race, and 
Wilson’s Hypothesis.” Asian American Policy Review 12:19–42.

Sakamoto, Arthur, ChangHwan Kim, and Isao Takei. 2012. “The 
Japanese-American Family.” Pp. 252–76 in Ethnic Families in 
America, edited by R. Wright. New York: Prentice Hall.

Sakamoto, Arthur, ChangHwan Kim, and Isao Takei. 2013. “Moving 
out of the Margins and into the Mainstream: The Demographics 
of Asian Americans in the New South.” Pp. 131–64 in Asian 
Americans in Dixie: Race and Migration in the South, edited by 
K. Y. Joshi and J. Desai. Urbana: University of Illinois Press.

Snipp, C. Matthew, and Sin Yi Cheung. 2016. “Changes in Racial 
and Gender Inequality since 1970.” The ANNALS of the 
American Academy of Political and Social Science 663:80–98.

Stewart, Quincy T., and Jeffrey C. Dixon. 2010. “Is It Race, 
Immigrant status, or Both? An Analysis of Wage Disparities 
among Men in the United States.” International Migration 
Review 44:173–201.

https://www.economy.com/store/samples/regional-cost-of-living.pdf
https://www.economy.com/store/samples/regional-cost-of-living.pdf
http://www.npr.org/templates/story/story.php?storyId=185534666
http://www.npr.org/templates/story/story.php?storyId=185534666
http://www.pewsocialtrends.org/2012/06/19/the-rise-of-asian-americans/
http://www.pewsocialtrends.org/2012/06/19/the-rise-of-asian-americans/
https://cdn.americanprogress.org/wp-content/uploads/2014/08/AAPI-IncomePoverty.pdf
https://cdn.americanprogress.org/wp-content/uploads/2014/08/AAPI-IncomePoverty.pdf


14	 Socius: Sociological Research for a Dynamic World ﻿

Takei, Isao, Arthur Sakamoto, and Daniel A. Powers. 2012. 
“Are Asian Americans Disadvantaged by Residing More 
in the West? Migration, Region, and Earnings among Asian 
American Men.” Sociological Mind 2:158–68.

Wright, Erik O., and Joel Rogers. 2011. American Society: How It 
Really Works. New York: W.W. Norton & Company.

Xie, Yu, and Kimberly A. Goyette. 2004. A Demographic Portrait 
of Asian Americans. New York: Russell Sage.

Zeng, Zhen, and Yu Xie. 2004. “Asian-Americans’ Earnings 
Disadvantage Reexamined: The Role of Place of Education.” 
American Journal of Sociology 109:1075–108.

Author Biographies

Sharron Xuanren Wang is a doctoral candidate in the 
Department of Sociology at Texas A&M University. Her research 

interests include inequality and stratification, racial/ethnic rela-
tions, and immigration. For her dissertation, she is using the 
Geocode data from the 1997 National Longitudinal Survey of 
Youth to examine the socioeconomic outcomes of second-gener-
ation immigrants.

Isao Takei is assistant professor of international relations at 
Nihon University in Shizuoka, Japan. He has a master’s degree in 
sociology from Texas A&M University and a PhD in sociology 
from the University of Texas at Austin. His research interests 
include racial and ethnic relations, social stratification, and 
Japanese studies.

Arthur Sakamoto is professor in the Department of Sociology at 
Texas A&M University. His areas of research interest include 
inequality and stratification, economic sociology, and racial/ethnic 
relations.


