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Attracting Immigrants to an Urban Area
Literature Review and Findings

EXECUTIVE SUMMARY

The C.E. & S. Foundation has engaged econo-

mists at the University of Louisville to learn what
causes immigrants to choose certain locations over
others in the United States, to understand why the
Louisville area attracts so few immigrants, and to
help find ways to reverse that trend.

This report summarizes the first phase of our re-
search — a review of the large literature on immi-
gration flows. In the second phase, we are using
these research findings to specify an econometric
model that quantifies the effects of the many forces
determining immigrant location choice. This model
will be customized to the Louisville experience, and
be used to generate predictions to help local lead-
ers improve the quantity and quality of immigrant
flow to the Louisville area.

The scholarly literature on immigration dates back
more than a century and spans many disciplines in-
cluding demography, economics, political science,
and sociology. While most published research ad-
dresses the question of international flows of im-
migrants, there is a strong vein of writings on intra-
national flows as well. We have synthesized the find-
ings from over 50 publications dealing with the
causes, as well as the costs and benefits of immi-
gration flows to US cities.

The most important findings from our review of

the literature are:

» The key factors that determine the number of
immigrants in each metropolitan area are: the
size of existing immigrant population, the city’s
total population, strength of the economy mea-
sured by wage and unemployment rates, level
of welfare benefits and taxation, industry struc-

ture of the local economy, distance from the
main “gateway cities” and source countries, and
climate.

The single most important immigrant pull fac-
tor for a particular location is the size of the
already existing ethnic community in a Metro-
politan Statistical Area (MSA), measured di-
rectly or in terms of percentage of all US for-
eign-born residents of a given ethnicity resid-
ing in a given location. Thus, having too few
immigrants of a particular ethnicity in a city
means the future inflow of immigrants of this
ethnicity to this city will be relatively slow.

However, having too many immigrants of one
ethnicity in a given city makes settling there for
the new immigrants too easy and leads to a de-
cline in their important “quality” characteris-
tics.! These include average education level,
English proficiency, and skills. In addition, a
larger size of immigrant communities correlates
positively with higher welfare use/dependency
and with such negative externalities as conges-
tion.

The balance of benefits and costs of immigra-
tion for a particular location (state, MSA) de-
pends on the size and composition of the im-
migrant community. For all immigrants residing
in the US (about 26 million), the economic ben-
efits of their presence for natives are found to
be fairly close to economic costs born by na-
tives in the form of additional taxation.

The benefits for natives generally outweigh the
costs when immigrants are well educated, are
in a productive age, and are fluent in English.

! Here and throughout the text immigrant quality is discussed only in the sense of an immigrant’s economic potential, and

should not be interpreted as an effort to evaluate individuals solely on the basis of their skills and education.



In terms of legal categories of immigrants, such
“beneficial” persons tend to be found among
employment-based as opposed to family-based
immigrants.

» On average, immigrants coming to the US have
significantly lower education levels than US na-
tives. In recent years the largest groups of US
immigrants were the low-skilled workers from
Mexico and the Caribbean. Therefore, just in-
creasing the existing immigrant population of
Louisville without control of the structure of
the inflow might not be a good idea. This could
lead to a heavier burden of local taxation and
possibly to sizeable wage losses for low-skilled
natives, particularly among high school drop-
outs and blue collar workers, who will have to
compete for jobs with the newcomers.

» We have not found any published studies that
consider a state/city level program to attract
immigrants. Most of the debates in the econom-
ics and general literature are concerned with the
opposite problem: how to contain the existing
level of migration or change its composition.
The possible Louisville initiative might be a
unique experiment.

Based on our findings so far, we plan to focus on
two indicators in developing our recommendations
for Louisville: the education level of new immigrants
and the optimal size of ethnic communities in the
city. The role of education-based immigration
planning is particularly important for Louisville, as
it would contribute also to improvement in its
standing against other US cities in terms of average
education level.

To attain the most beneficial results from
immigration, Louisville may need to formulate a
selective policy that will in effect counter the
general immigration trends resulting from the
“skills-blind” national immigration legislation.
This “counter-policy” will have to be selective in
nature and focus on attracting immigrants with
high education and skill levels. More definitive
answers can only be given after an extensive data
examination is completed.

This report is organized into five sections. The first
deals with the question of how and when immigrants
choose to locate in the United States, and how their
choices affect the host communities. The second
section addresses “immigrant quality”, skill-level,
age, language; it also considers the assimilation
problems that immigrants and host communities face
under various circumstances. In the third section,
we examine the economic impacts of immigration.
Does immigrant inflow raise or lower local prices
and wages, raise human capital, create companies,
help or hurt the local tax base? The fourth section
summarizes the immigration experience of several
prominent immigrant destination communities —
New Jersey, New York, Miami, and San Francisco.
Finally, in the fifth section we discuss and desctibe
the models of immigrant inflow that are to be tested
to measure the strength of various factors
determining the scope and quality of potential
immigrant inflow to Louisville.

The report also includes two appendices. The first
surveys the available data on immigration flows and
their characteristics, documenting data sources and
the data limitations. The second appendix provides
the latest statistical report from the Immigration and
Naturalization Service, including tables on recent
trends in legal immigration.
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I. IMMIGRANTS’ LOCATION CHOICES: BACKGROUND INFORMATION

1. Categories of immigrants

Every year between 700,000 and one million
foreign-born individuals permanently settle in the
US. At 30-40 immigrants per ten thousand US
residents, the immigration inflow of the 1990s was
higher than at any other time in this century other
than during the 1905-15 period, when it stood at
111 immigrants per ten thousand residents. Between
1990 and 1998 the foreign-born population of the
US grew by 6.5 million and accounted for 32% of
the total US population growth in that period
(Current Population Survey, 1998).

All foreign nationals who legally come to the US
fall into one of the following three groupsz.

1. Immigrants, including such categories as: (1)
family sponsored immigrants; (if) employment-
based immigrants; (i1) refugees and asylees; and
(iv) diversity immigrants.

2. Long-term visitors, including: (1) non-immigrant
professional visa holders; and (i1) students.

3. Short-term visitors, including (1) tourists; and
(i) business visitors.

For each category of legal immigrants the US
Immigration and Naturalization Service (INS)
establishes an annual “cap” which includes the
principal immigrant and his/her immediate family
members. At present, for family sponsored
immigrants the cap 1s set at 480,000; for
employment-based immigrants at 140,000°; for
refugees and asylees at 77,000; for diversity
mmmigrants at 55,000. The limit, however, is not

strict for the family-sponsored category as immediate
relatives of US citizens are guaranteed the right of
the permanent residency in the US, the so-called
“green card.”

The overwhelming majority of immigrants come to
the US as relatives of US citizens and permanent
residents. In 1998 the total number of foreigners
admitted to the US as permanent residents was
660,447 and another 110-140,000 filed papers
necessary for admission in the future (US INS; 1999).
Of all persons granted permanent residency in
1998, family sponsored immigrants comprised
72.0%, employment-based 11.7%, refugees and
asylees 8.3 %, and diversity immigrants 6.9%. More
detailed data are provided in Appendix B.

Long-term visitors such as professional visa holders
and students are not considered immigrants. Their
visas allow them to live in the US on a temporary
basis. For professionals it is usually no more than
six years.Students may stay for the duration of their
studies, with no automatic right of employment in
the US. The number of these longer-term visitors
fluctuated in recent years; around 65-115,000 a year
for professionals and 300-400,000 for students.* For
professional visa holders the INS establishes a strict
annual limit. This limit was 65,000 in 1992-98,
115,000 in 1999 and 2000 (OECD, 1999).

The rest of the foreign-born visitors are tourists and
business visitors who usually stay in the US for less
than a month. Numerically they are the largest
category — about 25 million people in 1997,
including 19 million toutrists (INS' Szatistical Yearbook,
1997).

*Not included among these are illegal aliens, several hundred thousands of whom cross the US borders every year.

?The vibrant US economy of the 1980s and 1990s has made the US government more willing to encourage the employment-

based immigration. The 1990 Immigration Law increased the annual employment-based quota from 50,000 (set by the 1965

Immigration Act) to 140,000.

* Immigration statistics overstate actual numbers of newly artiving students as some of the already entolled students travel to

and from the US during each year.
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Figure 1. Immigrants in 1998
Top 15 Countries of Origin

Philipines 4.6%

Source: 1998 Current Population Survey

However, their economic impact on the US
compared to that of immigrants 1s quite limited.

Most permanent immigrants come to the US via
family channels. Thus, a few countries whose
representatives settled here in large numbers in
previous years dominate immigrant flow. In the last
fifteen years the top five countries of immigrant
origin were Mexico, Philippines, China, Dominican
Republic, and India. In 1998, for example, out of
660,447 total of legal immigrants, 131,575 came
from Mexico, 36,884 from China, 36,482 from India,
34,466 from Philippines, and 20,387 from
Dominican Republic (see Figure 1). To compare,
immigration that year from all of Europe was
90,793, immigration from all of Africa was 40,660,
immigration from Russia was 11,529, and from
Canada was 10,190. The immigration diversity
program, launched by the US in 1995, 1s aimed to
correct this imbalance. The program provides for

55,000 “green cards” to be distributed annually to
the nationals of under-represented continents and
countries via lottery. In 1999 for example, 42% of
the selected individuals were from Europe and 38%
from Africa (OECD, 1999).°

The flows of immigrants admitted to the US every
year replenish and increase the sfock of immigrants
or foreign-born population. In 1998 the foreign-born
population in the US was estimated at 26.3 million,
or nearly 10% of the total US. The foreign-born
comprise 12% of the US labor force, compared to
9.3% 1n 1990 and 5% in 1970. The composition of
the foreign-born changed dramatically in the last
decades. In 1970 immigrants of European origin
were 60% of the total. By 1990 their share shrunk
to less than that of Asians. Mexican and Central
American immigrants account for the largest share

of foreign-born (OECD, 1999).

>'This program generates wide interest around the wotld. In 1999 3.4 million people applied for the 55,000 permits offered in

the lottery — 64 persons per permit (OECD, 1999).
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Figure 2: Percentage Foreign-Born
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2. Location choice patterns for US immigrants
In the US, most of the new immigrants tend to settle
in just a few states and metropolitan areas. The top
six destinations since 1970 were so-called “immi-
grant states”: California, New York, Florida, Texas,
New Jersey, and Illinois. In 1996 two metropolitan
areas in these states — New York City and Los An-
geles- absorbed 143,000 immigrants or 21% of the
total for that year.

As a result of highly focused immigration inflows,
the foreign-born population pool in the US is geo-
graphically highly concentrated. As of 1998, of
the 26.3 million total foreign-born, 71% reside in
the six immigrant states, compared to 60% of all
foreign-born in 1960. California alone has 31%, NY
— 14%. On the metro-area level concentration is
even higher. Over 50% of all foreign-born reside in
just 5 metropolitan statistical areas (MSA), the so
called gateway cities:Los Angeles, New York, Mi-
ami, San Francisco and Chicago (see Figure 2).

Attracting Immigrants to an Urban Area

Location patterns for immigrants differ significantly
depending upon their legal category; source coun-
try, and their education level. Thus, of four major
legal categories of immigrants, the most geographi-
cally concentrated are family-based immigrants, the
least concentrated are employment-based immi-
grants; refugees and asylees are in between. The
non-immigrant long-term visitors (professionals and
students) are also less concentrated than family-
based immigrants. Illegal immigrants are highly con-
centrated.

3. Immigrant population of Kentucky and
Louisville
Based on legal immigration statistics, Kentucky is
generally not considered by immigrants as a top des-
tination. In 1997 per ten thousand of population,
Kentucky attracted only 5 immigrants (1,939
people), compared to 8 for Tennessee, 7 for Indi-
ana and Ohio, and 29 for the US as a whole. By this
indicator, Kentucky is close to the bottom of all 50
states. The top ten countries from which immigrants



came to Kentucky were Yugoslavia (mostly refu-
gees from Bosnia), India, Vietham, Canada, China,
Mexico, Philippines, Britain, Korea, and Ukraine.
Characteristically, Kentucky ranks at the very top
in terms of attracting foreign capital. Location pri-
orities of foreign capital and foreign labor can be
expected to differ.

Kentucky has a much smaller share of immigrant
population compared to other states, while Louis-
ville has a smaller share of immigrants than most
of its peer cities, and a much smaller share than is
found in the largest 25 metro areas. The inflow of
immigrants to Louisville in the 1980s and 1990s
was dominated by refugees (in terms of legal cat-
egories of immigrants) and in terms of source coun-
tries by Vietnamese (in the 1980s) and Mexicans,
Bosnians and Ukrainians (in the 1990s). In 1990-
98, Jefferson County has attracted 5,200 immigrants,
about a third of the state’s total. The most rapidly
growing segments of Kentucky’s population are
probably Mexicans and Asians. In 1990-98, the
foreign-born Hispanic population of Kentucky in-
creased from 22.1 to 32.5 thousand while the for-
eign-born Asian population increased from 18.2 and
27.1 thousand. In Jefferson County, the Hispanic
foreign-born population increased in this period from
4.5 to 6.2 thousand and the Asian foreign-born
population increased from 4.9 to 7.0 thousand.

4. Location choice factors for US immigrants
The multitude of factors that can potentially influ-
ence an immigrant’s location decision can be broadly
classified into two groups: the characteristics de-
termining the attractiveness for an immigrant of a
particular location, such as a city (“pull” factors)
and personal characteristics of an immigrant (“push”
factors).

Inside the pull group one can distinguish four broad
categories of characteristics, namely: (1) demo-
graphic; (i) economic; (iii) geographic; and (iv) cul-
tural. Each of these categories, in turn, include a
sub-set of factors. Thus, demographic characteris-
tics include the size of an already existing immi-
grant community in a city, and the total population
size of a city. The economic characteristics include

income levels, employment situation, structure of
the local economy, taxation and welfare levels.
Geographic factors include proximity of the city in
question to the main immigrant entry points, dis-
tance from immigrants’ countries of origin, and cli-
mate. Cultural factors include strength of educa-
tional and cultural facilities in a city, such as uni-
versities, schools, theaters, museums, etc.

Similarly in the push group of factors the most im-
portant are: (i) the education level of an immigrant;
(1) his or her legal category, such as family-based,
employment-based, refugee or illegal immigrant; (ii1)
the country of origin and ethnicity; and (iv) age at
the time of immigration. In each individual case of
immigration the interaction of all of the above fac-
tors determines the size and duration of immigrant
flows to particular cities and states.

Existing studies all agree that the single most im-
portant immigrant pull factor for a particular loca-
tion is the size of an already existing ethnic com-
munity in a state/MSA. The size of a community
can be measured directly or in terms of percentage
of all US foreign-born residents of a given ethnicity
residing in a given location (see, for example, Bartel,
1989; Dunlevy, 1991; Filer, 1992; Zavodny, 1998).
However, the impact of this factor is weaker for
employment-based immigrants and for better-edu-
cated immigrants in general. These categories of
immigrants evidently base their settlement decisions
on job opportunities, rather than on the promise of
security of the ethnic community environment. Pre-
dictably, the strongest association between the im-
migrant inflows and existing immigrant population
was found for family-based immigrants — cleatly a
result of so called “chain-migration”. For refugees
and asylees, whose location choices depend upon
the will of the US government and voluntary agen-
cies, the role of ethnic factors was found to be
weaker (but still stronger than for employment-
based immigrants).

Other factors that were found to at least sometimes
exert a statistically significant impact on the num-
ber of new immigrants settling in a particular loca-
tion are: the size of the overall population of a state/

Attracting Immigrants to an Urban Area



MSA; strength of the local economy, measured by
wage and unemployment rates; the level of welfare
benefits; and taxation. The impact of these factors
also differed by education, age, legal category of
immigration, etc. Thus, predictably the inflows of
refugees proved to be more dependent upon wel-
fare benefits, while inflows of employment-based
immigrants were found to be more dependent upon
the strength of the local economy. Overall, how-
ever, the influence of economic factors was dem-
onstrated to be much weaker than that of “ethnic
pull” (Zavodny, 1998).

Location factors for immigrants classified by source
country differ somewhat, with stronger “ethnic pull”
factor influences demonstrated for Hispanics and
weakest for Huropean immigrants (Bartel, 1989).
It 1s not clear how much of this dependence will
remain after it is controlled for education.

The secondary migration of the foreign-born residents
already in the US was found by researchers to be
more active than that of natives. In 1975-80, 2.5
million or 15% of the total number of all foreign-
born persons in the US moved from state to state,
compared to 7% of natives (Bartel and Koch, 1991).
However, this secondary migration of the foreign-
born is primarily led by the same factors that shape
primary immigration, in particular by the relative
sizes of the already existing ethnic communities.
Thus, secondary migration for the most part per-
petuates the existing geographical distribution of
immigrants. All but the most educated immigrants
tend to move to the states/MSAs with the highest
concentration of their compatriots (Bartel and
Koch, 1991; Belanger and Rogers, 1990; Kritz and
Nogle, 1994).

5. Benefits and costs of immigration

The economic impact of immigration on the US is
a subject of major controversy due to the highly
uneven level of education and skills of family-spon-
sored immigrants coming to the US from the poor
countries of the world. There is little debate, how-
ever, that the skill-based component of immigrant
flow (employment-based immigrants and profes-
sional visa holders) is a major contributor to US

Attracting Immigrants to an Urban Area

economic progress. Some regions of the US are
known to benefit from immigrant flow strongly (e.g.,
Silicon Valley in California; Saxenian, 1999).

Benefits

1. “General” economic benefits: Incoming immi-
grants help to produce goods and services which
results in an increase in output and decrease in
prices of goods and services that incoming im-
migrants help to produce. However, this im-
pact measured at the US national level as a
welfare gain for natives is by most accounts not
very significant — on the order of $10 billion a
year or about 0.1% of the US Gross Domestic
Product (GDP).

2. The “free human capital import” benefit: Most
adult immigrants come to the US with acquired
education paid for by the source country and
can immediately join the US labor force. This 1s
particularly important at present when the US
unemployment level at its lowest in 30 years,
and demand for labor surpassing supply in many
occupational categories. The benefit of human
capital import is, no doubt, real but hard to es-
timate. One estimate put it as high as $1.43 tril-
lion for all immigrants currently residing in the
US (Moore, 1998).

3. New technology, goods, and services: Foreign-
born entrepreneurs and engineers play an in-
creasing role in the US high-tech sector. About
one third of the Silicon Valley companies, for
example, are led by foreign-born individuals.
Foreign-born scholars play a growing role in the
US scientific community and figure prominently
among the US Nobel laureates. The labor short-
age 1s most acute in information technology (I'T)
personnel. Some estimates put the excess de-
mand for IT personnel (programmers, system
analysts, project managers, etc.) at 200,000 na-
tionally. These US companies are particularly
eager to hire foreigners and bring them to the
US (Kelly, 1998).

4. Offsetting the aging of the US population: The
newly arriving immigrants are younger than na-



tives (their median age is 27; for natives it is
35) and therefore help to slow down the aging
of the US population. This is important in the
long term (e.g. the Social Security solvency prob-
lem), as the baby boom generation has created
a “pig in the python” effect in the population
pyramid for the United States.

Other possible positive externalities, such as cul-
tural diversity: These benefits are much dis-
cussed in the popular literature but are hardest
to quantify.

Costs

1.

Labor market costs for natives: Most existing
studies agree that the impact of immigrants on
unemployment rates is negligible in regions/cit-
ies where most immigrants settle overall. The
impact on wage rates is found to be very slight
with the exception of two labor categories —
the lowest-education natives and immigrants
themselves. It is estimated for example than
about 44% of a reduction in the wages of US
high school dropouts in 1980-1994 s related to
competition from immigrants (Borjas, 1999).

Fiscal costs — short and long-term: The short-
term fiscal impact of immigration, defined as
total taxes paid by immigrants minus total pay-
ments received by them from all levels of gov-
ernment, is generally believed to be close to zero.
Yet this balance represents a significant net gain
at the federal level and net loss at the state and
local level where most payments to immigrant
households originate. Per native household, this
loss was estimated to be highest in California
(at $1,174 per year). Over the long term, for a
given cohort of immigrants their fiscal burden
tends to turn into surplus after 10 years (Smith
and Edmonston, 1997).

3. Fiscal gain/loss: The level of fiscal gain/loss
from immigration to natives also depends upon
the legal category of immigrants with employ-
ment-based immigrants being net payers into
the system, family-based close to neutral, illegals
net recipients of government funds, and refu-
gees being most costly.

4. Negative externalities: These include crime,
congestion, and inter-ethnic conflicts. Estimates
of these negative factors are scarce and
controversial. Some studies, for example, found
that crime in cities does not increase where the
percentage of immigrants is higher. Yet, patterns
of migration for white natives are negatively
correlated with the inflow of immigrants. For
example, in the 1980s migration to California
from other US states significantly slowed-down

after an increase of immigration from Mexico
(Koch, 1991; Botjas, 1997; Filer, 1992).

The balance between benefits and costs of
immigration is very hard to estimate. For a nation
as a whole it s sometimes estimated by comparing
the “quantifiable” components of benefits and
costs, welfare gains for natives and net fiscal cost
for natives. Such estimates yield the overall result,
which is close to zero (Borjas, 1999).
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II. IMMIGRANT QUALITY AND ASSIMILATION

At the heart of the immigration debate is the issue
of “quality of the immigrants” and how it impacts
their subsequent assimilation into the society. What
constitutes quality of immigration? Though the
variables can be many, immigration experts have
mostly focused on such factors as: (i) years of edu-
cation/skills; (ii) age; and (iii) English proficiency.
Of all these variables, education is considered to
be the best predictor of immigrant economic pet-
formance. Despite the incomparability of educa-
tion between and among immigrants born abroad
and the US natives, years of schooling is most easily
measurable indicator of education.’ In vatious stud-
ies the word “education” has been interchangeably
used with “skills.”

1. Trends in quality of immigration

Most US researchers agree that the educational at-
tainment of immigrants to US in the 1970s and
1980s shows a downward trend. According to
Botjas (1999), the average years of education of
immigrants entering the US has declined relative to
native-born Americans of the same age and sex. In
the 1940s, immigrant men had 0.8 more years of
schooling than native-born men and by 1980 they
had 0.7 fewer years of schooling. Although in ab-
solute terms the education of these immigrants in-
creased from 9.5 years of schooling in 1940 to 12
years in 1980, education of native population in-
creased even more rapidly.

The decline in educational attainment of immigrants
may be attributed to three factors (Cohen, Zach,
1997). First, there was a shift in the major source
countries for immigration from Europe and Canada
in the 1950s to Latin American countries during
the 1970s. Second, the 1965 Immigration Act intro-

duced a different rationing mechanism for immi-
gration visas. It abolished the national origin quo-
tas in favor of kinship preferences - as more edu-
cated immigrants became sponsors of their relatives,
schooling levels tended to decline. Third, there have
been changes in the incentives for self-selection of
immigrants over time, which is related to returns to
skill in the US relative to source countries. It has
been argued that the schooling level of immigrants
declined beginning in 1970s because the returns to
skill in the US declined in this period relative to
source countries and to other immigration destina-
tions. ’

However, by the end of the 1980s, this trend seems
to have reversed as the schooling level of most co-
horts has increased. Thus, comparison studies be-
tween the schooling of immigrants arriving in the
1970s and immigrants arriving during 1982-88 show
that the schooling gap between the native born and
the foreign-born shrunk from 1.3 years in the 1979
Current Population Survey (CPS) to 1.1 years in
the 1988 CPS.

Immigrants coming from different regions have sig-
nificantly different educational levels (see figure 3).
According to Cohen and Zach (1997) Asian immi-
grants (14.2 yrs) have a schooling level greater than
that of native-born (13.1 yts), while European/
Canadian immigrants (12.8 yrs) have a schooling
level similar to the native born. Central and South
American immigrants have a lower level of school-
ing (11.3 yrs), and immigrants from Mexico (6.7 yrs)
have the lowest level. There seems to be an in-
creasing inequality in education among the immi-
grants- a “thickening in both tails in the schooling
distribution,” with an increasing share of highly

¢'The quality and relevance of the education obtained by immigrants differs by their country of origin and whether the language

of instruction was English (Schultz, 1997).

"'The return to skill in defined as a difference in average earnings for persons with different level of education. For example, in

the US a person with a college degree on average earns 60% more than a high school graduate. In contrast, in most

developing countties a person with a college degree generally earns several times more than the one without it. Therefore in

relative terms incentives to move to the US from these countries are stronger for the less educated.
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educated Asian immigrants and the increasing share
of less educated Mexican immigrants (Cohen and
Zach, 1997).

Some researchers have pointed out a number of
problems with relying solely on decennial census or
the CPS data to make claims about trends in the
characteristics of recent immigrants. For example,
a recent study (Passell, 1998) estimated that only
52% of those who immigrated between 1990 and
1995 were legal immigrants. The rest were either
non-immigrants (10%) or illegal immigrants (38%).
Since illegal immigrants are generally the lowest edu-

rise in the quality of legal immigrants during the
last half of 1980s and throughout the 1990s (Jasso,
Rosenzweig, Smith, 1998).

It is believed that three principal changes in the le-
gal rules helped produce the post-1986 rise in labor
market quality of legal immigrants. Firsz, the Mar-
riage Fraud Act which led to a decline (especially
among residents of Mexico) in the numbers of
people who become permanent residents by marry-
ing US citizens. Second, the Immigration Reform and
Control Act (IRCA) provided legalization programs
for persons who have resided continuously in the

Figure 3: Educational Levels of Immigrants from
Different Regions
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20 -

16 14.2

13.1 128

12 | 11.3
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Asian Native-born Canadian/ Central & M exican
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Source: Cohen, Zach, 1997. Educational level in no. of years

cated, merging them with the legal ones artificially
depresses the latter’s education characteristics. INS
records of legal immigrants over the period 1972
through 1995 paint a somewhat different portrait
of the labor market quality of legal immigrants,
especially after eliminating the refugee and asylee
population, as on average refugees are relatively low
skilled and low income immigrants. A recent study
using this data found that while the relative labor
quality of legal male immigrants was falling during
the 1970s and early 1980s, there has been a steady

US before 1982 in an illegal status and thus easing
the route to legalization and apparently making the
alternative path to US less attractive. Finally, the
Immigration Act of 1990 almost tripled the ceil-
ings for the relatively high skilled employment vi-
sas while at the same time reducing the numbers of
low skill employment visas issued (Jasso,
Rosenzweig, Smith, 1998).

Attracting Immigrants to an Urban Area



2. The self-selection of immigrants

All immigrants coming to the US first have to make
a comparison between the degree of success in their
home country vis-a-vis the US. The question of who
decides to migrate and why, called by economists a
problem of self-selection, plays a very important
role in determining the quality of immigrants. One
of the standard propositions in the migration lit-
erature is that migrants tend to be favorably “self-
selected” in labor market success. Thatis, economic
migrants are desctribed on average to be more able,
ambitious, aggressive and entrepreneurial, or oth-
erwise more favorably selected than other individu-
als who choose to remain in their place of origin.
The favorable selectivity is less intense among those
for whom other motives are important, such as tied
movers (members of family of principal immigrant),
refugees, and ideological migrants.

Studies indicate a tendency toward the favorable
self-selection (supply) of migrants for success in
labor-market on the basis of a higher level of abil-
ity (Chiswick, 1999). Migration involves costs such
as forgone earnings in the country of origin and di-
rect out-of-pocket costs. These involve not only a
bus ticket or air fare and time in transit, but full
costs of relocating and adjusting both consump-
tion and labor market activities from the origin to
destination. The larger are the out-of-pocket costs
of migration, the lower the propensity to migrate,
but also the lower is the return migration rate, and
the greater the propensity for favorable selectivity
in migration. This propensity for favorable selec-
tivity is intensified if those who are more able in
the source country labor market are also more effi-
cient in the migration and adjustment process. Mi-
gration occurs if the rate of return on migration is
greater than or equal to the interest costs of funds
for investment in human capital.

The annual volume of migration flows and the skill
selectivity of migrants who arrive are also based on
the economic conditions in source countries and
the US. The rate of migration per capita is nega-
tively associated with lower prices of skill measured
by wages and salaries in the source country, mea-
sured by wages and salaries (Borjas, 1994). That s,
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other things equal, the lower the wage and salary
rate is in a country, the more immigrants it will send
to the US. In addition, the average skills of migrants
decline as source country skills fall relative to those
in the US. The trends in average labor market qual-
ity of immigrants are a negative function of the
skill-price gap between potential source countries
and the US. For example, the rising skill-price gap
between source countries and the US since the mid
1980s contributed to the rising labor market qual-
ity of legal immigrants (Jasso, Rosenzweig, Smith,
1998).

3. Screening of immigration flow for skills

Barriers and screening in the host (destination) coun-
try play an important role in determining the qual-
ity of immigrants. For example, countries like Aus-
tralia and Canada have immigration screening pro-
grams based upon a point system that tends to raise
the mean skill level of immigrants. The major aim
of the point system is to identify factors (in a po-
tential immigrant) that will benefit the host coun-
try and assist with the settlement process. In Aus-
tralia, the point test differs for the two categories
of immigrants. For an immigrant in the “indepen-
dent” category, points are awarded for age, skill
(qualifications and experience in his/her occupa-
tion), and language proficiency. In the “skill” cat-
egory, greater weight is placed on formal qualifica-
tions (50-60 points) than on experience (10 points).
To pass the test, applicants must achieve 110 points.

However, the effectiveness of the points system in
raising the mean skill level of immigrants depends
on the demand for visas to enter Australia. A study
of the worldwide market for skilled immigrants by
Cobb-Clark and Connolly (1997) suggests that the
skills of those wanting to enter Australia are influ-
enced by a range of factors, some of which are in-
ternal to Australia (e.g., economic conditions), while
others are external (e.g.,, immigration policies of
other countries). These factors are likely to have
more impact on immigrant quality than the point
system.

Borjas (1999) also points out that, although the in-
tention of the point system might be to increase
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the skills of immigrants belonging to a particular
ethnic group, this is not what actually happens. For
example, the Canadian point system has little ef-
fect on the education or relative wages of specific
national origin groups. Instead, the point system
redistributes visas across source countries away from
the developing countries and toward the more in-
dustrialized economies. He nevertheless favors the
skill-based point system for screening the visa ap-
plicant as it generates a more skilled immigrant flow.

4. Age of immigrants

Age of the immigrants is also an indicator of po-
tential for successful assimilation. A younger im-
migrant population translates into economic ben-
efits because immigrants tend to stay longer in the
workforce. The influx of younger immigrants helps
to decrease the average age of both the foreign-
born and general population. Recent statistics com-
plied by INS indicate that the foreign-born popula-
tion 1s getting younger.

There has been a dramatic shift in the median age
of the foreign-born population over the past 20
years. With the large influx of immigrants since
1970, the median age had decreased from 52 to 37
years old in 1990. Compared with the native-born
population, a greater proportion of both male and
female foreign born were between the ages of 20
and 64. One of every four foreign-born males was
between the ages of 25 and 34. In 1990, about 13%
of the foreign-born population was 65 years old and
over, compared with about 12% of the native
population

Among foreign-born groups, Mexicans, Salvadorans,
and Vietnamese had the youngest populations with
median ages of about 30. Italian immigrants had
the highest median age at 59, Canadian and German
immigrants had median ages of 53.

5. English proficiency®

English proficiency among immigrants is one of the
most beneficial tools in assimilation. The common
contention that today’s immigrants are more resistant

8 Parts of this section are derived from Rodtiguez, 1999.

to learning English than past generations is a
misconception. At the turn of the century, an
estimated 25% of the immigrant population could
not speak English. By contrast, in 1990 only 8% of
all immigrants over the age of five could not speak
English at all.

Immigrants are much better prepared in English than
1s commonly believed. In 1990, a majority (58.2%)
of immigrants who had arrived in previous five
years reported that they already spoke English
“well” or “very well.” Within ten years of arrival,
over three-quarters (76.3%) of immigrants spoke
English with high proficiency. Only 1.7% of long-
established immigrants reported speaking no
English at all in 1990.

Second and third generation immigrants usually
speak English proficiently. In most cases the native
language of immigrants is completely lost after a
few generations in the US. In 1990, 98.3% of Asian-
American children reported speaking English “well,”
“very well,” or exclusively. Despite the obvious
benefits of cultivating bilingulaism within America’s
diverse population, sociologists have designated the
US as a “language graveyard” for in most cases,
within a few generations the native language is
completely lost or replaced by English.

However, English language proficiency among
immigrants has been shown to be adversely affected
by residence in a region with a relatively large
number of individuals that speak the same origin-
language as the immigrant (Borjas, 1999). In 1990,
the typical Mexican immigrant lived in a
metropolitan area where 11% of the population
were Mexican-born, the typical Cuban lived in one
where 15% of the population were Cuban-born.
Geographic clustering of immigrants reduces the
rate of economic assimilation because it reduces
an immigrant’s incentive to learn English language.
Immigrants who live in ethnic enclaves have fewer
incentives to make effort and devote resources
required to learn English or to acquire skills that
might be useful in the larger national market.
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6. Assimilation

Skilled immigrants tend to assimilate quickly. They
are more adept at learning the tools and “tricks of
the trade” that can increase the chances of economic
success in the US, such as language and culture of
American workplace. Moreover, the structure of
American economy has changed drastically in the
1980s and 1990s, and now favors workers who have
valuable skills to offer.

Assimilation 1into life in the US does not mean
obliteration of ethnic identity. Instead, it involves
newcomers of differing backgrounds adopting basic
concepts of American life-equality under the law,
due process,
Assimilation is not about immigrants rejecting their

and economic opportunity.

past, but people of different racial, religious, and
cultural backgrounds coming to believe that they
are a part of an overarching American community.
Assimilation is not now, and has never been, an
instant transformation in which an immigrant
suddenly becomes a “full-fledged American.”
Rather, it 1s a
multigenerational process.

long-term, sometimes

The measurable indicators of assimilation of
immigrants to American soclety used in various
immigration studies include:

Acquiring US Citizenship
Homeownership

English Language Acquisition
Intermarriage

Earnings

Educational level

In 1990, more than three-quarters (76.4%) of
immigrants who had resided in the US for forty years
were naturalized. Cizizenship 1s the most symbolic
sign of attachment to the US. Not surprisingly,
studies have shown that naturalized citizens tend
to have a positive outlook toward the US. Once
naturalized, immigrants also take on a more active
role in the civic life of the country.

Naturalization rates have always varied widely by
group and by region of origin. Sociologists have
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theorized that social class, education, and relative
distance and political conditions of the country of
origin are all critical factors in determining
naturalization rates. In eatlier years an overwhelming
majority of Irish, German, and Jewish immigrants
became citizens. But Italians and Eastern Europeans
were less likely to naturalize. Today, changing
political conditions in the US are also affecting a
change in the attitudes toward naturalization. The
anti-immigrant campaigns in California and in
Congress in the last five years have been partly
responsible for inspiring the greatest rush to
naturalization in the history of US. In general,
immigrant naturalization rates are rising, particularly
among Mexicans, suggesting an even greater
willingness among this large immigrant group to put
down roots.

Homeownership is perhaps the most visible and
durable sign that immigrants have set down roots
in the US. Buying a house is the principal means of
accumulating wealth. There 1s probably no greater
symbol of stability, permanence, and faith in the
future. Within 20 years of arrival in the US, well
over half (60.9%) of immigrants lived in owner-
occupied housing in 1990.

In fact, immigrants who have been in the US for at
least 25 years actually achieve a higher
homeownership rate than natives. Foreign-born
persons who had arrived in the US before 1970 had
a homeownership rate of 75.6% compared to native-
born rate of 69.8%.

Of the fifteen most populous immigrant groups,
Italians (87.1%), Indians (85.2%) and Filipinos
(85%) made the greatest strides toward
homeownership. Given their typically low
socioeconomic status upon entering the US, Mexican
immigrants attain homeownership at a remarkable
rate over time. Only 17.5% of Mexicans who had
arrived 1n the late 1980s lived in owner-occupied
units in 1990, but homeownership was 39.2%
among those who had arrived in late 1970s.

Intermarriage is a sign that a person has transcended
the ethnic segregation— both coerced and self-
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imposed— of the first years of immigration. It is
also the most potent example of how Americans
forge a common national experience out of a diverse
cultural past. Clearly, intermarriage illustrates the
extent to which ethnicity no longer serves to
separate one American from another. In most cases,
intermarriage is significantly more common among
the children and grandchildren of immigrants than
it is among the immigrant generation. Foreign-born
Hispanics and Asians are significantly less likely to
intermarry than are their US-born counterparts. But,
the intermarriage rates for second- and third-
generation Asians and Latinos are higher than US
born whites and blacks.

Earnings by immigrants is another indicator of
immigrant assimilation. The average immigrant
earns about 50 cents per hour less than the average
nattive worker, but many immigrant groups in the
US earn higher wages than the native workers and
many have higher education. Since the 1950s and
1960s the wage gap between natives and newly
arrived immigrants has been widening by 0.2% to
0.6% annually. Because they start with a larger
disadvantage, more recent immigrants may never
earn more than natives. A decline in the average
education of newly arrived immigrants accounts for
4 to 23% of the starting wage gap, and shifts in the
source countries of new immigrants from Europe
to Latin America and Asia account for 73 to 95%
(Carliner, 1996). When immigrants first arrive in
the US, they earn significantly less than natives.
However, with each year of added residence in the
US, this wage gap narrows by about 0.8%. As a result,
the wage of a typical immigrant who arrived in the
1950s and the 1960s eventually surpassed the
average native wage. Improvements in the English
language skills contributed 6 to 18% of this
narrowing (Catliner, 1996).

7. Tolerance to immigration

Immigrant assimilation, while desirable clearly
demands patience on the part of natives. (Chavez,
1999). With the US admitting high numbers of
immigrants, America’s ability to accept newcomers
will increasingly depend upon finding a pro-
assimilation middle-ground between nativists who

say that today’s immigrants cannot assimilate and
multi-culturalists who say that they should not.

Both the location and size of the immigrant
population are important in gauging the tolerance
level of natives. The foreign-born population is not
distributed equally throughout the country. Nearly
one-third (30.3%) of all immigrants reside in
California. Altogether, six states are home to 70.7%
of the nation’s immigrant population:

California 30.3 %
New York 13.8%
Florida: 8.8%
Texas 8.8%
New Jersey 4.5%
Illinois 4.5%

A large concentration of immigrants in a region
seems to be causing conflict between immigrants
and natives. For example, the opinions of Anglo
Californians are considerably more anti-immigrant
than in other states and favor more restrictive
immigration policies (Hood and Motris, 1997). The
anti-immigrant backlash produced California’s
proposition 187 to restrict health, education, and
welfare benefits to illegal aliens, which won by
nearly 20% of the vote.

Several scholars have suggested that the economic
threat posed by immigrants has an impact on the
preferences of the US citizens regarding further
immigration (Hood and Morris, 1997; Lambert and
Cummings, 1998, Borjas, 1999). The most obvious
threat is the labor market competition. One of the
most prominent results in the literature is that the
economically disadvantaged, measured in terms of
income, employment status, or occupational
category, favor more restrictive immigration policies
(Espenshade, 1997). Because jobs for unskilled and
undereducated workers are marginal in nature, these
workers tend to feel more threatened especially
during times of heavy immigration.

Some, however, argue that the threat posed by
immigrants is more perceived than real. Also, the
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contemporary expressions of anti-immigrant
sentiments appear rooted in more traditional forms
of ethnic and racial prejudice, and the desire to
convert and transform alien cultures of newly
arriving groups (Lambert and Cummings, 1998). Age
too plays a role in explaining individual attitudes
toward migrant and individual opinions on
immigration more generally. Hoskin and Mishler
(1983) found that aversion to new migrants
increases with age. Older individuals in California
tend to view undocumented migrants more
negatively than do younger individuals.

The reaction of natives to an increase of immigrant
population is hard to measure directly. There is some
evidence, however, that beyond a certain point
natives react to immigration by resettling to other
areas and/or reducing their own migration into the
affected area. Thus, in California, the leading
immigrant state in the US, the inflow of native-born
Americans has been greatly reduced since 1970
(Borjas, Freeman Katz, 1997). Earlier studies for
the US metropolitan areas done by Filer (1992) and
Bartel and Koch (1991) also exposed a correlation
between immigrant inflow into a city and natives
flow out of the same city. Thus, according to Filer’s
study, a 1% increase in the number of immigrants,
measured as a percentage of a city’s labor force leads
to a 1.25% decrease in the number of this city’s
native workers (Filer, 1992).

American attitudes toward immigration would be
more accepting if people were better informed
about immigration issues. The majority of US
residents feel that that most recent immigrants are
in the country illegally, but the data suggests
otherwise. Illegals comprise roughly one-sixth of
the US foreign-born population.

Attracting Immigrants to an Urban Area
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ITI. BENEFITS AND COSTS OF IMMIGRATION

Benefits of immigration

1. Extra output and lower prices of products
The US benefits from immigration in numerous
ways. To begin with, immigrants increase the
demand for goods and services produced by native
workers. As a result, US firms see opportunities
for higher profits and native workers see
opportunities for additional jobs. Immigration also
lowers the costs of many goods and services,
benefiting American consumers. For example,
immigrants increase the number of workers in the
economy and due to this additional competition in
the labor market, the wages of native workers fall
(Borjas, 1999). Immigration also increases the
productivity of some native workers. Less-skilled
immigrants, for example, can conduct many of the
service tasks in a modern industrialized economy,
thereby freeing up time for native workers to devote
to the activities where they are more productive.
Finally, immigrant entrepreneurs open up firms,
create jobs, and thereby make large contributions
to economic growth.

Society as whole benefits from immigration because
gains accruing to persons who use or consume
immigrant services generally exceed the losses
suffered by native workers. A study by National
Research Council (Smith and Edmonston, 1997)
found that immigrants raise the incomes of US-born
workers by at least $8-$10 billion each year. In an
$8 trillion economy, such wealth transfer is quite
small, but the important point 1s that the impact on
natives was found to be positive. That is to say,
without immigrants, native-born Americans would
be poorer, not richer. The NRC authors concede
that an estimate of $8 billion is quite conservative
and does not include the impact of immigrant-
owned businesses or impact of highly skilled
immigrants on overall productivity.

2. Mitigation of aging of the US population
Like many developed nations, the US 1s facing the
problem of an aging population. A 1988 study by

the Organization for Economic Co-operation and
Development (OECD, 1999) predicts that the share
of the US population over the age of 65 will rise
from 12.2% in 1990 to 16.2% mn 2020. Conversely,
in the same period the share of people in the working
age (15-64) in the US will decline from 64.7% to
55%.

Census data indicate that the immigrants entering the
US are relatively young. Only 3.3% of the immigrants
are over the age of 65 when they enter the US, slightly
more than one in four immigrants arrive when they are
below the age of 18. Between 1970 and 1990 the
median age of foreign-born declined from 52 to 37
years. These demographics help in reducing the
average age of natives.

3. Human capital import

The most valuable and scarcest asset in the global
economy today is human capital. According to
Noble prize-winning economist Gary Becker of the
University of Chicago:

“Human capital has become the most
important form of wealth in
America...Since wages and salaries
account for over 75% of the national
incomes of developed countries, it
should be no surprise that human
capital is estimated to be 3 to 4 times
the value of stocks, bonds, housing
and other assets.” (as quoted in

Moore, 1998)

Immigrants essentially represent imported human
capital that arrives at virtually no cost to native-
born Americans as the immigrants who come to the
US are raised and educated by the taxpayers of the
countries of their origin. There are roughly 26
million immigrants in the US and 70%, or 17.5
million were educated elsewhere. Almost two-thirds
(63.2%) of recent immigrants have at least a high-
school degree and over 30% have a bachelor or
higher degree according to Bureau of Census data.
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The median level of education of newly arriving
immigrants is approximately 10 years (roughly two
years less than natives). Even accounting for
immigrants’ lower levels of average education and
lower quality of education attained abroad for a
given number of years of schooling, there is still a
substantial net fiscal benefit to the US taxpayer in
not having to pay for the education costs of most
immigrants. The total discounted present value
windfall to the US taxpayer is estimated at $1.43
trillion over the lifetime of immigrants — a massive
transfer of wealth from the rest of the wotld to the
US (Moore, 1998).

Immigrants benefit the economy because they are
different from the native-born population in several
respects. Immigrants have unique cultural
backgrounds, educational levels, skill profiles,
language proficiencies, technical capabilities, and
propensities for risk taking. Because immigrants
have different skill levels and types of skills than
natives, they often fill vital niches at the high and
low skills ends of the labor market. As economist
James P. Smith of the Rand Corporation testified
to Congress:

“We gain from immigration because
immigrants are different from native-
born Americans. If immigrants were
just like the rest of us in terms of
skills and education, we would only
be making our economy bigger, but
native-born Americans would not
benefit.” (as quoted in Moore, 1998).

Not all immigrants are equally skilled. Immigrants
tend to be disproportionately represented at the high
and low ends of the distribution of skills and
education. And they are over-represented at the high
and low ends of the occupational spectrum.
Immigrants are somewhat more likely to be in
professional, executive, and managerial positions
(the highest occupational category), but also more
likely to be in the bottom categories, including
laborers and farm workers.

Since not all immigrants are highly skilled workers,
they need to improve their informal skills as it has
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a direct impact on the productivity of the native-
born worker. For example, immigrants must learn
to handle modern communications such as
conducting work by telephone and computer, rather
than in person and on paper. However, there is a
linked positive effect. Immigrants cause new ideas
to arise, even when higher-skilled persons are
exposed to the routine traditional ways of doing a
job.

One pool of potential human capital that is often
overlooked is that of students engaged in
undergraduate and post-graduate studies in the
US. Foreign students who come to the US
contribute new ideas and knowledge to their
respective disciplines of study. Annually, more
than 300,000 foreign students come to study in
American universities, 60 % of them in technical
fields. They account for between 52 and 68 % of
the graduate students in the various engineering
programs, and 40 % in computer science (Simon,
1989).

“Foreign students give the US as
much as they get. They pay for their
long years of study with the most
precious and expensive commodity,
the one US most needs today: more
knowledge,
provided by their labor. By working

new knowledge,

in American laboratories for three
to seven years of post-graduate
study, thousands of young experts
are by themselves the most efficient
“subsidy” to scientific progress and
economic development” (Simon,
1989).

Foreign students are even more valuable after they
receive their degrees as they possess particularly
favorable characteristics as potential immigrants. By
the time they have finished most courses of study,
the graduates have mastered English, they are at
the perfect age (ready to enter the labor force with
their entire earning lives ahead of them), and they
are usually well assimilated into the US society. They
usually have found the markets for their skills, and
therefore are likely to find employment relatively
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Company/Consortium

Intel

Sun Microsystems
Computer Associates
Solectron

Lam Research

LSl Logic

AST Computer

Wang Laboratories
Amtel

Cypress Semiconductor

Total

(Washington: Empower America, 1996)

Tablel
Major High-Tech Companies Started by Immigrants

No. of Employeesin US

*Note: At least one of the company founders was foreign born

Source: Stuart Anderson, “Employment-Based Immigration and High-Technol ogy,”

Annual Revenues

29,000 $11.5 billion
11,000 $6.0 billion
9,000 $2.6 billion
4,545 $1.5billion
3,600 $811 million
2,600 $902 million
2,248 $2.4 billion
2,000 $1.0 billion
2,000 $600 million
1,500 $600 million
67,493 $27,913 billion

rapidly. And of course, on average they are a well-
educated group. As a result, Simon (1989)
recommends giving special preference to foreign
students who have completed their courses of study
in the US, and promoting the immigration of
students from abroad who will pay the costs of their
education.

4. New knowledge and goods

Immigration expands the size of the market, enabling
many new Interactions among workers and firms,
so that both native workers and native-owned firms
potentially learn valuable information without
paying for it. American workers gain when their
immigrant counterparts conduct a familiar task in a
different but motre efficient way. American firms
also gain, because they can now use the social
mformation networks that link immigrants and the
source countries to better market their products in
foreign markets. American consumers gain when
immigrants introduce goods and services that the
consumers never knew they wanted, but now cannot
do without. While these intangibles are believed to
be important by many, there is no empirical evidence
because it 1s hard to quantity their impact (Borjas
1999).

The US has remained globally competitive in
strategic high-tech industries in part because of the
innovative thrust of immigrant-run companies. It
1s the diversity in ownership and employment that
often gives US companies a global marketing age.

Another aspect of immigrant human capital is its
inventiveness. For example, researchers have begun
to measure the impact of the foreign-born on the
scientific discovery process that leads to new and
more efficient ways of doing things. In a 1996 study,
economist Philip Peters found that even though
immigrants are 9% of the population, between 19
and 26% of all patents are created by immigrants
alone or by immigrants collaborating with US-born
co-1nventors.

In Silicon Valley, more than 100,000 technically
savvy immigrants have kept that area, and the
nation, at the forefront of global technology. Some
of the largest and most profitable businesses in
America today were started by immigrants.
Immigrants who entered the US as refugees,
economic immigrants, or family sponsored
immigrants are now at the helm of some of the
nation’s leading and rapidly growing technology
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businesses: Hungarian-born Andrew Grove recently
retired as chairman and CEO of Intel; Algerian-
born Eric Benhamou heads 3Com Corporation,
Ugandan-born Ajay Shah is the chief executive of
Smart Modules Technologies.

Table 1 shows the income and employment
generated by 10 highly successful immigrant-
founded firms. These 10 firms alone generated $28
billion in revenues and employed 67,000 American
workers in 1997. The tax revenues paid directly by
companies and by their employees in 1996
amounted to at least $3 billion.

The 1980 and 1990 Censuses indicate that roughly
1 to 12 adult immigrants are self-employed or a
business owner. A more recent study estimated that
of all the immigrant workers in 1997, 11.3% were
self-employed or business owners, compared to
11.8% for native-born Americans. The study found
that the self-employed immigrants earn higher
incomes than natives: $20,710 vs. $18,447 (Ibiden).

Costs of immigration”’

5. Threat to natives’ jobs and incomes
According to Borjas (1999), immigration has a two-
fold effect on the labor market. Firstly, it increases
the number of workers in the labor market, and
secondly, it puts a downward pressure on the wages
of native workers. Public opinion polls indicate that
native workers (typically by a large margin)
disapprove of immigration because they fear that
immigrants take away jobs, and reduce wages.

The impact of immigrant workers on native workers
in not uniform. The entry of the immigrants into
the labor market lowers the wage of competing
workers (workers who have the same types of skills
as immigrants), but increases the wage of
complementary workers (workers whose skills
become more valuable because of immigration). For
example, an influx of foreign-born laborers reduces
the economic opportunities for laborers who already
live in the locality—all laborers now face stiffer
competition in the labor market. At the same time

highly skilled natives gain substantially. They pay
less for services that the laborers provide, such as
painting the house and mowing the lawn, and natives
who hire these laborers can now specialize in

producing the goods and services that better suit
their skills.

In the long-run, native-owned firms realize that
cities flooded by less-skilled immigrants tend to pay
lower wages. Entrepreneurs thinking about starting
up new firms find it more profitable to open them
in immigrant areas. In other words, immigration
increases the returns to capitalists in these areas.
However, the job gains in the immigrant areas
represent potential job losses for native laborers of
similar skill level.

Native workers can respond to this change in the
economic scenario by moving to other areas since
immigration has reduced their potential wages. This
migration of native workers within the US; in effect,
accomplishes what the immigrant flow, with its
tendency to cluster in a small number of gateway
cities does not - a “spreading-out” of additional
workers over the entire nation, rather than in just
limited number of localities. This native response
may be sufficiently large to diffuse much of the effect
of immigration from affected regions to the entire
economy.

Empirical studies that measure the impact of
Immigration on native economic opportunities
across cities often report conflicting results. This
inherent instability of the spatial correlation
approach is reported in two recent studies. According
to these studies the entry of one more immigrant
for every ten native workers increased the wage of
native men by 6% if the immigrants entered in
1960s, increased it by 1% if the immigrants entered
in 1970s, and reduced it by 1% if the immigrants
entered in the 1980s. A similar change in the
numbers of immigrants reduced the wage of native
men who are high-school graduates by 3% in the
1970s, but increased it by 2% in the 1980s (Botjas,
Freeman and Katz, 1997).

? “Immigrant Entrepreneurs Slip From the Top”, The Wall Street Journal, January 12, 2000.

1 Parts of this section are from Borjas, 1999.
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It 1s not too surprising that the adverse effect of
immigration falls mainly on workers at the very
bottom of the skill distribution. The US admitted
about twenty-five million legal and illegal
immigrants between 1965 and 1995. But this
increase in the number of workers was not evenly
balanced across education groups. While
immigration increased the supply of high school
graduates or college graduates only moderately, it
led to a major increase in the number of high school
dropouts. As a result, wages of the low-skilled
Americans were significantly affected by immigrant
inflow.

In 1980, workers with at least a high school
education earned about 30% more than high school
dropouts, and this gap widened to 41% by 1995.
Between 1979 and 1995, immigration increased the
supply of workers who were high school dropouts
by 21%, but increased the supply of workers with
at least a high school diploma by only 4%. Some
recent studies attribute 44% of the widening wage
gap between the high school dropouts and high
school graduates in the US can be attributed to the
large impact of immigration on relative number of
high school dropouts (Borjas, 1999).

6. Impact on welfare programs

Almost all recent studies agree that foreign-born as
a group make heavier use of welfare programs than
natives, although their use of these assistance
programs decline over time. The Bureau of the
Census data underscore the latest trends in welfare
use by immigrants. In 1996, 4.5 % of native-born
households received federal means-tested cash
benefits versus 5.8 % for all immigrants. Those
figures do not include noncash benefits, including
food stamps and Medicaid. When those assistance
programs are included, the disparity between
immigrant and native receipt of welfare widens
(Moore, 1998). Jeffery Passel and Rebecca Clark
(1998) of the Urban Institute recently estimated
that in New York State 17% of immigrant
households collected some form of welfare versus
11% for natives.

There is evidence that more recent immigrant
cohorts are using welfare at higher rates than those

in the past. For example, the Census data show that
in 1996 only 4.6% of pre-1970 immigrants
collected welfare but 6.5% of post-1980 immigrants
received such benefits. One program in particular
that has seen dramatically expanding rolls has been
the Supplemental Security Income (SSI). A recent
Cato Institute report discovered a near tripling of
immigrant-related SSI costs since 1982. In 1982
there were 128,000 immigrants collecting SSI at a
cost (in 1996 dollars) of less than $2 billion. In 1996
the number of immigrant recipients had risen to
989,000 at a cost of $5.1 billion (Moore, 1998).

In fiscal year 1995, the cost of refugee resettlement
programs neared $400 million. Using 1990 Census
data, Fix and Passel (1994) found that about 16%
of refugees were on welfare, whereas less than 5%
of all other legal immigrants collected benefits,
compared to 4.2% for natives (see Figure 4 below).
Generally, except for refugees and elderly,
immigrants are less likely than natives to receive
welfare. Among longer-term immigrants (at least
ten years in the US) of working age, 3.2% were on
welfare versus 3.7% for working-age natives. The
reasons for refugees’ high dependency upon welfare
are evident. Refugees tend to use more benefits
because they are generally fleeing their country to
avoid war or persecution. They come to the US with
limited assets and skills and thus collect much
higher levels of public benefits than other
mmigrants.

Borjas (1999) has studied the welfare usage among
various national origins groups using CPS data
pooled from 1996-98 (Table 2). The analysis shows
that there are large differences in welfare usage
among immigrants along their national origin. Only
5.6% of households originating from India receive
some type of assistance and this number does not
change even after ten years of residence in the US.
Less than 10% of Germans and British receive
welfare assistance. On the other hand, a quarter of
those originating in El Salvador or Nigeria, a third
of those originating from Cuba or Mexico, and
almost 60% of those originating from Dominican
Republic or Laos receive some type of assistance.
Generally, immigrants originating from refugee-
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Table 2:
Differencesin Welfare Use among National Origin Groups, 1998

% of households

% of households
receiving some type

receiving sometype of assistance after

Country of birth of assistance tenyearsinthe US
Europe
Germany 7.8 7.8
Greece 104 10.2
Ireland 5.8 5.6
Italy 12.9 133
Poland 7.8 6.8
Portugal 16.8 18.0
USSR 37.1 20.7
us 9.7 95
Asa
Cambodia 47.9 46.6
China 175 194
India 5.6 5.6
Japan 9.7 8.6
Korea 17.3 22.3
Laos 59.1 46.0
Philippines 134 13.2
Vietnam 28.7 22.8
Americas
Canada 9.9 11.7
Cuba 30.7 28.6
Dominican Republic 54.9 58.0
El Salvador 25.2 25.9
Haiti 20.2 194
Jamaica 22.7 19.3
Mexico 34.1 33.6
Africa
Egypt 16.2 20.5
Nigeria 25.7 32.8

Source: Borjas (1999) p.110. Datarefer to households wherethe head is at least 18 yr

sending countries exhibit much higher rates of
welfare participation.

Welfare programs act as magnets for immigrants and
generate three distinct types of effects. First,
generous welfare programs attract a particular type
of immigrant who otherwise would not have
migrated to the US. Second, these programs
discourage immigrants who fail in the US labor
market from returning to their home countries by
providing alternative income opportunities. Finally,
the magnetic effects influence the geographic sorting
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of the immigrant population in the US as there are
huge differences in welfare benefits across states.
California’s AFDC benefits are the most generous
in the nation: 20% larger than in New York, 136%
larger than in Florida, and almost 280% larger than
in Texas. These differences influence where
immigrants and natives choose to live and place a
substantial fiscal burden on relatively generous
states. Thus, the overall use of welfare by foreign-
born remains significantly higher than overall use
by natives. About 21% of such households received
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Source: Fix and Passd, 1994. p. 65

some type of assistance in 1998 compared to 16%
for native-born families. It can be reasonably ex-
pected, however, that immigrant rates of welfare
will fall in the future as a result of recent
congressional action (1996) that eliminates
eligibility for many means-tested welfare pro-
grams—including SSI, food stamps, and Medicaid—
for most new non-citizen immigrants.

7. Impact on taxation

The latest US Census data reveal that total immi-
grant income in 1995 was $330 billion. Updating
that figure to 1997 (adjusting for increased total
immigrant households in the US and the two-year
growth in average incomes) gives a total immigrant
income of $390 billion. The Census data from 1995
suggest that median income for a typical immigrant
household was about 20% below that of all US
households. Stephen Moore of Cato Institute esti-
mates the overall tax rate for immigrant households
to be roughly 34%. This implies total tax payments
by immigrants in 1997 of roughly $132.6 billion:
$390 billion x 34% (Moore, 1998).

The taxes paid by immigrants are even more when
one includes estimates of the total taxes generated
from immigrant businesses. According to Moore
(1998), this figure stands at $23.9 billion."" When
this figure is added to the taxes paid by immigrant
workers, total tax payment by immigrants in 1997
was roughly $162 billion.

The tax burden is not spread evenly among all im-
migrant households. An immigrant household’s tax
payments increase over time with earnings, labor
force participation, and economic success. One fac-
tor that appears to be positively associated with taxes
paid is whether immigrants become naturalized citi-
zens. Drawing upon data from the US Census Bu-
reau Current Population Survey, families with adult,
foreign-born, naturalized citizen actually have higher
adjusted gross incomes (averaging $40,502) than
families with US-born citizens ($35,249). The im-
migrants’ taxable incomes average $32,585, com-
pared with $27,076 for families of all native-born
members. The federal taxes paid by families with a
naturalized citizen average $6,500 per year, com-
pared with $5,070 for US-born-only families.

" For the putpose of the calculations Mootre assumes that the average tax paid by immigrant owned businesses is as much as

businesses owned by natives.
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Figure 5: Average Taxes and | ncome by Nativity/l mmigrant Status, New
York: 1995
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Source: Passel and Clark, 1998, page 19.

A recent Urban Institute study by Passel and Clark
(1998) examined earnings and taxes of immigrants
living in New York State (see Figure 5). The study
found that immigrants account for $57.5 billion of
the $330.3 billion aggregate personal income in New
York State, equal to 17.4% of the personal income
of the residents. Legally present non-citizen immi-
grants earned incomes similar to those of natives
($18,000 versus $18,100). Naturalized citizens have
the highest per capita income ($23,900), which sur-
passes that of natives ($18,100). Refugees have the
lowest average income ($8,300). Immigrant incomes
also go up as their time in the US increases.

The study also finds that immigrant status plays a
large role in measurement of fiscal impact. On av-
erage present immigrants pay slightly less in total
taxes than natives—3$6,300 per person versus
$6,500. Total tax payments of naturalized citizens
($8,600) are higher than those of natives, while refu-
gees pay $2,200. The legal foreign-born pay sub-
stantially more in total taxes, on average, than un-

documented aliens who pay $2,400. Regardless of
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the status, the average tax contributions for all im-
migrant groups go up as their time of residence in
US increases.

Much of the concern about the fiscal impact of
legal immigrants 1s the historical relationship be-
tween the federal government and the states in shar-
ing the costs and benefits of citizens. About 70 cents
of every dollar in taxes paid by immigrants go to
the federal government (mostly in the form of in-
come and social security taxes) and less than 15%
is paid to local governments.'” Hence, the bulk of
tax contributions from immigrants go to federal
government, while large costs, especially those as-
sociated with public primary and secondary educa-
tion, fall on states and localities. Recent welfare laws
have exacerbated this situation by shifting the bur-
den of caring for new immigrants to the states. The
impact varies by state. States and localities with
large immigrant populations, such as Los Angeles,
Houston, and San Diego, incur more costs than they
receive in tax revenues from immigrants. The NRC
study estimates that, overall, immigrants and their
children cost state and local governments $25,000
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more per immigrant household than those govern-
ment receive in taxes.Until this imbalance is recti-
fied, there will be continuing debate over whether
to offer and how to pay for services used by legal
immigrants.

8. Negative externalities (congestion, crime)
Studies done on crimes committed by immigrants
suggest that they do not have any greater propen-
sity to commit crimes than do natives (Simon 1989).
A study done by Kindleberger in 1967 reviewed
the evidence on guestworker crime in Europe since
World War II. He concluded that the scare stories
in the newspapers were mainly the product of over-
active imaginations, and he found that there was
no statistical evidence to support these fears. The
German data actually showed less crime caused by
immigrants (reported in Simon, 1989).

Many decades ago there was a similar conclusion
drawn by Steinberg, who studied the rates of crime
among US immigrants up to the first quarter of the
twentieth century for the Select Commission. He
concluded that, by any measure, the rate of serious
crime has been less among immigrants than among
natives, though the rate of petty crime (vagrancy,
disorderly conduct, breach of the peace, and
drunkenness) has sometimes been greater among
immigrants. When age and sex are controlled for,
the rate of all crime has been less among immigrants
than natives (as reported in Bhagwati, 1998).

However, some authors point to statistical evidence
indicating that immigration can generate serious
crime, including ethnically organized gangs or
‘mafias”. One such study point to the fact that in
1993 non-citizens accounted for 25% of all inmates
of federal prisons, several times higher than their
share in the total population (Brimelow, 1995).

The only recent study on the rates of crimes among
tllegal immigrants was done by Muller in 1984.
Muller found that “In the city of Los Angeles, crime
rates in the two police districts with the highest

Hispanic population were somewhat below the city
average in 1982. Undocumented immigrants in
particular are understandably reluctant to be
involved in criminal activities that attract the
attention of the authorities.” This suggests a
relatively low rather than a relatively high rate of
crime by illegals (as cited in Simon, 1989).

9. Net impact

The balance of benefits and costs of immigration
for a particular location (state, MSA) 1s found to
depend upon the size and composition of the
immigrant community. For all of (about 26 million)
immigrants residing in the US the economic benefits of
their presence for natives are found to be fairly close
to economic costs born by natives in the form of
additional taxation.

However, the benefits for natives generally outweigh
the costs when immigrants are well educated, in
productive age, and fluent in English. In terms of
legal categories of immigrants, such “beneficial”
persons tend to be found among employment-based
as opposed to family-based immigrants. The best
example of how a high concentration of such
immigrants can help to accelerate regional
development is Silicon Valley, where more than a
quarter of the high-tech companies are led by
immigrants. This example indicates that economic
benefits of immigration are obvious only when the
immigration inflow is selective.

! For example, the New York study by Passel and Clark (1998) states that foreign-born individuals contribute more than $19.3
billion in taxes. Of this, $13.3 billion goes to the federal government in the form of income tax social security tax, and

unemployment insurance. The remaining $6 billion goes to state and local government (Moore, 1998).
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IV. ATTRACTING IMMIGRANTS TO AN URBAN AREA
EXPERIENCE OF US REGIONS AND CITIES

. 13
1. New Jersey experience

Population

New Jersey ranks fifth among all major immigration
states and ranks first in the nation in the diversity
of its immigrant population. According tothe 1990
Census, New Jersey had nearly 967,000 foreign-
born individuals. The state’s foreign-born
population became more diverse between 1980 and
1990. The share of Furopeans who constituted a
majority of foreign-born in 1980 fell to 38% by
1990. In 1990, Italians were the largest foreign-born
group in New Jersey, accounting for 7.3% of all
non-natives, followed by Cubans (6.5%), Indians
(5.4%), Germans (4.4%), and Colombians (4.2%).

Spatially, New Jersey’s immigrant population has
also become more diverse. Though still
concentrated in northeastern part of the state
bordering New York City, the foreign-born have
spread west and south during the 1980s.

Overall differences between New Jersey and the
US are due primarily to differences in the
composition of the foreign-born by region of origin.
For example, New Jersey has higher citizenship
proportions among its immigrant population than
the US does because of a relatively larger number
of European immigrants who have been in the
country for alonger period. New Jersey’s immigrant
population also has a higher level of educational
attainment than immigrants nationwide. The
educational advantage is maintained among every
origin group (Asians, Latinos, and others) except
for Europeans.

A report by Espenshade (1997) speculates that New
Jersey’s experience with immigrants may be
exceptional and that the state might not be faced

1 Parts of the section are from Espenshade (1997).
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with a declining relative quality of immigrants in
the Borjas (1999) sense. According to this report,
New Jersey’s Asian and Latin populations may be
positively selected and have higher ability or
mitiative than their counterparts who settle closer
to their customary ports of entry.

Fiscal Impact

Espenshade (1997) examines the fiscal impacts of
immigrant-headed households and compares them
to the fiscal effects of households headed by native-
born individuals. There are four findings. First, the
typical New Jersey household, regardless of nativity,
uses more services at both the state and local levels
than it pays for with taxes. Corporate taxes and
monies passed back to the state from the federal
government makes up for the deficit. Second,
households headed by immigrants are usually a
larger fiscal burden (measured as a total sum of
expenditures by the government of different levels)
than households with a native-born head. Third,
the relatively greater fiscal burden associated with
immigrants is carried by the local governments,
compared to that of the state and federal
government. And fourth, there is greater diversity
within the foreign population when this group is
disaggregated by region of origin of the household
head than there is overall gap between the native
and foreign-born population.

However, once all other factors (age, education,
marital status, English proficiency, place of
residence, and number of children) are taken into
account, there 1s no difference in fiscal burden
between foreign and native-born households.
Linguistic diversity of the state has placed an added
burden on public schools. Although Spanish 1s the
most common language used by immigrant school
children in New Jersey, overall limited-English-
proficiency (LEP) students speak more than 100

languages.
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Immigrant Assimilation

Borjas® (1999) findings of a nationwide decline in
the skill mix of immigrants relative to natives is
not consistent with New Jersey’s experience.
Evidence suggests that the experience-earnings
profiles of immigrants are converging to those of
the native born. New Jersey’s immigrants appear to
be successfully assimilating into the local labor
market. Most immigrant groups experienced steady
within-cohort earnings growth over the decade.
There is also some evidence of a slight improvement
in the skill mix of recent immigrants relative to
eatlier cohorts.

Homeownership by foreign-born households is
viewed as a sign of permanent attachment to the
US and as an important aspect of assimilation.
Roughly half of all immigrant households in New
Jersey and in the US are homeowners, although the
prevalence of homeownership among Latinos is
consistently below Asian levels. The trend in New
Jersey’s immigrants homeownership is essentially
similar to immigrant behaviors elsewhere in the
nation.

In terms of residential segregation, non-English
speakers, especially those with Spanish as their first
language immigrants tend to concentrate in large,
non-English neighborhoods in New Jersey.
Linguistic segregation is among the highest for new
arrivals from Puerto Rico. Espenshade (1997)
suggests that many non-English speaking
communities begin to erode as immigration recedes
and migrants move away or shift to English. It also
shows that neighborhoods with the largest
proportion of recent immigrants whose native
language is Spanish are the most socio-economically
disadvantaged.

In general, New Jersey attitudes toward illegal
immigration are more liberal than those nationwide.
One reason for this is that the illegal immigrants in
New Jersey are of less-obvious type; that is, people
who came legally and then overstayed their visas as
opposed to those who entered the country illegally
in the first place. Just one-third of New Jersey

residents believe that most recent immigrants are
in the US illegally, compared with two-thirds of
respondents in national polls.

Judged in relation to other issues facing the state,
immigration is not a pressing concern. It is roughly
equivalent in importance to taxes, is less important
than crime, but is more salient than jobs. Many of
the individual-level determinants of respondent
attitudes appear to have the same effects in New
Jersey as they do in national samples. Better-
educated, employed, minority (including African
American), and foreign-born respondents are more
likely to prefer the same or a higher number of
mmigrants.

Another reason for New Jersey’s relatively more
liberal attitudes on immigration could be that the
East Coast has a longer immigration tradition than
other parts of the country. Where immigration is
less of a novelty, it may be considered a smaller
disruption to the status quo. In addition, having
immigrants who are better educated than their
counterparts nationwide may lead people to
perceive immigrants as less likely to be a problem
and more likely to make a contribution. Finally, the
diversity of New Jersey’s immigrant population
probably helps to create more tolerant attitudes.
Diversity makes it difficult to stereotype immigrants.

2. New York experience

Throughout much of the country’s history, New
York State, especially New York City, has been the
principal gateway for immigrants entering in the US.
In recent years California has surpassed New York,
but it still remains the second largest entryway to
the country. An Urban Institute study done by Passel
and Clark (1998) of immigrants in New York looks
at the legal status, incomes and taxes of immigrants
in detail.

Population

New York has a foreign-born population of 3.4
million, second only to California, which has 8
million. Immigrants in New York represent 17.7%
of the state’s population, again trailing only to
California, where immigrants represent 25.1% of
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Table 3
Average Taxesand Income for Individuals and Households
by Nativity/mmigrant status, Insde and Outside New York City: 1995

Per Person Per Household
Income Taxes Income Taxes
New York City

Native- Born $15,800 $6,000 $42,300 $16,100

Legal Foreign-Born $15,800 $5,500 $33,400 $11,400
LPR Aliens $13,000 $4,500 $29,600 $10,000
Naturalized citizens $21,100 $7,600 $38,900 $13,800
Refugees $8,600 $2,200 $21,000 $5,100
Nonimmigrants $22,000 $6,800 $40,200 $12,400
Outside New York City

Native- Born $19,100 $6,800 $52,700 $18,600

Legal Foreign-Born $23,900 $8,400 $54,300 $18,900
LPR Aliens $20,400 $7,000 $54,900 $18,900
Naturalized citizens $30,000 $10,700 $54,900 $18,900
Refugees $7,500 $2,200 $33,900 $9,700
Nonimmigrant $16,200 $6,000 $60,000 $22,300

Source: Passdl, and Clark, 1998, p.16

the state’s population. New York has more than 1
million legal permanent resident aliens and more
than 1 million naturalized citizens. Together, these
two groups represent 77% of New York’s
immigrants and 15% of the state population.

The New York immigrant population is very diverse.
Caribbeans account for 915,000 of New York’s 3.4
million immigrants or 27%. Europeans have a 25%
share and South and East Asia account for 20%.
The largest single country of birth of immigrants 1s
the Dominican Republic (12%), followed by China
(7%) and Jamaica (6%).

New York has 200,000 refugees, or 5.9% versus
10.7% for the US as a whole. And unlike the rest
of the country, where Southeast Asians dominate
the refugee population, most refugees in New York
are from the former Soviet Union.

New York’ estimated undocumented population
of 540,000 represents 16% of the state’s
immigrants—a lower percentage than in any of the
other five large immigrant states except New Jersey.
Thus, legally present immigrants make up a greater
percentage of New York’s immigrants than in
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California, Florida, Texas, Illinois, and the US as a

whole.

Fiscal Impact

Just like the rest of the US, incomes of immigrants
in New York increase with their time of residence
in the country and, consequently their tax payments
increase. Among legal immigrants in New York,
those who have been in the country for at least 15
years have higher average incomes than natives.

Immigrants account for $57.5 billion of the $330.2
billion aggregate personal income in New York
State, equal to 17.4% of the personal income of
the state residents. Legally present immigrants
account for $51.8 billion in aggregate personal
income. Among the legally present immigrants in
New York, incomes differ substantially by status.
Naturalized citizens have the highest per capita
income, $23,000, which surpasses that of natives
($18,100). Refugees have the lowest average income
($8,300). Among New York State residents who live
outside New York City, the legal foreign-born also
have higher incomes than natives. For instance,
per capita income for legal immigrants is $23,900;
for natives, it is $19,100.
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Income and taxes of all three groups of legal
immigrants — naturalized citizens, legal permanent
residents (LPR) aliens, and refugees are presented
in Table 3.

At the individual level, the legal foreign-born seem
to pay their fair share in taxes. They contribute more
than $19.3 billion in taxes. The legally present
foreign-born pay $18.2 billion in taxes, 15.5% of
the state’s total. Differences across groups are
primarily attributable to income differences. Legally
present immigrants pay slightly less than natives—
$6,300 versus $6,500. Total tax payment of
naturalized citizens ($8,600) are higher than those
of natives on average, while contributions of
refugees ($2,200) are substantially lower. Among
adults, natives pay more, on average, in taxes than
the legal foreign-born (9,200 versus $7,000).

New York state faces new issues surrounding
immigration as a result of passage in 1996 of the
Personal Responsibility and Work Opportunity
Reconciliation Act (PRWORA) and the Illegal
Immigration Reform and Immigrant Responsibility
Act (IIRTRA).

These new laws make the attainment of citizenship,
rather than being a legal immigrant, a principal
criterion for eligibility for public benefits. The
welfare law, PRWORA, also shifts to the states new
decision-making and fiscal responsibility for
providing public benefits to immigrants. The law
requires states to maintain their own spending on
welfare reform, and gives them powerful
performance incentives to place more people on
welfare in jobs. The law also states the capacity to
create jobs by taking money now used for welfare
checks and giving it to employers as subsidies, as
incentives to hire people. This bill is meant to help
people find work so that they stop drawing welfare
checks and start drawing paychecks.

3. Miami experience'*

Since 1959, Metropolitan Miami area has absorbed
not just Cubans, but large numbers of immigrants
from Haiti and Nicaragua as well. Immigrants now
make up nearly half of the Dade county’s popula-

tion and are found at every level of society. The
rapid rise of immigrants did not occur smoothly,
however. The stark changes in racial and ethnic
makeup and accompanying shifts in political power
have provoked confrontations that have at times
threatened to shred the social fabric of the com-
munity.

Miami is sometimes described as a city where no-
body speaks English anymore. Because the Miami-
Dade County population is 45% foreign-born, seri-
ous concerns have been raised as to whether its pre-
dominantly Spanish-speaking immigrant community
will become a permanent cultural and linguistic en-
clave rather than an integral part of the English-
speaking host community.

To shed light on the community’s linguistic future,
a study team led by Princeton sociologist Alejandro
Portes has been tracking 2,200 children of immi-
grants since 1992 to determine their proficiency in
both English and the language of their parents.

Preliminary results indicate that by age 14, fully 99%
of the youngsters in the study reported English flu-
ency. Of that group, 92% said they also speak an-
other language. Among those with foreign language
proficiency, 85% spoke Spanish and 6% spoke Cre-
ole dialect of Haiti. By a 4-to-1 margin, and invari-
ant over time, youngsters in the study said they pre-
ferred English to their parents’ native language.
Over 70% of the children said that they hoped to
go to college and pursue post-graduate degrees. Like
children of native-born Americans, immigrant chil-
dren performed better academically if they came
from two-parent families with higher socio-eco-
nomic status. Portes says it is significant that chil-
dren from immigrant families that have the resources
to preserve fluency in their native tongue still pre-
fer to speak English. He describes the trend as “a
clear indicator of rapid assimilation” (The New
Americans, 1998).

The multilingual workforce and multicultural envi-
ronment of Miami attracts foreign businesses to
Miami and 1s considered a major strength by Greater

14 Parts of this section are from The New Americans, 1998.
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Miami Chamber of Commetce as it facilitates in-
ternational commercial transactions. Local busi-
nesses sectors, which have increasingly international
orientation and are in need of employees who speak
Spanish, Portuguese, and other languages have
found rich recruiting grounds in Miami.

Tourism has flourished in recent years due to ex-
tensive marketing of the uniqueness of Miami and
its diversity. Miami attracts tourists from all over
the world. It is estimated that 52% of the visitors
come from other countries and 48% from elsewhere
in the US.

4. San-Francisco-Silicon Valley experience15
California’s Silicon Valley is famous the world over
for its cutting edge technology innovations and ex-
periments. Some of this success is due to the re-
cent wave of highly skilled immigrants from Asia
into the region who have contributed immensely in
this economic success. Silicon Valley has become a
haven for fostering creativity and entrepreneurial
spirit.

Asian immigration to California started in the 18"
Century, but its modern history can be dated to the
Immigration Act of 1965, often referred to as Hart-
Cellar act. Before 1965, the US immigration sys-
tem limited foreign entry by mandating extremely
small quotas according to nation of origin. Hart-
Cellar by contrast, allowed immigration based on
both the possession of scarce skills and on family
ties to citizens or permanent residents. It also sig-
nificantly increased the total number of immigrants
allowed into the US. For example, Taiwan, like most
other Asian countries, was historically limited to a
maximum of 100 immigrant visas per year. As a
result, only 47 scientists and engineers emigrated
to the US from Taiwan in 1965. Two years later,
the number had increased to 1,321 (Saxenian, 1999).

The 1965 Act thus created significant new oppor-
tunities for foreign-born engineers and other highly
educated professionals whose skills were in short
supply, as well for their families and relatives. The

15 Parts of this section are from Saxenian, 1999.
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great majority of these new immigrants were of
Asian origin, and they settled disproportionately on
the West Coast. By 1990, one-quarter of the engi-
neers and scientists employed in California’s tech-
nology industries were foreign-born—more than
twice that of other highly industrialized states such
as Massachusetts and Texas. The Immigration and
Nationality Act of 1990 further favored the immi-
gration of engineers by almost tripling the number
of visas granted on the basis of occupational skills
from 54,000 to 40,000 annually. In doing so, it fu-
eled the already burgeoning Asian immigration to
California, particularly to urban centers such as Los
Angeles and San Francisco.

Scholars have devoted considerable attention to
California’s immigrants but have focused their at-
tention almost exclusively on the low-skilled popu-
lation. However, the role of high-skilled immigrants
1s of growing importance to policymakers in Cali-
fornia because foreign-born scientists and engineers
account for a significant and growing proportion of
the state’s workforce. In 1990, immigrants ac-
counted for 32% of the region’s total scientific and
engineering workforce.

National trends in graduate science and engineer-
ing education mirror these trends closely and pro-
vide insights into the changing composition of the
Silicon Valley workforce. Between 1990 and 1996,
the number of doctorates in science and engineer-
ing granted annually by US universities to immi-
grants from China more than tripled (from 477 to
1,680), and those to Indian immigrants doubled (to
092), whereas those to Taiwanese remained stable
(at about 300). These three immigrant groups alone
accounted for 81% of the doctorates granted to
Asians and 62% granted of all foreign doctorates
in science and engineering granted in the US be-
tween 1985 and 1996. Moreovet, California’s uni-
versities grant engineering degrees to Asian students
at more than twice the rate of universities in the
rest of the nation.

Not surprisingly, Silicon Valley’s Indian and Chi-
nese workforce is highly educated. In 1990, they
earned graduate degrees at significantly greater rates
than their white counterparts: 32% of the Indian
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Table 4:
Education of Indians, Chinese, and Whites
in Silicon Valley High-technology Industries, 1990

Indian Chinese Whites
number % number % number %
Masters, doctorage 4,043 55 7,612 40 34,468 18
Bachelor’'s degree 1,581 22 5,883 31 59,861 31
Some university 792 11 3,551 19 64,081 34
High school graduate 600 8 1,002 5 23,488 12
Less than high school 279 4 1,170 6 9,319 5

Source: Saxenian, 1999.

and 23% of the Chinese employed in Silicon Valley
m 1990 had advanced degrees, compared to only
11% for the white population. Table 4 shows that
the superior educational attainment of these groups
1s even more pronounced among workers in tech-
nology industries: 55% of Indian and 40% of Chi-
nese technology workers held graduate degrees,
compared to 18% of Whites.

The entrepreneurial contributions of these skilled
immigrants are impressive. Ethnic Indian and Chi-
nese immigrants run nearly 25% of the high-tech
companies started in the valley since 1980. The
2,775 immigrant run companies had a total sales
of $16.8 billion and more than 58,000 employees
last year. Those figures are probably understated
because many companies they started are run by
native-born Americans.

There 1s evidence that the traditional pattern is
changing. Chinese and Indian immigrants run 29%
of the companies founded between 1995 and 1998,

neurs because they have already taken big risks by
moving thousands of miles from home. Venture
capital is also pouring in from overseas as immi-
grant entrepreneurs look outside the US. Currently,
immigrant status may be an advantage in starting
and funding companies.

The economic contributions of immigrants are not
limited to their direct role as engineers and entre-
preneurs. Although Silicon valley’s new immigrant
entrepreneurs are more highly skilled than their
counterparts in traditional industries, like those
counterparts they have created a rich fabric of pro-
fessional and social activities that facilitate immi-
grant job search, information exchange, access to
capital and managerial know-how, and the creation
of shared ethnic identities. The region’s most suc-
cessful Chinese and Indian entrepreneurs rely
heavily on such ethnic resources while simulta-
neously integrating into mainstream technology

economy.
a figure probably more accurately reflecting of their
mnfluence. Researchers and immigrants themselves
say that immigrants frequently become entrepre-
Table5:

Sales and Employment of Silicon Valley High-technology Firms
Led by a Chinese or Indian CEO (1998)

Number of
Firms Sales (million) Employment
Indian-led Firms 774 $3,588 16,598
Chinese-led Firms 2,001 $13,237 41,684
Tota 2,775 $16,825 58,282
Share of All Silicon Valey Firms 24% 17% 14%

Source; Saxenian, 1999
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V. MODELS OF IMMIGRATION: IS THERE AN OPTIMAL SIZE FOR AN
IMMIGRANT COMMUNITY?

1. General discussion

It 1s established that the single most important “im-
migrant pull” factor for a particular location is the
size of an already existing ethnic community in a
state/MSA, measured directly or in terms of pet-
centage of all US foreign-born residents of a par-
ticular ethnicity residing in a given location. Thus,
having 700 few immigrants of a particular ethnicity in
a city means the future inflow of immigrants of
this ethnicity to this city will be relatively slow.

The main rationale behind this finding 1s explained
by the network theory of migration developed in
the 1980s and early 1990s (see for example, Hugo,
1981; Taylor, 1986; Massey, 1990; Gurak and Caces,
1992). According to this theory, migrant networks
are defined as “sets of interpersonal ties that con-
nect migrants, former migrants, and non-migrants
mn origin and destination areas through ties of kin-
ship, friendship, and shared community origin”
(Massey et al, 1993, p. 448).

The sum of network connections generated by an
ethnic community in a particular location consti-
tutes valuable “social capital” that new or prospec-
tive immigrants from the same ethnicity can draw
upon to facilitate employment, housing and other
needs (Ibiden). Clearly the power of this social
capital 1s a function of the size of an ethnic com-
munity concentrated in a particular location. “Once
the number of migrants reaches a critical thresh-
old, the expansion of networks reduces the costs
and risks of movement, which causes the probabil-
ity of migration to rise, which causes additional
movement, which further expands the movement
and so on” (Massey et al, 1993, p. 449).

By reducing costs and risks of immigration, the
growth of migrant networks accelerate the mnflow
of immigrants, especially when the critical thresh-
old is surpassed. However, this same process can
have a significant downside for the host country, as
growing ethnic “safety nets” make the inflow of
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new immigrants into this country less and less se-
lective. While first immigrants arriving at a particu-
lar location have to survive economically on their
own, later immigrants can rely on increasing assis-
tance from their compatriots. In a course of time,
this leads to gradual lowering of selection criteria
for the new immigrants. Ultimately the new immi-
grants start to be representative of the source coun-
try (Massey et al., 1993). This explains the logic
behind such phenomena as New York’s Little Italy,
Miami’s Little Havana, or San-Francisco’s China-
town where residents can comfortably live for years
without ever learning English or venturing out to
the mainstream of the US economic life.

Existing studies confirm that concentration of 70
many immigrants of one ethnicity in a given city
can lead to a decline in their important “quality”
characteristics. These include average education
level, English proficiency and skills. In addition, a
larger size of immigrant communities correlates
positively with higher welfare use/dependency and
with such negative externalities as congestion and
increased school drop-out rates among native-born
persons of same ethnicity (Betts and Lofstrom,
1998; Reitz, 1998; Borjas, 1999).

From this observation it follows that for a city
aiming to attract additional immigrants there
possibly exists some optimal size of immigrant
community for each ethnic group. For a city such as
Louisville, which aims to increase its immigrant
population, this optimal number should be between
some minimum number of immigrants that is
necessary to ensure faster growth of individual
ethnic communities, and some maximum number
after which education level of immigrants will start
falling below the average education level of native
citizens.

The role of education-based immigration planning
is particularly important for Louisville, as it would
contribute also to improvement in its standing
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Figure 6: Education level of immigrants (ED) as a function of the size of ethnic
community (N)
E
SS
Eus
0 N*

against other cities in terms of average education
level. This is even more true for Kentucky, which
is near the bottom of state rankings for educational
attainment.

2. Maximizing “education surplus” from
immigration

Hypotheszs: With the growth of an ethnic community,
the education level of members of a community
decreases. At least for some ethnic communities
there is a size at which education level starts at a
higher level than for locals and then falls below it.

To test the above hypothesis empirically we briefly
present a model that would be employed for
econometric estimation. The educational
attainment, generally measured in terms of number
of years of schooling, is the most important
predictor of economic and other contributions a
prospective immigrant would make to the US in

his/her lifetime.

As long as the educational level of an immigrant of
a particular ethnicity exceeds the educational level
of native born, the marginal benefit of immigration
1s positive. Based on this trade-off, the optimal size
of immigrant population of a particular ethnic
community in our model 1s determined by equating
the average number of years of schooling of an
additional immigrant to the number of years of
schooling of a native born.

Let E represent the number of years of schooling
of an immigrant population of a particular ethnicity.
N is the number of immigrants of the same
ethnicity. E = f (N) is a decreasing function of N.
In other words, as the number of immigrants of a
particular ethnicity increases the number of years

of schooling decreases. Let E _ represent the

average years of schooling for nat(iée born persons.
Then the optimal size of the immigrant population
N* for a given ethnicity is where E_ . = f(N). The
reason N*is optimal is that at N* the social surplus
from education given by the area 55 in Figure 6 is

maximized.
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Figure 7: Rate of growth of an immigrant ethnic community (dN/N) asa function
of itssize (N)

In Phase IT of the study, using sets of data described
in the Appendix, we plan to estimate function E =
f (N) for eight different ethnic groups. From the
estimated function N*, the optimal size of ethnic
groups will be determined for each group.

From the estimated function the estimates of
elasticity 1 defined as the ratio of the % change in
the number of years of schooling to the % change
in immigrant population will be computed for 8
ethnic groups.

3. Determining the minimum critical size of
an immigrant community

Hypothesis: Having too few immigrants in a city
means that the ethnic community’s support for the
newcomers 1is not strong enough to accommodate
large numbers of incoming compatriots, especially
those with little education and English language
skills. That in turn means that the immigrant inflow
will be very slow.

Attracting Immigrants to an Urban Area

Goal: Estimate possible critical number N¢ at which
ethnic community starts to grow much faster than
before (for the same 8 ethnic groups).

e The pull effect of the size of ethnic commu-
nity — is there a critical number (IN¢) after which
the rate of growth of ethnic community changes?

e Tests for 1970-1980-1990 and 1998 data for
metro areas of the US.
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APPENDIX A. STATISTICS OF IMMIGRATION®

Published immigration statistics include informa-
tion on several demographic concepts, such as im-
migration flow (t.e., the number of persons who
come to reside in the United States each year or the
number who transition from one legal status to an-
other). Other immigration statistics indicate the
size of the resident foreign-born population, net
change in size, and emigration (Le., the estimated
number of foreign-born residents who leave the
United States to live in another country). Statistics
on the legal status of foreign-born residents have
also been published.

Most federal statistical information on the foreign-
born is provided by two agencies: the Immigration
and Naturalization Service (INS) and the Bureau
of the Census (BC). INS provides information rel-
evant to flow of immigrants. The Census Bureau
primarily collects information on the size of the
resident foreign-born population and on annual
change in size. The Census Bureau also provides
an estimate of emigration.

1. Immigration statistics collected by the INS
Comprehensive information on immigration flow
1s reported in the annual INS Statistical Yearbooks.
INS records that are maintained for administrative
purposes are the basis for most federal statistics on
flow of immigrants. These statistics describe the
number of new legal permanent residents (persons
with new “green-card” status), new refugees and
asylees, and new naturalized citizens. As reported
in the INS Yearbook, however, these statistics are
limited by conceptual problems and confused re-
porting, undercounts, and information gaps. For
example, data on annual trends in the number of
new green cards authorized, although highlighted
mn the INS Yearbook, are significantly affected by
INS administrative problems in processing green-
card applicants and thus may not accurately reflect
flow over time. The number of new asylees—per-
sons granted asylum—and the number of persons

granted citizenship are undercounted i the Year-
book tallies because the data omit certain groups
of persons, such as those granted asylum on appeal
or minor children of new citizens. Adequate statis-
tics for some demographic categories, such as the
number of foreign-born students who take up resi-

dence 1n the United States each year, are not avail-
able.

Because almost all immigration laws involve spe-
cific legal statuses, it 1s crucial that information on
each major demographic concept be reported sepa-
rately for each of the major legal statuses (legal
permanent residents, refugees and asylees, persons
with a temporary visa, illegal immigrants, and natu-
ralized citizens). All together, there are 33 relevant
demographic categories. It 1s important to note the
interrelationships of these categories to clarify (1)
the differences between demographic concepts and
(2) which statistics can—and which cannot—be
validly compared.

The INS Yearbooks present a variety of data on
immigration flow, including counts of new Legal
Permanent Residents (LPRs), new refugees and
asylees, and new U.S. citizens—all based on admin-
istrative records. But as presented, these data do
not convey a clear and valid picture of immigration
flow that 1s relevant to policy mnformation needs.
Rather, there are instances of conceptual problems
and confused reporting, as well as undercounts and
information gaps.

Conceptual problems and confused reporting are
evident in the introductions to the INS 1995 and
1996 Yearbooks, which alternatively highlight a
“decrease” (1995) and a “rise” (1996) in immigra-
tion to the United States. These annual trends mix
data on two types of flow: (1) flow of new LPRs
into the United States and (2) transitions by per-
sons already living here into LPR status. These
trends in “combined-flow” can reflect (1) a change

!$'This section is an adaption of General Accounting Office (GAO) findings.
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in the number of persons coming into the United
States, (2) an administrative logjam (slowdown) or
speed-up in INS’ issuing of green cards to foreign-
born persons already living here, or (3) some com-
bination of the two.

Mixing two different forms of flow is not a trivial
problem because, according to the Yearbook, the
majority of potential green-card holders already re-
side in the US—often either illegally or on tempo-
rary visas—and because, in recent years, INS has
experienced problems in processing green cards.
(The agency is struggling to catch up with backed-
up applications, which numbered approximately
775,000 as of April 1998.) Thus, the trends that
INS highlights are very difficult to interpret, but
readers of the Yearbook introduction are not alerted
to this difficulty—unless they turn to the body of
the report.

Another instance of a conceptual problem exacer-
bated by confused reporting occurs when the INS
Yearbook presents information relevant to flow of
legal immigration (i.e., the number of new green
cards authorized in the past year), but not for ille-
gal immigration. Instead, the Yearbook presents
information on net change in the size of the illegal
population. For a valid comparison of data on le-
gal flow to data on illegals, comparable categories
must be used; that is, legal flow should be com-
pared to illegal flow—not to net change in the size
of the illegal population. Because the INS Year-
book does not point out the difference between flow
and net change, there is a potential for a reader to
make an invalid comparison. For a given year, net
change in the illegal population is likely to be con-
siderably smaller than illegal flow because the net
change statistic leaves out deaths, emigration, and
legalizations for all illegal immigrants, regardless of
how many years they have resided in the US. A
likely consequence is that, for readers of the INS
Yearbook, the flow_of illegal immigrants is under-
stated relative to the flow of legal immigrants.
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The 1996 INS Yearbook also presents figures that
undercount two other categories of flow:

Persons granted asylum are undercounted by
about a third or more, based on information that
the US Government Accounting Office (GAO)
obtained from computer systems maintained by
INS, the Department of State, and the Depart-
ment of Justice’s Executive Office of Immi-
gration Review (EOIR). Groups omitted from
the Yearbook tally include (1) persons who were
granted asylum on appeal and (2) trailing rela-
tives of persons granted asylum. (These trail-
ing relatives who “followed to join” a principal
asylee were not included in that asylee’s origi-
nal application—often because they were not
in the United States at the time).

The number of new naturalizations is
undercounted by an unknown amount. INS
administrative records on naturalizations do not
include most minor children who naturalize
along with their parents.

There are also information gaps for certain catego-
ries of flow. For example, no statistic 1s reported
for the number of new residents who entered the
United States with temporary (e.g:, student, worker)
visas. This number cannot be tallied accurately
because INS record-keeping systems are not de-
signed to identify reentries. Thus, a foreign student
residing here for 4 years who visits his home coun-
try twice a year would be tallied as eight separate 6-
month visits by up to eight persons, rather than as a
single individual’s 4-year stay.

2. Immigration statistics collected by the Cen-
sus Bureau

The Census Bureau provides ongoing coverage data
on size and net change in size for the total foreign-
born population and for naturalized citizens. The
Bureau also estimates emigration in its comprehen-
sive decennial censuses. Analysts have raised a
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variety of questions about possible problems with
Census data on the foreign-born. One of these
problems is undercoverage of illegal immigrants who
may deliberately avoid enumeration. The Census
Bureau’s estimate of emigration represents one in-
stance where census undercoverage of the foreign-
born clearly limits the utility of the data. The un-
certainty of the emigration estimate is important
because information on emigration is needed to
balance information on flow—and also because
estimates of emigration figure prominently in indi-
rect estimates of population size for illegals and
legal permanent residents. The Census Bureau at-
tempts to fill this gap through a method of examin-
ing change in the size of various arrival groups across
two points in time. For example, the 1970-79 ar-
rival group (i.e., foreign-born residents who arrived
here between 1970 and 1979) was counted in the
1980 and again in the 1990 decennial census. Emi-
gration for that group is estimated according to the
amount it dwindled between 1980 and 1990. But
the data for certain pre-1980 arrival groups (e.g.,
Mexican and Salvadoran arrival groups) showed
growth between 1980 and 1990 rather than dwin-
dling—a logical impossibility since all had arrived
before 1980. This pattern of apparent growth,
which could be explained by differential census
coverage (L.e., lower coverage of Mexican and Sal-
vadoran residents in 1980 than in 1990), raises ques-
tions about the census counts that underlie the
emigration calculation.

Data gaps occur for the number of residents in spe-
cific legal statuses—from LPRs to illegal immi-
grants—and for net change in the sizes of these
resident population groups. Direct questions on legal
status are very sensitive and, according to the Cen-
sus Bureau, have not been asked in the census or in

any survey that it has conducted. To fill data gaps
for the population sizes of certain legal statuses,
the Census Bureau and INS have developed indi-
rect estimates of the number of illegal immigrants
and legal permanent residents. These estimates
address key gaps and thus would seem to represent
a step forward in providing information, but mul-
tiple sources of uncertainty remain - owing to the
lack of direct empirical data and the need for major
assumptions that, in some cases, are not fully sup-

ported.

3. Demographic and economic characteristics
of immigrants

This outline summarizes the available published
data on demographic characteristics of foreign-born
persons with respect to the latest (1996) flow and
“stock” data—that is, the size of the total foreign-
born population. Major demographic characteris-
tics include country of origin or birth, age or age
group, sex, race and Hispanic origin, and marital
status. Other variables of interest include area or
state of US residence and economic characteristics
such as occupation, status,
homeownership, poverty status, benefit receipt, and
so forth. Not all demographic and other character-

employment

istics identified above were available for all legal
statuses of foreign-born persons

4. Foreign-born population: Flow estimates

Legal permanent residents

The 1996 INS Statistical Yearbook reports only one
demographic characteristic separately for each le-
gal category of new immigrants: the country of
birth."” Other demogtaphic characteristics—age
group, sex, marital status, and state of intended resi-

7 Aliens who transition to LPR status have often already been living in the United States for years; therefore, the demogtaphic

characteristics enumerated should be understood in that context, rather than interpreted as uniformly applying to the group

of aliens newly arriving in the United States in 1996.

'8 Employment-based principal immigrants ate persons who qualify for green-card status based on their labor market skills.

Employers wishing to sponsor an alien for permanent residence in order to fill a job must first apply for labor certification

from the Department of Labor. Labor certification is awarded when there are insufficient numbers of US workers available

to undertake the employment sought by an applicant and when the alien’s employment will not have an adverse effect on the

wages and working conditions of US workers similatly employed.

Attracting Immigrants to an Urban Area



dence—are reported only for combined-flow LPRs,
which totaled 915,900 in fiscal year 1996. For one
group of new LPRs—employment-based immi-
grants—the 1996 INS Yearbook also reports occu-
pation.'” Occupational detail is shown for just
261,000 of the remaining 864,000 LPRs; over
551,000 of these LPRs are students, children,
homemakers, retirees, or unemployed workers.

More detailed tabulations for the LPRs can be
achieved by analyzing public use files."” Education
and income are not included in these administra-
tive records. When fully implemented, the new
green-card survey (now in pilot stage) should pro-
vide a wealth of demographic information about
new LPRs (Jasso et al, 1997). Such information
will, no doubt, prove useful in policy-related analy-
ses, such as assessing potential labor market im-
pacts.

5. Refugees and asylees

The 1996 INS Yearbook reports the country of birth
for 93,347 newly admitted refugees and approved
asylees 1n fiscal year 1996. No other demographic
data on refugees or asylees are reported in the 1996
INS Yearbook, other than for those who became
LPRs that year (there is no requirement for a refugee
or asylee to become an LPR). The Department of
Health and Human Services annually reports
country of citizenship and state of initial
resettlement (in the United States) for newly
admitted refugees.”’

Naturalized citizens

The 1996 INS Yearbook reports the sex, age group,

marital status, state of residence, major
occupational group, region, and country of former
allegiance for 1,044,689 aliens who became
naturalized citizens in fiscal year 1996. These

persons were already living in the United States
6. Foreign-born population: “stock” estimates
Total foreign-born

Also in its publication Current Population Reports,
the Census Bureau reports age group, sex, race,
citizenship (naturalized citizen or not a citizen),
period of entry to the United States, educational
attainment, labor force status, income, receipt of
means-tested cash benefits (Aid to Families With
Dependent Children, Supplemental Security
Income, and general welfare), poverty status, and
homeownership for 24,557,000 foreign-born
persons in 1996.*' It repotts, for selected states, the
percentage of state populations that were foreign-
born.* It also reports the number and petrcentage
of foreign-born from selected regions of the world
and countties of birth.”

' The public use files contain information on aliens granted legal permanent resident status. They ate available on magnetic

tapes or cartridges from the National Technical Information Service. These files contain information on demographic

characteristics, which may be broken out separately for new entries and transitions by the computer-oriented analyst. More
information about the public use files, which are currently available for fiscal years 1972-96, is listed on p.201 of the 1996 INS

Yearbook.

% The 1996 report also contains certain overall 1996 demographic charactetistics (such as employment rate, labor force

participation rate, and unemployment rate, by sex, and English proficiency, hourly wages, and homeownership at time of

arrival). However, these data refer to refugees age 16 and older in a “five-year sample population consisting of Amerasians,

Entrants, and Refugees of all nationalities who arrived in the years 1991-1996.” Thus, demographic characteristics for 1996

refugees are not reported separately, but the capacity to report them separately may exist, depending upon the characteristics of

the sampling frame and whether the sample of refugees would be sufficiently large to obtain reliable statistical results.

! The Bureau of the Census has placed numetous publications, including those pertaining to the foreign-born population, on

its Internet site at <http://www.census.gov>.

?The states are those with the highestlevel of concentration of immigrants: California, New York, Hawaii, Florida, New

Jersey, Nevada, Texas, Arizona, and Rhode Island.

# The regions are Central America, Catibbean, South America, Europe, and Asia. The countries are Mexico, Canada, El

Salvador, Cuba, Dominican Republic, Jamaica, Germany, Great Britain, Philippines, China, India, Vietnam, and Korea.

Attracting Immigrants to an Urban Area
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Naturalized citizens

In the Bureau of the Census Current Population
Reports, the characteristics reported for naturalized
citizens include age group, sex, race, year of entry
to the United States, educational attainment, labor
force status, income, receipt of means-tested cash
benefits (Aid to Families With Dependent Children,
Supplemental Security Income, and general welfare),
poverty status, and homeownership.

Legal permanent residents

On its Internet site, the INS reports the estimated
state of residence for its estimated 10,525,000
legal permanent residents (plus or minus 350,000,
and ranges for each state) as of April 1996.** No
other demographic data are reported. The state-
level distributions of LPRs are based on separate
calculations for each state as follows: (1) adding
post-1990 LPRs to the 1990 census count of
non-citizens, (2) subtracting 1990 estimates of
illegal aliens and nonimmigrants, (3) subtracting
estimates of post-1990 illegal aliens and
nonimmigrants, and (4) adjusting for emigration
and mortality. The ranges are based on
adjustments to the 1990 Census. The ranges in
the estimates, INS stated, resulted from
adjustments made to the number of noncitizens
counted in the 1990 census.”

Lilegal aliens

The 1996 INS Yearbook reports two demographic
characteristics—the top 20 countries of origin
and the top 20 US states of residence—for 5
million illegal aliens as of October 1996.*° No
other demographic data are reported. A separate
publication (Warren, 1997) provides estimates for
all states (with upper and lower ranges) and point
estimates for 97 countties.

The 1996 state-level distributions of illegals in
the 1996 INS Yearbook were constructed by
combining estimates of illegal aliens from two
major groups. The first group consists of aliens
who entered surreptitiously across land borders,
usually between official ports of entry, who often
are referred to as EWIs (entries without
mnspection). The second group 1s “nonimmigrant
overstays’—aliens who were legally admitted to
the United States temporarily and stayed beyond
the specified period of admission. For EWIs who
entered the United States from 1988 to 1996, the
totals were distributed to states “using INS
statistics for the early 1990s on the destination of
the beneficiaries of aliens who legalized” under
the Immigration Reform and Control Act (IRCA)
of 1986. Estimates of overstays who arrived
during 1988-96 were distributed to state of
residence “based on annual estimates of
overstays by state of destination for 1986 to
1989” (emphasis added). The state-level data for
1996, therefore, reflect the distributions of illegal
immigration for earlier years and thus may not
represent the actual current distributions.

#The Internet address is <http://wwwins.usdoj.gov/hqopp/>. Some details of the estimation procedures ate not stated

there, however.

 Specifically, “the census undercount of non-citizens was assumed to range between 5 and 7%, while the percentage of aliens

who reported that they were citizens but who were actually non-citizens was assumed to range between 1 and 5%.”

% The countties ate Mexico, El Salvador, Guatemala, Canada, Haiti, Philippines, Honduras, Dominican Republic, Nicaragua,
Poland, Bahamas, Colombia, Ecuador, Trinidad and Tobago, Jamaica, Pakistan, India, Ireland, Korea, and Peru. The states
are California, Texas, New Yotk, Florida, Illinois, New Jersey, Arizona, Massachusetts, Virginia, Washington, Colorado,

Maryland, Michigan, Pennsylvania, New Mexico, Oregon, Geotgia, District of Columbia, Connecticut, and Nevada. The
information in the 1996 INS Yearbook is also listed on the INS Internet site at <http://wwwins.usdoj.gov/stats/

illegalalien/index.html>
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Chart 2. Immigrant Adjustment of Status Applications (I-485): Fiscal Years 1994-98
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immigrants, temporary workers, foreign students,
and refugees, become legal immigrants by filing an
application with the INS for adjustment of status to
legal permanent residence. Adjustment of status
applicants are granted legal permanent residence at
the time their applications are approved. New

legal immigrants are automatically authorized to
work. They should receive alien registration cards
(“green cards’) within severa weeks of becoming
legal permanent residents, but in recent years this
process has sometimes taken longer.

Fiscal year legal immigration — The INS
tabulates data on legal immigrants each fiscal year.
Before fiscal year 1998, each year’s total included
asmall number of aliens granted legal permanent
residence in previous fiscal years for whom
demographic information had not been entered into
the automated systems used to generate the annual
data.

Data quality — During fiscal years 1997 and 1998,
the INS transitioned immigrant application
processing from the Immigrant Card Facility (1CF)
to the Computer Linked Applicant Information
Management System (CLAIMS). Most immigrant
records for fiscal year 1998 were selected using the
date of approval for legal permanent residence.
Alternative methods were required for selecting
records for certain categories of immigrants,
including refugees, asylees, and cancellation of
removal. For these immigrant categories, an
earlier or rollback date, rather than the actual
approval date, is stored in the admission/
adjustment date field for counting the time spent
toward meeting the residency requirement for
naturalization.

Refugees and cancellation of removal cases were
selected using the most recent date of data entry as
aproxy for the approval date. Asylee caseswere
selected by adding one year to the date appearing
in the admission/adjustment date field since asylees
are eligible for naturalization 4 years after they
become legal permanent residents.

4 Legal Immigration, FY98

The refugee count (44,709) was consistent with the
number of approvals (44,829) reported through the
INS workload statistics (G-22.2 report), although
less than what would have been expected (80,000
or more) based on recent trends in the refugee
ceiling, the number of refugee arrivals, and the
number of refugee adjustments of status.

Counts for cancellation of removal immigrants
(428) and asylees (7,546) were considered too low.
The annual limits, 4,000 and 10,000, respectively,
were reached during fiscal year 1998 and
substituted as estimates. Demographic
characteristics for the 6,026 additional cases
((10,000-7,546) asylees + (4,000-428) cancellation
of removal) were assumed unknown.

In addition, some of the variables traditionally
included in the data extract for the annual legal
immigrant reports were not included initially in
CLAIMS. Thisomission has been corrected for
fiscal year 1999. However, about 100,000 of the
1998 records are missing information for country
of chargeability and nationality, marital status,
occupation, and nonimmigrant class and year of
entry.

Preference Limits

The Immigration Act of 1990 (P.L. 101-649)
restructured the immigrant categories of admission
and made other modifications to the Immigration
and Nationality Act. The 1990 Act divided the
preference classes into two general categories:
family-sponsored and employment-based. Limits
on the number of visasissued in these two
categories are determined annually.

Family-sponsored limits — The worldwide level
for family-sponsored preferences is calculated as:

480,000 minus the number of aliens who
were issued visas or adjusted to legal
permanent residence in the previous fiscal
year as 1) immediate relatives of U.S.
citizens, 2) children born subsequent to the



issuance of avisato an accompanying
parent, and 3) children born abroad to
lawful permanent residents on temporary
trips abroad, plus unused employment
preferences in the previous fiscal year.

The 1990 Act specifies that the family-sponsored limit
may not go below a minimum of 226,000 in any year.
The number of legal permanent residents issued visas
or who adjusted in fiscal year 1997 under categories
1-3 listed above was 336,384, and 40,710 employment-
based visas were unused in 1997. The 1998 family-
sponsored limit, therefore, was set to 226,000 (480,000
- 336,784 + 40,710 = 184,326 which is below
226,000). The limits for each of the family-sponsored
preferences and their descriptions are shown below.

Employment-based limits — The 1990 Act
specifies that the worldwide limit on employment-

based preference immigrants is equal to 140,000
plus unused family-preference visas in the previous
year. The limit for fiscal year 1998 was set to
140,000 (140,000 + no unused family-preference
visasin 1997 = 140,000).

Per-country limits — The per-country limit on
preference immigration for independent countries
is set to 7 percent of the total family and
employment limits (226,000 + 140,000 = 366,000),
while dependent areas are limited to 2 percent of
the total. The 1998 limit for independent foreign
states was 25,620 (7 percent of 366,000) and the
limit for dependencies was 7,320 (2 percent of
366,000).

Diversity limits — This classification became

effective in fiscal year 1995. The annual limit is
set at 55,000.
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Categories of Immigrants Included in World-Wide Annual Limit Specified in Section 201 of the
Immigration and Nationality Act: Unadjusted and Fiscal Year 1998 Limits

UNADJUSTED

PREFERENCE DESCRIPTION LIMIT LimiT
Family-sponsored immigrants 480,000 * 480,000 *
Family-sponsored preferences 226,000 226,000
First Unmarried sons and daughters of U.S. citizens and their children 23,4002 23,4002
Second Spouses, children, and unmarried sons and daughters of permanent
resident aliens 114,200 3 114,200 3
Third Married sons and daughters of U.S. citizens 23,4003 23,400°
Fourth Brothers and sisters of U.S. citizens (at least 21 years of age) 65,000 ® 65,000 ®
Immediate relatives of adult U.S. citizens (spouses, children, Not limited; assumed to be
and parents) and children born abroad to alien residents 254,000 * 254,000 *
Employment-based preferences 140,000 140,000
First Priority workers 40,040 ¢ 40,040 ¢
Second Professionals with advanced degrees or aliens of exceptional ability 40,0403 40,0403
Third Skilled workers, professionals, needed unskilled workers, and
Chinese Student Protection Act immigrants 40,040 ® 40,040 ®
Fourth Specia immigrants 9,940 9,940
Fifth Employment creation (“Investors’) 9,940 9,940
Diversity 55,000 55,000
TOTAL 675,000 675,000

Note: The annual limits are adjusted based on visa usage in the previous year.

* The number of immediate relatives of U.S. citizens included in these figures is assumed to be 254,000. Immediate relatives may enter without any limitation,
however, the limit for family-sponsored preference immigrants in a fiscal year is equa to 480,000 minus the number of immediate relatives admitted in the
preceding year. The limit of family-sponsored preference visas cannot go below aminimum of 226,000—the worldwide limit of 480,000 minus 254,000. ? Plus unused

family 4th preferencevisas. ® Visas not used in higher preferences may be used in these categories.  * Plus unused employment 4th and 5th preference visas.
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