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IMMIGRANTS, EDUCATION, AND LABOR MARKET I

This study uses a
variety of analytical
tools to compare and
contrast the
characteristics of
foreign- and native-
born population in

four states.

by Murat Arik
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mmigration has been one of the most debated
issues in recent U.S. economic and political
discourse. While acknowledging that the
scope and nature of immigration has multidi-
mensional public policy implications including
concerns about national security, job losses, eco-
nomic growth effects, health care, and welfare
policies, the literature on the impact of immigra-
tion on the U.S. economy has generated mixed
findings. For example, while Card’s (2001) find-
ings conclude that immigration does not nega-
tively affect the employment and wage levels of
native-born workers,! the finding of Borjas
(2003), using similar methodology, suggest just
the opposite.? Taking into account these two con-
trasting views, Peri (2006) reexamines the wage
and employment impact of immigration on na-
tive workers using methodology similar to that
of the two aforementioned studies.® His finding

suggests that at the national level immigration
has a positive effect on the real wages of all but
the less-skilled native workers. Peri accounts for
the occupational distribution of native and immi-
grant workers and arrives at a critical conclusion
that immigrants at both ends of the educational
spectrum are likely to drive productivity, innova-
tion, and competitiveness in the U.S. economy.
From a broader economic perspective, Ford
(2007), reprinted in this issue of Tennessee's
Business, highlights the implications of different
policies regarding immigration in the U.S. He
concludes that immigrants’ contribution to the
U.S. economy is sizable and any adverse poli-
cies regarding immigration are likely to produce
severe macroeconomic repercussions.* From an
international perspective, immigration affects
macroeconomic and social dynamics not only in
host countries but also in the country of origin

through “brain drain” as well as creating short-
ages in low-skill occupations.’

While these discussions are informative and
intellectually stimulating, we nevertheless con-
fine our analysis in this short essay to labor mar-
ket implications of immigration at the state level
from a comparative perspective. Before analyz-
ing characteristics of immigrants, a brief
overview of national and global trends regarding
economic competitiveness and workforce issues
is in order.

Role of human capital in economic growth.
To remain competitive in the knowledge econ-
omy, education and innovation should be at the
forefront of any development strategy, both at
the national and state level. Due to the massive
exodus of traditional low-skill manufacturing
jobs overseas, there is a pressing need for the ex-
isting workforce to reposition itself. According
to the recent Global Competitiveness Index of
the World Economic Forum, the position of the
U.S. in the areas of education and innovation in
general and quality of primary education, quality
of math and science education, secondary edu-
cation enrollment, and availability of scientists
and engineers in particular is slipping behind
more than a dozen countries. In evaluating the
impact of immigrants on jobs and wages, this
global trend should be kept in mind.

Productivity and innovation. Productivity
and innovation are major sources of economic
growth. However, once at the top of the list, the
U.S. is losing ground in these areas as many
emerging economies are catching up in terms of
the number of patents and research and develop-
ment expenditures. As traditional industries exit
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the economic landscape, particularly in rural
areas, it becomes extremely difficult for small
communities to take advantage of technology-
driven industries due to the lack of both basic
technological infrastructure (i.e., broadband ac-
cessibility) and an adequately trained workforce.
The promotion of a strong partnership among
businesses, workforce, and educational institu-
tions is essential to a knowledge- driven econ-
omy.

Aging workforce. Baby boomers are ap-
proaching retirement age. Some small businesses
with stable employment are pondering the po-
tential loss of their workforce due to retirement.
A critical concern is that it will be difficult to re-
place retiring skilled employees.

Current labor market shortages. Many local
markets have been experiencing labor market
shortages, especially in health care. Although
many of these jobs are high-paying, there is not
enough interest in these occupations to fill the
vacant positions.

These global and national trends are directly
or indirectly linked with the nature and scope of
the U.S. immigrant population. Therefore, it is
important to keep these issues in mind when dis-
cussing the characteristics of immigrants vis-a-
vis natives.

Data, Definitions, and Methodology. Data used
in this analysis is from American Community
Survey 5 percent PUMS (Public Use Microdata
Samples) data (www.census.gov). All cross-tab-
ulations are population weighted. The four states
somewhat arbitrarily selected for this analysis re-
flect different geographic, population, and eco-
nomic structures.

Each state population is divided into two
census groups: foreign-born and native. Accord-
ing to the Census Bureau, foreign-born popula-
tion includes “anyone who is not a U.S. citizen at
birth.” This category includes people who are in
the U.S. legally and illegally. Native-born popu-
lation includes “anyone who was a U.S. citizen
or a U.S. national at birth.”

This study uses a variety of analytical tools
to compare and contrast the characteristics of
foreign and native-born population in the four
states, addressing the following questions:
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Figure 2: Decade of Entry: Foreign-Born Population
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Figure 3: Foreign- and Native-Born Population by Age Cohort
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Figure 4: Educational Attainment by Nativity (Ages 25-64)

40% California Massachusetts
o
30% 60%
20% 40%
20% 20%
0% 0%
LHS HS SCA B+ LHS HS SCA B+
Ohio Tennessee
60% 40%
40% 30%
20%
20% 10%
10/ )0/
0% LHS HS SCA B+ 0% LHS HS SCA B+

M Foreign-Born
M Native

LHS = Less than high school

HS = High school
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B+ = Bachelor’s degree or above
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s How do the states compare in terms of
immigrant population, employers, and
labor force participation rate?

= How do immigrants and natives compare by
» age distribution,
¢ educational attainment,

»  distribution across major occupations,
e income distribution, and
*  occupational skill level distribution?

Foreign-Born Population. The small fraction of
Tennessee’s population that is foreign-born is
estimated at 233,386, or 3.86 percent, as of 2006.
Corresponding figures are 408,923 (3.56 per-
cent) in Ohio, 909,206 (14.12 percent) in Massa-
chusetts, and 9,882,456 (27.11 percent) in
California. Although Tennessee and Massachu-
setts have comparable populations, Tennessee’s
share of foreign-born population is significantly
lower. As Figure 1 shows, the foreign-born pop-
ulation in Tennessee in both absolute and relative
terms is nowhere close to the level that Califor-
nia and Massachusetts have been experiencing.
Accordingly, public policy challenges that may
arise due to certain characteristics of foreign-
born population (i.e., legal vs. illegal, skilled vs.
unskilled, etc.) are likely to be more manageable
in Tennessee than in California and Massachu-
setts. The significant variation in the share of for-
eign-born population across states implies that
immigrants’ role’ in the U.S. economy should be
analyzed within the context of workforce supply
and demand at the state level.

Decade of Entry. As Figure 2 illustrates, the
influx of foreign-born population is relatively
recent in Tennessee compared to California,
Massachusetts, and Ohio, where over two-fifths
of foreign-born population entered the country
before 1990. According to the American Com-
munity Survey (2006), nearly two-fifths (93,000)
of Tennessee’s foreign-born population entered
the U.S. between 2000 and 2006. However,
although the proportions are smaller, Massachu-
setts attracted more than 180,000, Californian
nearly 2,000,000, and Ohio about 120,000 in for-
eign-born population in the same period.

Age Cohort. Foreign-born population is more
normally distributed than native-born popula-
tion across the states by age cohort. Immigrants
migrating to Tennessee tend to be younger than
those immigrants migrating to the other three
states (Figure 3). The Tennessee population
pyramid indicates fewer immigrants in the old
age cohort—not the case for the other three
states, where old-age dependency (on younger
workers) among immigrants is relatively higher.



Table 1: Some Population Ratios
per Native 100

per Foreign Born 100

Ages 0-15/  Ages 65+/ Ages 55-64 / Ages 0-15/ Ages 65+ / Ages 55-64 /
Selected States Ages 25-64 Ages 25-64 Ages 16-24 Ages 25-64 Ages 25-64 Ages 16-24
California 44.07 20.37 70.06 7.26 15.77 103.91
Massachusetts 36.69 24.66 85.97 6.65 18.84 99.22
Ohio 40.38 25.11 88.44 12.15 23.83 110.69
Tennessee 38.96 23.46 94.67 14.01 8.84 53.47

foreign-born population.

The ratio of ages 0-15 to ages 25-64 indicates that for every 100 native population there are 44.0 young native population in California, 36.69 in
Massachusetts, 40.38 in Ohio, and 38.96 in Tennessee. These ratios are very small for foreign-born population in all states, the most being in Ten-
nessee, indicating that Tennessee has more young dependent children per its foreign-born population. The ratio of ages 65+ to ages 25-64 indicates
old age dependency. Per 100 native working-age population (25-64), Ohio has the highest ratio with 25 people and California the lowest with 20.37.
Per 100 working-age foreign-born population, Ohio has the highest ratio with 23.83 and Tennessee the lowest with 8.84. The ratio of ages 55-64 to
ages 16-64 represents the replacement rate of workforce to retirement. The highest ratio is in Tennessee with 94.67 near-retirement population per
100 native young population. In terms of foreign-born population, Ohio and California have more near-retirement foreign-born population than young

Figure 3 and Table 1 present workforce
implications for the aging native-born U.S. pop-
ulation. As the baby boomers approach retire-
ment, businesses expect to see increasing
shortages across occupations. In Tennessee, the
ratio of ages 55-64 to 16—24 among the native-
born population is merely at replacement level.
This ratio is relatively better for California,
Massachusetts, and Ohio. However, the for-
eign-born population story is different: while
California and Ohio have a higher near-retire-
ment than young foreign-born population, Ten-
nessee’s trend is completely opposite with a
nearly 50-percent higher young than near-retire-
ment foreign-born population.

Skill Composition. Is the skill level of immi-
grants complementary to the skill level of
natives? National studies suggest so, indicating
that distribution of the educational attainment of
immigrants is U-shaped compared to an inverse-
U shape for natives. Figure 4 illustrates signifi-
cant variations across states in this area. In Cal-
ifornia and Tennessee, distribution of
immigrants by educational attainment confirms
this pattern. However, in both Ohio and Massa-
chusetts, distribution is skewed toward a higher
immigrant educational attainment level. In
terms of the inverse-U distribution of native-
born population by educational attainment, Ohio
and Tennessee exhibit certain similarities. Over-
all, educational attainment by nativity in Ten-
nessee confirms U-shaped immigrant and
inverse-U native-born educational attainment.
In Tennessee, 14 percent of the native-born
and 29 percent of the foreign-born population
have less than a high school education. However,
at the other end of the spectrum, 31 percent of the
native-born and 45 percent of the foreign-born
population have at least a bachelor’s degree.

Occupational Distribution. Do the immigrant
and native workforce (ages 25-64) differ by

occupational distribution? Figure 5 shows con-
siderable differences between them even at the
aggregate level.” One caveat is in order: for
practical purposes, this study looks only at 26
aggregate-level occupational categories. Using
more detailed categories would likely increase
the occupational similarity index score. The
larger the index score, the more dissimilar two
occupational distributions are.

Within-state occupational distributions of
workforce by nativity indicate variations across
states, reflecting their economic structure and
immigrant workforce characteristics. One clear
conclusion is that the immigrant and native
workforces in the four states are not holding
exactly the same jobs. Of the four, California
has the highest occupational dissimilarity index
between its native and foreign-born workforce.

Although native workforce occupational
distribution in Ohio and Tennessee shows close
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Figure 5: Workforce Occupational Distribution Similarity by Nativity

FB = Foreign-Born
N = Native

TN = Tennessee

MA = Massachusetts
OH = Ohio

CA = California

Similar

Different




Table 2: Employment Status of Native and Immigrant Workforce

Native California Massachusetts Ohio Tennessee
Employed 72.70% 77.68% 73.77% 70.10%
Unemployed 3.96% 3.53% 4.33% 4.29%
Military 0.51% 0.14% 0.11% 0.31%
Not in Labor Force 22.84% 18.65% 21.78% 25.30%

Foreign-Born

Employed 7117% 75.97% 73.10% 74.05%
Unemployed 4.05% 4.01% 3.75% 4.05%
Military 0.12% 0.07% 0.24% 0.26%
Not in Labor Force 24.67% 19.95% 28.09% 21.64%

Source: American Community Survey (2006).

Table 3: Where Do Immigrants Work?

Native California Massachusetts Ohio Tennessee
Private for profit 54.01% 57.23% 61.75% 58.11%
Private not for profit 5.96% 9.82% 7.09% 5.62%
Government 16.51% 13.63% 11.95% 13.30%
Self-Employed 11.71% 9.94% 8.04% 9.52%
Foreign-Born

Private for Profit 62.55% 65.41% 61.51% 63.08%
Private not for profit 3.52% 8.91% 6.72% 5.31%
Government 7.27% 6.26% 10.60% 7.62%
Self-Employed 11.06% 8.62% 8.57% 10.72%

Source: American Community Survey (2006).

Table 4: Educational Attainment by Age Cohort

Ages 25-64 California Massachusetts Ohio Tennessee
Native
High school or less (HS&LHS) 35.29% 31.21% 43.36% 47.49%
Bachelor’s and above 30.67% 44.25% 24.90% 24.25%
Ratio (HS&LHS/BA+) 1.15 0.71 1.74 1.96
Foreign-Born
High school or less 58.55% 39.03% 33.63% 64.29%
Bachelor’s and above 23.98% 41.22% 51.40% 24.10%
Ratio (HS&LHS/BA+) 2.44 0.95 0.65 2.67
Ages 55-64
Native
High school or less 28.04% 35.05% 50.99% 51.82%
Bachelor’s and above 36.19% 39.87% 23.51% 23.05%
Ratio (HS&LHS/BA+) 0.77 0.88 217 2.25
Foreign-Born
High school or less 56.22% 59.98% 41.63% 39.83%
Bachelor’s and above 26.87% 27.89% 37.65% 44.42
Ratio (HS&LHS/BA+) 2.09 2.12% 1.1 0.90

Source: American Community Survey (2006).

Table 5: Occupational Similarity by Educational Attainment
(Native versus Foreign-Born)

States High School or Less Bachelor’s and Above
California 57.03 41.82
Massachusetts 52.33 45.10
Ohio 41.31 35.30
Tennessee 60.19 38.09

The higher the score, the less likely that immigrants are holding the same job as natives by educational attainment.
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similarity, the same is not true for the foreign-
born workforce. These dissimilarities suggest
that immigrants’ contribution to the states’
economies is considerable and the immigrant
and native workforces are complementary.

Labor Force. Labor force participation rates of
natives and immigrants are comparable across
the states, although immigrants’ participation
rate is higher than that of natives in Tennessee.
Table 2 presents the employment status of
native and immigrant population ages 25-64.
Unemployment is lower among immigrant than
native working-age population in Tennessee
and Ohio, whereas the reverse is true in Cali-
fornia and Massachusetts.

Class of Worker. There are relatively as many
immigrant as native entrepreneurs across the
states. Tennessee has slightly more self-
employed immigrants than natives. Table 3
shows that immigrants are overwhelmingly
working in the private for-profit sector and
playing an important role in entrepreneurial
activities that drive many of the states’
economies. Only in Ohio is the percent of
immigrants versus natives working for govern-
ment comparable.

Education and Age Cohort. Table 4 reveals
significantly better-educated near-retirement
age than young immigrants in Tennessee, per-
haps due to the large influx from war-torn
regions between 2000 and 2006. Massachusetts
and Ohio are attracting more highly educated
than less-educated young immigrants. Con-
versely, California is attracting 24 and Ten-
nessee 27 less-educated immigrants for every
10 highly educated ones.

An analysis of the characteristics of near-
retirement age (55-64) immigrants, however,
shows a completely different picture for Ten-
nessee, Massachusetts, and Ohio. For example,
in Tennessee, in the 55-64 age category, there
are nine less-educated immigrants for every 10
highly educated immigrants. For the 25-34 age
category, the trend is almost reversed in these
three states, whereas California shows a some-
what stable trend across age cohorts. These dis-
crepancies may be attributable to workforce
supply and demand resulting from the states’
changing economic structure and growth trends.

Education and Occupation. Those immigrants
with a high school education or less are hold-
ing jobs not in high demand by similarly edu-
cated natives in Tennessee. Table 5 indicates the
significant differences in occupational similari-



ties of natives and immigrants across and within
the states by educational attainment, even at a
higher educational level. This result may sug-
gest an existing or emerging division of labor
between immigrants and natives by educational
attainment levels.

Wage and Salary Earnings. Distribution of
wage and salary earnings of immigrants is dis-
proportionally concentrated in low-income
brackets in California and Massachusetts (under
$35,000). Although Ohio and Tennessee exhibit
a similar pattern in low-income brackets (under
$25,000), they differ from California and Mas-
sachusetts in two respects: in Ohio, immigrants
are disproportionally concentrated in high-
income brackets, while in Tennessee the con-
centration of immigrants and natives in
high-income brackets is relatively even
($65,000 and over). Table 6 highlights the vari-
ations of earning distributions of immigrants
compared to natives across the states. This dis-
tribution in turn may be related to structural dif-
ferences in the states’ economies and
characteristics of immigrants choosing these
states as their homes.

Wage and Salary Earnings in Tennessee. In
Tennessee, nearly 74 percent of immigrants are
earning less than $35,000 compared to 62 per-
cent of natives. These numbers are 65 and 45
percent in California, 58 and 43 percent in Mas-
sachusetts, and 59 and 56 percent in Ohio. Fig-
ure 6 presents the earning distribution of
immigrants and natives in Tennessee.

Conclusion. This study highlights the charac-
teristics of immigrant versus native populations
in the four selected states. The findings suggest
that the size and scope of immigrants’ involve-
ment in these states’ economies vary consider-
ably. This has a lot to do with the historical
presence of large immigrant communities in
certain states (i.e., California). However, the
structural differences in these economies and
ensuing demand for a certain type of immigrant
workforce (i.e., skilled, unskilled) are also an
important factor in across-state variations.
Tennessee has a relatively small immigrant
population, two-fifths of whom entered the U.S.
in the past five years. The sudden burst of rela-
tively young, low-wage earning immigrants
may pose a challenge. However, booming activ-
ity in commercial and residential construction
as well as the retail sector in the past five years
has increased the demand for workforce consid-
erably, attracting many immigrants to the area. m

Murat Arik is the associate director of MTSU s
Business and Economic Research Center.

Table 6: Relative Distribution of Wage and Salary Income
by Nativity (% Natives - Foreign-Born, Ages 25-64)

Earning Range California Massachusetts Ohio Tennessee
Less that $5K -1.03% 0.48% 0.34% -2.20%
$5K-$15K -9.39% -4.99% -3.00% -9.33%
$15K-$25K -9.42% -8.18% -3.72% -4.59%
$25K-$35K -0.29% -2.89% 3.38% 3.88%
$35K-$45K 2.37% 1.17% 4.46% 6.18%
$45K-$55K 3.43% 4.46% 3.94% 3.18%
$55K-$65K 3.59% 3.54% -0.04% 1.53%
$65K-$75K 2.91% 1.82% -0.34% 0.48%
More than $75K 7.84% 4.60% -5.08% 0.86%

than the proportion of natives earning in the same income range.

Source: Tabulated from American Community Survey (2006). Negative (-) figures show that proportion of immigrants larger

Figure 6: Tennessee Native vs. Immigrant Earning Distribution 2006
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Si= 3%l
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