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Executive Summary
The US labor market has been slow to recover from the deep recession of 2007–2009. As of September
2011, there were almost seven million fewer jobs than before the downturn. Policymakers have debated
numerous ways to increase employment, from government spending to tax policy to training and
education initiatives. But relatively little consideration has been given to immigration reform as a way
to boost the economy, even though immigration policy affects innovation and job growth. Instead, the
immigration debate has become painfully deadlocked, with widespread agreement that the current
system is broken but little consensus on how it should be fixed. In these challenging times, more should
be done to identify incremental changes to immigration policy that could be made immediately to
boost employment for US workers and accelerate the country’s economic recovery.
To better understand the potential for immigration
policy to help rejuvenate the US economy, policymakers need answers to basic questions such as
whether the foreign born take jobs from the native
born or instead create more jobs, on balance, and
what types of immigrants generate the most jobs
for native-born workers. Although numerous stud
ies have explored how immigration affects natives’
wages, there is relatively little research on how
immigration affects employment among US natives.
This study seeks to fill this gap and answer the
question of what specific changes to immigration
policy could speed up American job growth.
There are two basic theories of how immigration
affects natives’ labor market outcomes. One is that
immigrants have the same skills as US natives and
the two groups “compete” for jobs. In this view,

immigration reduces natives’ employment. The
other theory is that foreign-born workers “comple
ment” US-born workers. That is, immigrants and
natives have different skills, and immigration diver
sifies the workforce. Immigration results in more
productive companies, stronger economic growth,
and higher employment among US natives.
This study focuses on two groups most frequently
identified by policymakers and employers as vital
to America’s economy: foreign-born adults with
advanced degrees and temporary work visa hold
ers. (For simplicity, all foreign born are referred to
here as immigrants, regardless of their visa type.)
In trying to establish whether these groups help or
hurt job prospects among US natives, the study
uses hard numbers—annual data from the US Cen
sus Bureau and applications for temporary work-

Immigration and American Jobs | 3

ers—to perform a state-level comparison that
answers the question, “In states with more immi
grants, are US natives more or less likely to have a
job?” This study also looks at the fiscal effect of the
foreign born by comparing the benefits they
receive to the taxes they pay.
The analysis yields four main findings:
1. Immigrants with advanced degrees boost
employment for US natives. This effect is most
dramatic for immigrants with advanced
degrees from US universities working in sci
ence, technology, engineering, and mathe
matics (STEM) fields. The data comparing
employment among the fifty states and the Dis
trict of Columbia show that from 2000 to 2007,
an additional 100 foreign-born workers in STEM
fields with advanced degrees from US universi
ties is associated with an additional 262 jobs
among US natives. While the effect is biggest for
US-educated immigrants working in STEM,
immigrants with advanced degrees in general
raised employment among US natives during
2000–2007:
• An additional 100 immigrants with advanced
degrees in STEM fields from either US or
foreign universities is associated with an
additional 86 jobs among US natives.
• An additional 100 immigrants with advanced
degrees—regardless of field or where they
obtained their degrees—is associated with an
additional 44 jobs among US natives.
2. Temporary foreign workers—both skilled and
less skilled—boost US employment. The data

show that states with greater numbers of tem
porary workers in the H-1B program for skilled
workers and H-2B program for less-skilled nona
gricultural workers had higher employment
among US natives. Specifically:
• Adding 100 H-1B workers results in an addi
tional 183 jobs among US natives.
• Adding 100 H-2B workers results in an addi
tional 464 jobs for US natives.
• For H-2A visas for less-skilled agricultural
workers, the study found results that were
positive, but data were available for such a
short period that the results were not statisti
cally significant.
3. The analysis yields no evidence that foreignborn workers, taken in the aggregate, hurt US
employment. Even under the current immigra
tion pattern—which is not designed to maxi
mize job creation, has at least eight million
unauthorized workers, and prioritizes family
reunification—there is no statistically significant
effect, either positive or negative, on the
employment rate among US natives. The results
thus do not indicate that immigration leads to
fewer jobs for US natives.
4. Highly educated immigrants pay far more in
taxes than they receive in benefits. In 2009,
the average foreign-born adult with an advanced
degree paid over $22,500 in federal, state, and
Federal Insurance Contributions Act (FICA, or
Social Security and Medicare) taxes, while their
families received benefits one-tenth that size
through government transfer programs like cash
welfare, unemployment benefits, and Medicaid.
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The results here point directly to several policy
proposals that would boost US employment.
These policies would require neither new taxes
nor new spending cuts. Specifically, policymak
ers could create jobs by doing the following:
• Giving priority to workers who earn advanced
degrees from US universities, especially those
who work in STEM fields. The results show that
the most dramatic gains in US employment
come from immigrants who earned advanced
degrees at US universities and are employed in
STEM fields. Changing permanent and tempo
rary immigration policies to favor holders of
advanced degrees from US universities in STEM
fields is an obvious step given the demand for
highly skilled workers and the extensive invest
ment the country already makes in such stu
dents. Without a clear path to stay in the United
States, these foreign students will fuel innova
tion and economic growth in countries that com
pete with the American economy.
• Increasing the number of green cards (perma
nent visas) for highly educated workers. This
study shows that foreign-born workers with
advanced degrees create more jobs for US work
ers than immigrants overall. Yet only 7 percent
of green cards are currently awarded to workers
based on their employment. The United States
can increase the number of immigrants with
advanced degrees in the US workforce by
increasing the number of green cards distributed
through employment-based categories.

• Making available more temporary visas for
both skilled and less-skilled workers. The find
ings here suggest that expanding the H-1B pro
gram for skilled temporary foreign workers would
increase employment for US natives. Similarly,
this study suggests that the H-2B program for
seasonal, less-skilled workers in fields other than
agriculture leads to significant employment gains
for US natives. But both these programs are
severely limited under current law. Only 85,000
H-1B visas and 66,000 H-2B visas are available
each fiscal year, and the process for obtaining H
2B visas is often prohibitively difficult and costly.
This study found a positive but not statistically
significant relationship between H-2A temporary
agricultural visas and employment among US
natives. Further study is warranted to explore
whether H-2A visas should be increased as well.
America is currently mired in a period of the slow
est economic growth seen in several generations,
with persistently high unemployment, anemic job
growth, and little bipartisan agreement on how to
address these pressing problems. Action is required
if America is to get back to work. Immigration pol
icy can, and should, be a significant component of
America’s economic recovery. Targeted changes to
immigration policy geared toward admitting more
highly educated immigrants and more temporary
workers for specific sectors of the economy would
help generate the growth, economic opportunity,
and new jobs that America needs.
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Introduction
As of September 2011, the United States had almost
seven million fewer jobs than before the recession
of 2007–2009. The debate on ways to increase
employment has focused on government spend
ing, tax cuts, and new training and education ini
tiatives. One area that has received little attention
for its job-generating possibilities is immigration
policy. Instead, discussion over immigration pol
icy has stalled, with widespread agreement that
the current system is broken but little consensus
on how it should be fixed. Too little has been done
to identify incremental changes to existing immi
gration policy that could be made immediately

tion and innovation, and they are more likely than
US natives to start businesses.4 Immigration
appears to encourage US natives to upgrade their
skills through additional education or training.5
Studies indicate that immigration may have a small
positive effect on Americans’ wages, although
there is also some evidence that immigration has
no effect or even a negative effect on wages, espe
cially among the least educated.6
Despite this voluminous literature on the economic
effects of immigration, there is relatively little
research on how foreign-born workers affect
employment among US natives. This paper uses the
prevailing methodology in the economics literature
to analyze the impact of immigration on employ
ment for US natives. Specifically, the paper asks:
• Does increasing the number of immigrants with
advanced degrees as a fraction of all employ
ment lead to higher rates of employment among
US natives?

and would boost employment and accelerate the
country’s economic recovery.
Immigrants1 play a sizable role in the US labor mar
ket. Almost one in six workers is foreign born. Over
one million people receive lawful permanent resi
dent status each year, and hundreds of thousands
more enter illegally in a typical year. A smaller num
ber of workers enter legally through temporary
worker programs for skilled and less-skilled workers.
Whether immigrants take jobs from US-born work
ers or, on balance, create jobs is not well under
stood. Policymakers particularly need to know how
different groups of foreign-born workers affect
employment to design immigration policies that
benefit the US economy. A growing body of eco
nomic research points to economic benefits from
immigration. Immigration has a small but positive
effect on output, or gross domestic product (GDP).2
Immigration reduces the cost of labor-intensive
goods and services.3 The foreign born boost inven

• What is the impact of immigration on employ
ment among US natives across all sectors and
education levels?
• Do temporary foreign workers—both skilled and
less skilled—increase or decrease employment
among US natives?
• What is the fiscal impact of immigrants, looking
at both taxes paid and benefits received?
Based on the answers to these questions, the study
then discusses changes in immigration policy that
would attract and admit more foreign-born work
ers in those categories found to correspond with
the greatest job creation for US natives.
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Background
The 38.5 million foreign born who live in the
United States are a diverse group. They are more
than three times as likely as US natives to lack a
high school diploma, but they are also more likely
to have a professional degree or doctorate. Accord
ingly, the foreign born are overrepresented in
both less-skilled occupations, such as construction
workers, housekeepers, and agricultural laborers,
and highly skilled occupations, such as medical

manual-labor jobs—jobs that employers often have
difficulty filling with US-born workers—while natives
specialize in jobs that require more communications
skills.7 For example, having more foreign-born
roofers can allow American contractors to build
more houses, creating more jobs for US-born work
ers in higher-paying skilled, supervisory, or whitecollar jobs such as foremen or “front office”
workers doing sales and coordination. Immigration
also can encourage some natives to work more by
lowering the cost of hiring help with domestic
chores and child care.8 In addition, immigration can
save jobs: in the increasingly globalized economy,
some companies will move factories and jobs off
shore if they cannot find or bring in workers with
the skills needed to fill essential positions.9

scientists, physicians, and chemists.
Because of their tremendous diversity, the foreign
born potentially affect US-born workers in almost
every facet of the economy, including the labor
market. Some of these effects may be positive
while others may be negative. US-born workers
who face heightened competition as a result of
immigration may face lower wages or lose their
jobs. But immigrants may also have different skills
than American workers, resulting in a more diverse
workforce, greater productivity, and higher wages
for US workers. Natives also may benefit from new
jobs created by immigrants who develop new tech
nologies or start new businesses.
A simplistic model of supply and demand assumes
that immigrants have the same skills as US natives.
The two groups compete for jobs. If that is the
case, then native employment and wages fall as
immigration increases.
But immigration could instead increase native
employment if foreign-born workers complement
US-born workers. There are a number of reasons
this might occur. The foreign born can have differ
ent skills and education than US natives and there
fore tend to work in different jobs. Research
indicates that immigrants tend to work in intensive

In addition, immigrants can create jobs for natives
through their entrepreneurial activities. For exam
ple, 25 percent of high-tech companies founded
during 1995 to 2005 had at least one immigrant
founder.10 Over 40 percent of companies in the For
tune 500 in 2010 were founded by an immigrant or
the child of an immigrant.11 Immigrants may also
drive innovation, which then leads to job growth.
Highly educated immigrants obtain patents at dou
ble the rate of highly educated US natives, and
their presence appears to spur patent activity by
US natives as well.12
With two economic theories—“compete” versus
“complement”—offering contradictory predictions,
the question of how immigration affects employ
ment is ultimately an empirical one. Yet previous
economic research offers surprisingly few answers.
Although there is an extensive literature on how
immigration affects the earnings of US-born work
ers,13 only a few studies have looked closely at the
relationship to employment. These studies yield
mixed results.14 Recent research on the overall effect
of immigration concludes that the foreign born may
have a modest negative impact on US employment
in the short run, particularly if the economy is in a
recession, but a more positive effect in the long
run.15 Another study finds evidence of zero or posi-
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tive effects on the employment rate for US natives,
including among less-educated natives.16 These
previous studies have looked at the effect of all
immigration on native employment. In contrast, this
study tries to inform policy by looking specifically at
the employment impact of groups of immigrants
that have been identified by researchers and poli
cymakers as leading to innovation and job creation.
Methodological Approach. Ideally, we would like
to know what would have happened to the employ
ment of US natives in the absence of immigration
and then compare that with what actually hap
pened. The difference would be immigration’s
effect on the employment of US natives. But
because it is not possible to know what would have
happened without immigration, researchers typi
cally rely either on models that simulate the impact
of immigration based on assumptions about how
substitutable foreign- and US-born workers are for
one another, or on models that compare areas that
receive large numbers of immigrants with areas that
receive relatively small numbers. This paper takes
the latter approach.
This study uses the fact that the percentage of the
workforce that is foreign born varies from state to
state to examine the relationship between immi
gration and employment among US natives. In
other words, it asks whether having a higher share
of workers who are foreign born in a given state
increases or decreases the employment rate among
US natives in that state. A positive relationship
would indicate that more immigration creates jobs
for US natives, while a negative relationship would
indicate that more immigration decreases employ
ment for US natives. (The method is explained in
more detail in the appendix.)
The study specifically looks at groups of immigrants
who may be particularly likely to boost job growth
by identifying the impact of the following subgroups
of immigrants: immigrants with an advanced
degree, immigrants with an advanced degree work
ing in a STEM occupation, and immigrants with an

ADVANCED DEGREES
2000-2007
ADVANCED
DEGREE
AND IN STEM
OCCUPATION

100 FOREIGN BORN WORKERS
= 262 ADDITIONAL JOBS
Every additional 100 foreign-born workers who earned
an advanced degree in the US and then worked in
STEM fields created an additional 262 jobs for US natives.

ADVANCED
DEGREE

100 FOREIGN BORN WORKERS
= 44 ADDITIONAL JOBS
Every additional 100 foreign-born workers with an advanced
degree created an additional 44 jobs for US natives.

advanced degree likely to have been earned at a US
university working in a STEM occupation.
While some previous research examines the effect
of immigrants of certain skill levels on the employ
ment of similarly skilled natives, this paper looks at
the effect of highly educated immigrants, tempo
rary high- and low-skilled foreign-born workers, and
immigrants as a whole on all US natives. This
approach captures not only the foreign born’s
effect on similarly skilled native born, but also
spillovers into other skill categories, where immi
grants might complement natives more than sub
stitute for them. For example, an immigrant with a
graduate degree in engineering might compete
with US-born engineers for a job, but that immi
grant will also buy a house and other goods and
services, send children to school, and perhaps
someday found a company or develop a commer
cially important patent, all of which create jobs for
workers across the skill spectrum.
This paper uses data from the US Census Bureau’s
Current Population Survey (CPS) covering all fifty
states and the District of Columbia, focusing on the

8 | American Enterprise Institute & Partnership for a New American Economy

periods 2000–2007 and 2000–2010. The former
represents a period of economic recovery and
growth while the latter period includes the recent
recession, during which the US-born employment
rate fell by more than two percentage points. The
analysis begins in 2000 to avoid including the hightech bubble of the late 1990s.17
The study relies on the fact that the percentage of
the workforce that is foreign born—the immigrant
share—varies from state to state. This difference
across states allows for comparisons that yield the
relationship between immigration and American
jobs. But one of the fundamental challenges when
using cross-state comparisons to show a relation
ship between immigrants and jobs is that immi
grants tend to be more mobile and go where the
jobs are. As a result, evidence of high immigrant
shares in states with strong economic growth and
high employment could be the result of greater job
opportunities (as immigrants move to jobs), rather
than the cause. Cross-state comparisons would
then show an artificially high impact of immigrants
on the native employment rate. The study avoids
“overcounting” the effects of immigrant workers
drawn by a recent economic boom by using an esti
mation technique (known as “two-stage least
squares (2SLS) regression estimation” and dis
cussed in the appendix) that is designed to yield
the effect of immigration independent of recent
growth and employment opportunities. The analy
sis also controls for state- and time-specific factors
that might affect native employment rates.

those whose presence is unauthorized. And while it
is not possible in the data to distinguish between
legal permanent immigrants, temporary foreign
workers, and those here illegally, it is important to
recognize that effects might well differ among the
groups because they tend to differ in skill level.
Unauthorized foreign born (roughly 30 percent of
all foreign born) are disproportionately less skilled.
Estimates suggest that almost one-half of unau
thorized immigrants have not completed high
school, and they comprise 22 percent of all adults
without a high school degree in the United States.
Meanwhile, those here legally (roughly 70 percent
of all foreign born, including temporary workers
and students) are actually more likely than the USborn to have a bachelor’s degree or higher.18
This study also examines the specific effect of tem
porary worker programs on the employment rate
among US natives across states. The study looks at
the three main temporary worker programs: H-1B
visas for skilled workers, H-2A visas for seasonal
agricultural workers, and H-2B visas for seasonal
nonagricultural workers. For each visa program, it
simply asks whether more approved applications
for temporary workers in each state, relative to total
employment, corresponds to higher or lower
employment rates for US natives, controlling for
state- and time-specific factors.

government deficits.

There are two reasons to think that this study, which
uses annual, state-level data over a ten-year period,
may actually underestimate the job-creating effects
of highly skilled immigrants. First, it does not cap
ture long-run effects if the economy benefits more
from immigrants in the long run than in the short
run (as suggested by other recent research).19 Sec
ond, it does not capture “spillover effects” if immi
grants create jobs in states other than the one
where they work (for example, more immigration
in California leads businesses to also create new
jobs at a subsidiary in Indiana).

Significantly, the CPS data include both foreign
born who are legally present in the country and

Finally, the study also seeks to examine the fiscal
impact of immigrants by using 2009 data on tax

The findings suggest how
smarter immigration
policies could help reduce
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payments and government benefits. Clearly, immi
grants’ economic impact goes beyond paying taxes
and receiving benefits. Immigrants are also con
sumers, which increases economic activity and GDP
and leads indirectly to additional tax revenues. But
by focusing strictly on taxes and government trans
fer programs, this study identifies immigration’s
most direct fiscal impact on federal and state
government budgets. The findings suggest how
smarter immigration policies could help reduce
government deficits.

Immigrants with advanced degrees from US uni
versities who work in STEM fields dramatically
boost employment for US natives. During 2000–
2007, a 10 percent increase in the share of such
workers boosted the US-born employment rate by
0.04 percent. Evaluating this at the average num
bers of foreign- and US-born workers during that
period, this implies that every additional 100 foreign-born workers who earned an advanced
degree in the United States and then worked in
STEM fields led to an additional 262 jobs for US
natives. (See Table 2)

Results

In addition, immigrants with advanced degrees
in general boost employment for US natives.
The overall share of workers who are immigrants
with an advanced degree (from foreign and US uni
versities) working in a STEM occupation is also pos
itively associated with the native employment rate.
During 2000–2007, a 10 percent increase in the
share of workers who are immigrants with
advanced degrees working in STEM boosted the
US-born employment rate by 0.03 percent. This
translates into every additional 100 foreign-born
workers with an advanced degree working in a
STEM occupation creating about eighty-six addi
tional jobs for US-born workers. The estimates also
indicate that simply increasing the number of immi
grants with advanced degrees working in all fields,
not just STEM, would increase American employ
ment. A 10 percent increase in the share of all work
ers who are immigrants with advanced degrees
boosted the native employment rate by 0.08 per
cent during 2000–2007. In other words, each addi
tional 100 foreign-born workers with an advanced
degree created about forty-four additional jobs for
US natives.20 (See Table 1)

The results, presented in detail in the appendix,
demonstrate that immigrants with advanced
degrees overall create jobs for US natives, but the
results are most dramatic for immigrants with
advanced degrees from US universities working
in STEM occupations. The analysis of temporary
worker applications suggests that two of the three
primary categories of temporary foreign workers
(H-1B and H-2B) are associated with strong job cre
ation for US natives; the third type (H-2A) shows a
positive association with job creation but the data
series is too short to yield statistically significant
results. And including all foreign-born workers—
regardless of legal status or education level—the
data show no evidence that immigration hurts US
employment. Finally, consistent with their posi
tive effect on employment, more educated immi
grants pay far more in taxes than they receive in
government transfers. Specifically, the analysis
finds the following:

Temporary employment visa programs for both
skilled and less-skilled workers are positively
related to employment of US natives. Temporary
foreign worker programs allow employers to hire
foreign workers to fill specific jobs. The three main
temporary visa programs are the H-1B temporary
high-skilled visa, the H-2B temporary less-skilled
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visa for nonagricultural workers, and the H-2A tem
porary less-skilled visa for agricultural workers. The
data show that both the H-1B and H-2B visas are
positively associated with native employment rates,
while the data for the H-2A visas show a slightly
positive association with native employment rate,
but the data series was too short to yield statisti
cally significant results. (See Table 4)
The estimates show that a 10 percent increase in
H-1B workers, relative to total employment, is asso
ciated with a 0.11 percent increase in the native
employment rate. During the sample period of
2001–2010, this translates into each additional 100
approved H-1B workers being associated with an
additional 183 jobs among US natives. A 10 per
cent increase in H-2B workers, relative to total
employment, is associated with a 0.07 percent
increase in the native employment rate during
2000–2010. In other words, each additional 100
approved H-2B workers is associated with an addi
tional 464 jobs among US natives.
The results give clear evidence that both the H-1B
and H-2B programs for temporary workers corre
spond to greater job opportunities for US-born
workers. The particularly strong results for the H-2B
program, which is for less-skilled nonagricultural
workers, may be surprising given that some other
studies conclude that less-skilled immigrants com
pete with similarly skilled US-born workers. The
results here may reflect that employers, who find the
H-2B program expensive and bureaucratic, tend to
reserve it for hard-to-fill jobs that are critical to
expanding operations. In addition, the results may
be biased upward because the temporary worker
analysis could not control for immigrants being
drawn to areas experiencing strong economic
growth and high employment. Even with these
qualifications, the study’s very strong results for H
2B suggest reasons to expand and simplify the
program beyond its current level. Of course, there
may be a breaking point where workers on H-2B
visas no longer complement, but instead compete
with, US-born workers, but that point appears to

be well beyond the current program’s limit.

Overall, when looking at the effect of all immi
grants on employment among US natives, there
is no evidence that immigrants take jobs from
US-born workers. The analysis that examines all
current immigrants reveals no evidence of an effect,
positive or negative, on the native employment
rate. More specifically, the foreign-born share of
workers is not statistically significantly related to the
US-born employment rate during years of growth,
2000–2007, or during the entire decade, 2000–
2010. Looking at all immigrants, the data reveal a
slight negative, but statistically insignificant, effect
that is similar to that estimated in previous
research.21 Interestingly, this “null effect” is true in
a system that prioritizes family reunification over
employment-based legal immigration and that con
tains millions of unauthorized immigrants.

Fiscal Impact
Immigration’s effect on US employment is a par
ticularly timely issue given the slow labor market
recovery from the 2007–2009 recession, but immi
gration’s fiscal impact is also important, given the
sizable federal deficit and many states’ budget
woes. This paper therefore turns to data on earn
ings, tax payments, and government transfers
among the foreign born in 2009. Details about the
data and estimates are in the appendix.
On average, immigrants pay more in taxes than
their families receive in federal benefits from the
major government programs such as welfare, unem
ployment benefits, food stamps, and Medicaid. And
as immigrants’ education level increases, the likeli
hood of working, annual hours worked, and annual
earnings also increase. As a result, increases in the
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education level of immigrants lead to increased tax
payments. Not surprisingly, an increase in education
level also corresponds with a decrease in govern
ment benefit payments to immigrants’ families.
FISCAL IMPACT
2009

impact at a point in time and do not account for
immigrants’ taxes and transfers over their entire
lifetimes. Nor does the study capture the more indi
rect economic impacts of immigration such as
increasing economic activity or positively affecting
American employment, both of which lead to
higher tax revenues and, in the case of greater
employment, reduced transfer payments. The
direct fiscal impact of the foreign born in a single
year is only a small piece of understanding their
economic costs and benefits.

Policy Implications
There is no doubt that immigrants play a vital role
ON
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in the American economy. Each year, the number
and characteristics of those who enter the country
affect employment, economic growth, and govern
ment revenues and expenditures for years to come.
America’s immigration policy is not geared toward
stimulating economic growth and job creation. Only
14 percent of the one million–plus green cards
issued each year are allocated based on employ
ment. This includes workers’ spouses and children,
so the true measure is just 7 percent. Meanwhile,

On average, foreign-born adults pay $7,826 in fed
eral, state, and FICA taxes, while their families
receive $4,422 in cash and in-kind transfers from
major government programs in a given year. For
immigrants with a bachelor’s degree, tax payments
average $13,039, while their families receive cash
and in-kind transfers valued at $3,704. And for
immigrants with an advanced degree, the average
tax payment is $22,554, while their families receive
less than $2,300 in cash and in-kind transfers from
major programs.
These calculations are a snapshot of the fiscal

every other major developed country puts more
emphasis on admitting immigrants that will meet
economic needs. Compared with America’s 7 per
cent, Canada admits 25 percent of its immigrants
based on employment, Australia 42 percent, and the
United Kingdom and Germany almost 60 percent.22
Given America’s sluggish economic growth and
persistently high unemployment rate, policymakers
must do more to identify changes in American pol
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icy that will boost job creation. This study shows
that several specific groups of immigrants—
advanced degree holders and temporary foreign
workers—lead to greater employment among US
natives. It therefore offers a roadmap to US policymakers interested in strengthening employment
opportunities for Americans. The following recom
mendations represent the most immediate ways to
capitalize on these findings.
Recommendation 1: Prioritize immigration by
workers in STEM fields who hold advanced
degrees from US institutions. While increases in
the total number of immigrants with advanced
degrees boost employment, the effect is biggest
for immigrants with US degrees who work in STEM
fields. This study estimates that an additional
100,000 such workers could lead to an additional
262,000 American jobs.
One of the best sources of highly skilled immigrants
is the pool of foreign students who earn their
degrees here and have their education subsidized
and supported by American resources. About
50,000 foreign students received advanced
degrees from US universities in STEM fields in
2009.23 After graduation, most foreign students are
allowed to work for up to one year in a job related
to their field of study, with an additional seventeen
months for graduates in STEM fields. After that,
they and their employers have to scramble for the
limited numbers of H-1B temporary visas and
employment-based permanent visas. Keeping
these graduates here will create American jobs and
provide additional benefits: immigrants who
entered the United States on a student visa for col
lege or graduate study are more likely than natives
to hold a patent, to have a publication, and, for
those who came for graduate study, to start a com
pany with ten or more employees.24 From the per
spective of US employment, it makes little sense to
force those graduates to leave the United States
for home or for other countries eager to capitalize
on their first-rate US education.

Recommendation 2: Shift US immigration policy’s
focus to economic growth by increasing the num
ber of green cards for highly skilled workers. The
study estimates that attracting an additional
100,000 highly skilled immigrants with advanced
degrees could lead to an additional 44,000 jobs for
US natives. The effect is larger still for immigrants
with advanced degrees working in STEM occupa
tions. The key takeaway is that bringing in more
highly skilled workers will create American jobs.
Despite this, current policy allocates only about 7
percent of green cards based on employment,
while the number of H-1B visas for skilled tempo
rary foreign workers is capped at 85,000 annually.
Other rules impose further limitations on highly
skilled immigration. For example, per-country caps
limit each country to no more than 7 percent of
green cards issued annually, which creates daunt
ing backlogs for China and India, countries that
quickly fill their annual quota. Facing the prospect
of working on temporary visas for up to ten years
and unable to change employers or even job titles
without jeopardizing their initial application, many
highly skilled, highly motivated workers from China
and India choose to leave for greater opportunities

The key takeaway is that
bringing in more highly
skilled workers will create
American jobs.
back home or in another, more welcoming country.
Given what this study shows about the opportunity
to boost American employment and contribute to
government coffers, policymakers should increase
the number of permanent visas for highly skilled
workers and rewrite the rules to lift the artificial lim
its on country caps for green cards.
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Recommendation 3: Expand temporary-worker
programs for both skilled and less-skilled foreign
workers. The study shows that an increase in
skilled temporary foreign workers admitted
through the H-1B visa program is positively related
to the native employment rate: 183 more jobs for
US natives for every 100 additional approved H-1B
workers. This finding is consistent with other evi
dence that the H-1B program leads to innovation.
For example, companies and cities with more H-1B
workers receive more patents than their peers.25
But US law currently imposes an annual cap of
65,000 new H-1B visas each fiscal year, with another
20,000 new visas for those who hold graduate
degrees from US institutions.26 In most years, those
numbers are hit well before the end of the fiscal
year, sometimes in a matter of days. And even dur
ing the recession, the quota continues to be filled.
The results of this study, suggesting that H-1B
workers boost American employment, make a
strong case for the expansion of the H-1B program
to meet the obvious market demand.

Conclusion
In the face of the most profound economic crisis
since the Great Depression, policymakers are
searching for solutions to spur economic growth
and job creation. This study shows that immigra
tion policy can help fix the economy, and it would
require neither new taxes nor new spending cuts.
Specific, incremental changes to immigration,
such as more permanent and temporary visas for
highly educated immigrants, especially those in
STEM fields, and expanded programs for both
skilled and less-skilled temporary foreign work
ers, can lead to job growth even in the short run.
Yet despite these possibilities, America’s immi
gration policy has remained largely unchanged

The study also shows that a modest increase in H
2B workers can deliver a generous boost to the USborn employment rate: 464 more jobs for US
natives for every 100 approved H-2B workers. But
under current law, the H-2B visa program is bureau
cratic and expensive, requiring employers to navi
gate three separate federal agencies and onerous
documentation requirements. The same holds true
for the H-2A program, which offers temporary visas
to agricultural workers, whose effect on US workers
was found to be positive but, because of limited
data, not statistically significant. The results of this
study, showing that programs for temporary foreign
workers appear to bolster US employment, support
the idea that US employers use guest workers not
to replace American workers but to fill critical
needs, allowing operations to continue or expand,
which in turn creates additional jobs for Americans.
With such evidence, there is a strong case for
streamlining and expanding immigrant guest
worker programs to serve the American market
more effectively.

for over two decades.
And there is a cost to this inaction: while America
remains deadlocked, the rest of the world com
petes for talent. Every major developed country is
more focused than the United States on admitting
immigrants to meet economic needs. Many coun
tries are developing programs aimed at recruiting
the next generation of job creators. Chile and Sin
gapore have specialized visas for entrepreneurs

...immigration policy
can help fix the economy,
and it would require
neither new taxes nor
new spending cuts.
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who want to start new companies and create new
jobs. Taiwan, China, and Israel are among the coun
tries that provide incentives for expatriate
researchers to return and work in their home coun
tries. Not only is America failing to recruit foreignborn talent to come here, but the country is also
losing foreign-born talent who are already here.
Graduates of top US universities look elsewhere
when they have no easy way to stay and work in the
United States. Entrepreneurial immigrants from
China and India, many with years of work experi
ence at American companies, are returning home
because of outdated, inflexible US immigration
policies coupled with improving economic pros
pects at home.27 Changes in immigration policy are
needed to boost employment, drive economic
growth, and keep America competitive in today's
global economy.

Appendix
This paper examines the relationship between

Observations are weighted using the number of US
natives in a state as a share of the total US native
population that year. This gives each year the same
total weight in the regressions. Regressions are esti
mated using ordinary least squares (OLS) or 2SLS,
as discussed below.
Several variants of the basic model are estimated.
The first model examines the relationship between
the immigrant share and the native employment
rate for all people aged sixteen to sixty-four.
Extensions of this model then examine the rela
tionship between the number of foreign-born
workers within a specific group relative to all work
ers and the native employment rate. The specific
groups are immigrants aged sixteen to sixty-four
with a bachelor’s degree or higher, immigrants
aged sixteen to sixty-four with an advanced
degree (master’s, professional, or doctorate), and
immigrants aged sixteen to sixty-four with an
advanced degree who report a STEM occupation,
defined here as engineers, mathematical and com
puter scientists, and natural scientists. Those
results are reported in table 1.

immigration and employment of US natives at
the state level. It estimates a reduced-form model
that focuses on the relationship between the
immigrant share and the employment rate of US
natives. The basic empirical model estimated
here is

with superscripts n indicating US natives and f indi
cating the foreign born, respectively, s indexing
states, and t indexing years. The focus is on esti
mates of ß, which indicates how changes in the
immigrant share of the employed affect the native
employment rate. The δ terms are state and year
fixed effects, and ε is a random error term. The
error terms are robust and clustered on the state.

The relationship between the immigrant share and
the native employment rate may differ for immi
grants educated in the United States and those
educated abroad. The regression models for the
three specific groups (bachelor’s degree or higher,
advanced degree, and advanced degree report
ing a STEM occupation) are therefore estimated
with separate variables for immigrants likely to
have received their highest degree in the United
States and those likely to have received their high
est degree abroad. The data used here do not
indicate where an individual’s education occurred,
so individuals with a bachelor’s degree who
appear to have entered the United States before
age twenty-one and advanced degree holders
who appear to have entered the United States
before age twenty-five are classified here as US
educated. The results for the relationships with
the overall native employment rate are reported in
tables 2 and 3.
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The relationship between temporary foreign work
ers and employment of US natives is examined by
regressing the US-born employment rate on the
number of approved temporary foreign workers (as
explained below) relative to the number of people
aged sixteen to sixty-four employed in a given state
and year. Separate models are estimated for H-1B
workers, H-2A workers, and H-2B workers. The
results are reported in table 4.
Data. Native employment rates and immigrant
shares are calculated using the 2000–2010 CPS
merged with outgoing rotation groups data.28
Immigrants are defined here as people who report
that they were born abroad (and not to US-citizen
parents); the surveys ask about US citizenship
status but not about visa status, so it is not possible
to distinguish between legal permanent residents,
temporary nonimmigrants, and unauthorized
migrants in the data.
Some specifications report results using the full
sample from 2000 to 2010, while others report
results using data from 2000 to 2007. With the full
sample, the maximum number of observations is
561. Some specifications drop state-year cells with
no employed US natives or with no immigrants
because of the log-log specification.
The CPS data include all foreign born, regardless
of legal status or visa type. Very little data on the
foreign born by legal status or visa type are avail
able. The Department of Labor publishes data on
applications for temporary foreign workers through
the H-1B, H-2A, and H-2B programs. Those data
are used here for the years they are available:
2001–2010 for the H-1B program, 2006–2010 for
the H-2A program, and 2000–2010 for the H-2B
program.29 The measure of temporary foreign work
ers used here is the number of approved foreign
workers in a given state and year. These counts of
approved workers proxy for the ultimate number
of new temporary foreign workers in each state,
since data on actual temporary foreign worker
inflows by geographic area are not available.30

Instrumental Variables. A key concern regarding
state-level models like those estimated here is
whether the immigrant share is exogenous. If
immigration is positively related to economic con
ditions that also boost the native employment rate,
the estimated relationship between the immigrant
share and the native employment rate is upward
biased, or too positive. The standard method of
controlling for this endogeneity bias is to use a
variable that is well correlated with the endoge
nous variable (the immigrant share) but not related
to shocks to the outcome variable (the native
employment rate) as an instrumental variable for
the endogenous variable. 2SLS regressions then
capture the relationship between the exogenous
component of the immigrant share—the part that
is unrelated to economic conditions—and the
native employment rate.
This paper uses the number of immigrants in the
population as an instrument for the number of
immigrants in the workforce in tables 1–3. The firststage regressions are very strong.31 There is no
instrument available for the temporary foreign
worker OLS regressions reported in table 4
because, by definition, the number of temporary
foreign workers in the population equals the num
ber of foreign-born workers in the workforce.
Results. The native employment rate is weakly neg
atively related to the immigrant share during both
2000–2007 and 2000–2010, as shown in the top
row of table 1. A 10 percent increase in the immi
grant share is associated with a 0.02 percent
decrease during 2000–2007 and a 0.01 percent
decrease using 2000–2010 in the OLS specifica
tions. In the 2SLS specifications, a 10 percent
increase in the immigrant share is associated with a
0.08 percent decrease during 2000–2007 and a
0.13 percent decrease during 2000–2010. None of
the estimates are significantly different from zero.
As expected, the 2SLS results are more negative,
albeit not significantly so.
The other rows in table 1 report results from esti
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mating the model with various subgroups of immi
grants. The 2SLS results for immigrants with a
bachelor’s degree or higher indicate that a 10 per
cent increase in their share of the total workforce
is associated with a 0.03 percent increase in the
overall native employment rate during 2000–2007
and a 0.02 percent decrease during 2000–2010
(row 2). A 10 percent increase in the number of
immigrants with an advanced degree as a share of
the total workforce is associated with a 0.08 per
cent increase in the overall native employment rate
during 2000–2007 and a 0.03 percent increase dur
ing 2000–2010 (row 3). A 10 percent increase in
the number of foreign-born advanced degree
holders with a STEM occupation relative to all
workers is associated with a 0.03 percent increase
in the overall native employment rate during 2000–
2007 and a 0.02 percent increase during 2000–
2010 (row 4). In the main text, the 2SLS estimates
are evaluated at the national averages during
2000–2007.
Two interesting patterns emerge from table 1. First,
the results indicate that the employment effect of
immigration becomes more positive as immigrants’
education level increases. For example, the point
estimate for 2000–2007 is more than twice as large
for foreign-born advanced degree holders than for
all foreign-born college graduates.
Second, the results suggest more positive employ
ment effects during 2000–2007 than during 2000–
2010. There were sizable declines in US-born
employment rates in many states during the Great
Recession, which officially began in December 2007.
From 2008 to 2009, the US-born employment rate
fell by an average of 2.7 percentage points—from
64.4 percent to 61.7 percent—across states, for
example. The immigrant share of the population
aged sixteen to sixty-four actually increased, on
average, during that period. The economy therefore
had more immigrants to absorb even as the number
of jobs was falling. It is not surprising that the rela
tionship between the immigrant share and the native
employment rate is more positive during periods

of economic growth than during recessions.32
The results are generally similar if the immigrant
shares of bachelor’s degree or higher or advanced
degree holders are calculated relative only to sim
ilarly educated workers rather than relative to all
workers. Measuring the foreign born relative to
similarly educated workers rather than relative to
all workers is arguably better if immigrants prima
rily compete with similarly educated US natives for
jobs. But over one-fifth of foreign-born collegeeducated workers—and a slightly lower share of
college-educated US-born workers—hold unskilled
jobs.33 Measuring the size of various groups of
immigrants relative to all workers may therefore be
more appropriate. The results are similar regardless
of the measure used.
In general, the relationship between the immigrant
share and the overall native employment rate does
not appear to vary with whether immigrants are likely
to have received their highest degree in the United
States or abroad. The results in table 2 (for 2000–
2007) and table 3 (for 2000–2010) indicate few dif
ferences between the estimated coefficients for the
US-educated and foreign-educated variables. The
one exception is immigrants with advanced degrees
and in STEM occupations during 2000–2007. Here,
the share of US-educated immigrants is significantly
positively associated with the native employment
rate, while the share of foreign-educated immigrants
is not. However, the estimated coefficients are not
significantly different from each other within either
the OLS or the 2SLS specification.
The results are again similar if the immigrant shares
by likely place of education are calculated relative
to similarly educated workers rather than all work
ers. In results not shown here, the only notable dif
ference from the tables is that the foreign-educated
share with an advanced degree becomes statisti
cally significantly different from zero at the 10 per
cent level in the 2000–2010 data (but remains not
significantly different from the result for the USeducated share with an advanced degree).
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The results for temporary foreign workers, shown in
table 4, suggest positive employment effects. The
native employment rate is positively related to the
number of approved applications for H-1B workers
relative to the total number of workers. The estimate
indicates that a 10 percent increase in H-1B workers
is associated with a 0.11 percent increase in the
native employment rate. The native employment
rate is also positively related to the number of H-2B
workers, with a 10 percent increase in the share of H
2B workers associated with a 0.07 percent increase
in the native employment rate. The native employ
ment rate is not significantly related to the number
of H-2A workers in the five years of data available.
The regressions for temporary foreign workers
include all years of data available. Dropping the
years 2008–2010 from the H-1B data leaves only six
years of data (because the 2007 data are riddled
with errors); the estimated coefficient is a statisti
cally insignificant 0.005 for the period 2001–2006.
Dropping the years 2008–2010 from the H-2B data
gives an estimated coefficient of 0.006, which is sig
nificant at the 5 percent level.
Fiscal Impact. Data from the March 2010 CPS are
used to examine immigrants’ earnings, taxes, and
government transfers.34 The March CPS asks about
income from various sources during the previous
calendar year, including cash transfer programs like
welfare, unemployment insurance, and workers’
compensation, in addition to earned income, inter
est, dividends, and rental income. It includes the
market value of food stamps, school lunch, and
housing subsidies, and the fungible value of Med
icaid and Medicare.35 The Census Bureau creates
estimates of federal, state, and FICA taxes paid by
individuals. The estimates of federal taxes are net
of the earned income tax credit, child tax credit,
and one-time stimulus programs in effect for 2009.
Government transfers are reported here at the
family level, while employment, earnings, and
taxes are reported at the individual level. Census
estimates of FICA contributions are doubled to
account for the employer contribution.

The sample here is restricted to immigrants aged
twenty-five to sixty-four whose earnings are not
imputed. Immigrants below age twenty-five are not
included because younger people are more likely
to have not yet completed their education. The
sample includes people who report zero earnings.
Table 5 shows calculations for three groups: all immi
grants, immigrants with a bachelor’s degree but not
an advanced degree, and immigrants with an
advanced degree. Immigrants with a bachelor’s degree
account for 19 percent of immigrants, and those with
an advanced degree account for 11 percent.
Employment rates and average hours are higher
among immigrants with more education. Individual
earned income and tax payments also increase with
education. The Census Bureau estimates indicate
that immigrants with an advanced degree paid an
average of $22,554 in combined federal, state, and
FICA taxes in 2009, while immigrants with a bach
elor’s degree paid an average of $13,039. The aver
age among all immigrants, assuming complete tax
compliance, was $7,826. A foreign-born advanced
degree holder thus paid almost three times more in
taxes than the average foreign-born adult.
Turning to government transfers, the average adult
immigrant’s family received about $2,328 in benefits
from major cash transfer programs (welfare, unem
ployment insurance, workers’ compensation, Social
Security, Supplemental Security, and disability). Only
a small proportion of cash transfers are from the
means-tested cash welfare programs (for example,
Temporary Assistance for Needy Families) that are
often the focus of public debate. Unemployment
insurance was a large component of transfers, likely
because of the high unemployment rate in 2009.
The average family of an immigrant bachelor’s
degree holder received $2,236 from major cash trans
fer programs in 2009, and the average family of an
immigrant graduate degree holder received $1,358.
The value of in-kind benefits from major programs
(food stamps, Medicaid, Medicare, and school
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lunch) decreases with education as well. The aver
age value of in-kind benefits is $2,094 for all adult
immigrants’ families, versus $1,468 for families of
immigrants with a bachelor’s degree and $893 for
families of immigrants with an advanced degree.
Medicaid, the public health insurance program
whose main beneficiaries are low-income children
and their mothers, is the most important source of
in-kind benefits.
The data on earnings, taxes, and transfers pre
sented in table 5 are an incomplete snapshot of the
foreign born in 2009. They do not include all taxes
paid; sales taxes, local taxes, and property taxes
are omitted. They also do not include other costs of
services immigrants receive that are borne by the
general public. The most important of these is pub

TABLE 1

lic education for their children, most of whom are
US citizens by birth.
For simplicity, earnings and taxes are reported at
the individual level, while benefits are reported at
the family level. Many families contain both foreignand US-born adults and adults with different levels
of education.
These data yield partial equilibrium estimates of the
fiscal impact of any changes in immigration policy
because they do not incorporate any effects of
immigration on US natives’ or other immigrants’ tax
payments or transfers. Finally, as discussed in the
text, public policy should consider immigrants’ tax
payments net of government transfers over their
entire lifetime, not just at a point in time.

ESTIMATED EFFECT OF THE IMMIGRANT SHARE ON THE NATIVE EMPLOYMENT RATE
2000-2007

All foreign born

Bachelor’s degree or higher

Advanced degree

Advanced degree and in STEM occupation

2000-2010

OLS

2SLS

OLS

2SLS

-0.002

-0.008

-0.001

-0.013

(0.008)

(0.008)

(0.010)

(0.010)

0.008*

0.003

0.003

-0.002

(0.004)

(0.005)

(0.006)

(0.007)

0.011**

0.008*

0.005

0.003

(0.004)

(0.004)

(0.004)

(0.005)

0.004**

0.003*

0.002

0.002

(0.002)

(0.002)

(0.003)

(0.003)

NOTE: Significance levels are indicated as * p<0.1; ** p<0.05; *** p<0.01. Shown are estimated coefficients (standard errors) from regressions of the log
of the employment rate among US natives on the log of the number of employed immigrants in a given group relative to the total number employed in
that state and year. The immigrant employment share is instrumented using the immigrant population share. Each coefficient is from a separate regres
sion. Standard errors are robust and clustered on the state, and observations are weighted with the fraction of US natives in that state within each year.
The estimated coefficients give the percentage change in the native employment rate if the immigrant share increases by 1 percent.
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TABLE 2

ESTIMATED EFFECT OF THE IMMIGRANT SHARE ON THE NATIVE EMPLOYMENT RATE,
BY PLACE OF EDUCATION, 2000–2007
US

Bachelor’s degree or higher

Advanced degree

Advanced degree and in STEM occupation

Abroad

OLS

2SLS

OLS

2SLS

0.003

0.001

0.004

0.001

(0.003)

(0.004)

(0.003)

(0.003)

0.006**

0.005*

0.006**

0.005*

(0.003)

(0.003)

(0.003)

(0.003)

0.004*

0.0004

-0.0002

-0.001

(0.003)

(0.002)

(0.0025)

(0.002)

NOTE: Significance levels are indicated as * p<0.1; ** p<0.05; *** p<0.01. Shown are estimated coefficients (standard errors) from regressions of the
log of the employment rate among US natives on the log of the number of employed immigrants in a given group relative to the total number employed
in that state and year. The immigrant employment share is instrumented using the immigrant population share. Each pair of coefficients is from a sep
arate regression. Standard errors are robust and clustered on the state, and observations are weighted with the fraction of US natives in that state
within each year.
The estimated coefficients give the percentage change in the native employment rate if the immigrant share increases by 1 percent.

TABLE 3

ESTIMATED EFFECT OF THE IMMIGRANT SHARE ON THE NATIVE EMPLOYMENT RATE,
BY PLACE OF EDUCATION, 2000–2010
US

Bachelor’s degree or higher

Advanced degree

Advanced degree and in STEM occupation

Abroad

OLS

2SLS

OLS

2SLS

0.001

-0.001

0.002

-0.001

(0.004)

(0.004)

(0.003)

(0.004)

0.001

0.001

0.005

0.005

(0.003)

(0.003)

(0.003)

(0.004)

0.002

0.001

0.001

0.001

(0.003)

(0.003)

(0.002)

(0.002)

NOTE: Significance levels are indicated as * p<0.1; ** p<0.05; *** p<0.01. Shown are estimated coefficients (standard errors) from regressions of the
log of the employment rate among US natives on the log of the number of employed immigrants in a given group relative to the total number employed
in that state and year. The immigrant employment share is instrumented using the immigrant population share. Each pair of coefficients is from a sep
arate regression. Standard errors are robust and clustered on the state, and observations are weighted with the fraction of US natives in that state
within each year.
The estimated coefficients give the percentage change in the native employment rate if the immigrant share increases by 1 percent.

TABLE 4

ESTIMATED EFFECT OF TEMPORARY FOREIGN WORKER APPLICATIONS ON THE
NATIVE EMPLOYMENT RATE
OLS

H-1B applications, 2001–2010

0.011*

(0.006)

H-2A applications, 2006–2010

0.001

(0.004)

H-2B applications, 2000–2010

0.007**

(0.003)

NOTE: Significance levels are indicated as * p<0.1; ** p<0.05; *** p<0.01. Shown are estimated coefficients (standard errors) from regressions of the
log of the native employment rate in a state and year on the log of the number of approved temporary foreign workers relative to total employment.
Standard errors are robust and clustered on the state, and observations are weighted with the fraction of US natives in that state within each year.
The estimated coefficients give the percentage change in the native employment rate if the immigrant share increases by 1 percent.

TABLE 5

AVERAGE EARNINGS, TAXES, AND TRANSFERS AMONG THE FOREIGN BORN, 2009
All

Percent employed
Annual hours worked
Average annual earnings

Bachelor’s
Degree

Advanced
Degree

76

78

84

1,422

1,525

1,738

$28,945

$40,609

$72,414

Average value of taxes paid
$2,406

$5,160

$10,055

State taxes

$954

$1,596

$3,141

FICA taxes

$4,466

$6,283

$9,358

$86

$25

$24

$881

$801

$515

$88

$35

$1

Social Security

$950

$1,097

$715

Supplemental Security

$213

$173

$74

Disability

$110

$105

$29

$300

$75

$56

Medicaid

$1,111

$686

$459

Medicare

$516

$651

$343

School lunch

$167

$56

$35

Federal taxes

Average value of benefits received by family
Welfare
Unemployment insurance
Workers’ compensation

Average value of in-kind benefits received by family
Food stamps

NOTE: Calculations are for immigrants aged twenty-five to sixty-four using data from the March 2010 CPS. All values are for the previous calendar year.
Calculations include zero values. Individuals are weighted using final person weights.
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