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Despite America's immigrant heritage, immigration policy 
is one of the most controversial and emotional issues in 
American politics. Recent immigration attempts by 
Haitians and Chinese received wide media attention and 
rekindled the debate over American immigration policy. 

One of the most complicated areas in this c0.Qtentious 
subject is the economics of immigration. A number of 
issues arise, including the effect of immigrants on the 
wages of United States citizens. This article reviews the 
economic research and concludes that the effect of immi-
grants on the wages of native-born, or naturalized, U.S. 
citizens may be positive or negative, depending on the 
immigrants' individual characteristics. However, in the 
three studies presented, the magnitude of this effect is 
so small as to be irrelevant to policy. 

Traditionally, the American public viewed immigrants 
as a necessary source of labor for jobs that natives found 
undesirable. Immigrants were viewed as hard workers, 
striving to leam English and assimilate into the American 
culture. During the 19th and early 20th centuries, the 
developing industrial economy of the United States 
provided numerous jobs for both natives and immigrants. 
These jobs did not require the ability to speak English 
or a high level of education or skill. 

However, as the economy began shifting from manufactur
ing to service in the latter half of this century, job require
ments began shifting as well. The ability to speak English 
increased in importance, as did education and skill levels. 

In addition to the changes in job requirements, public 
opinion and political rhetoric have recently shifted away 
from viewing the United States as a haven for immigrants 
toward further restricting immigration on the theory that 
the United States has absorbed all the immigrants that 
can possibly be accommodated in this country (Sontag, 

36 

1992). George F. Will (1993) has noted two additional 
differences between immigration at the beginning and 
at the end of this century. First, Will believes that today, 
arriving immigrants join a welfare culture in this country, 
which lessens immigrants' desire to strive for excellence. 
Second, Will believes that the ,time-honored American 
ideal of immigrant assimilation has eroded. 

((The recessionary economy of the 
early 1990s reinforced the belief 
that immigrants lower the wages 

of u.s. workers. However, the 
evidence provided by economists 
in the 1980s demonstrates that 

these assumptions are unfounded." 

Such ideas, whether true or not, typify the current anti
immigrant mood in the United States. Set off against this 
impassioned policy debate is a set of statistics indicating 
that immigrants may not have a detrimental effect on the 
wages of u.s. workers. According to U.S. government 
data, real family incomes of workers in the bottom ftfth 
of the population increased from the 19305 until the 
1970s and then fell through much of the 1980s. Dunn 
(1992) suggests that undocumented immigration may be 
a large factor, among several, for this decline. The reces
sionary economy of the eady 1990s reinforced the belief 
that immigrants lower the wages of U.S. workers. How
ever, the evidence prOVided by economists in the 1980s 
demonstrates that these assumptions are unfounded. 
Alternative explanations, such as the changing nature of 
the U.s. and global economies, must be used to explain 
this trend of decreasing wages for low-income workers. 
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Studies, using a variety of analytical techniques, have 
been performed over the last two decades by a variety of 
economists. Bany Chiswick (1978) concluded, after con
trolling for socio-economic characteristics, that immigrants' 
wages are 3% higher than the wages of native-born work
ers. Kristin Butcher (1991) found that black immigrants 
receive higher wages than their native-born counterparts. 
Although these studies indicate that 1mm1grants have high-
er wages than native-born workers, they do not address 
the question of whether immigrants affect the wages of 
the native-born either pOSitively or negatively. 1he studies 
described below address that question directly. 

The three studies considered here examine whether immi
grants substitute for or complement native-born workers.' 
Each study is based on a series of mathematical relation
ships and assumptions. The mathematics examine the 
relationship between wages and the ethnic and socio
economic characteristics of the workers. Due to the 
complexity of the mathematics, the authors of the studies 
described limited their analyses to three worker types. 

~(Controlling immigration to 
protect American workers~ wages 

is a weak argument at best." 

The studies, by Baldwin Grossman, Borjas, and Rivera-
. Batiz and Sechzer, were selected for use here for their 
innovative approaches and their broad acceptance in 
the field of economics. Even though these studies use 
data derived over the last three decades, thelt results are 
considered authoritative by labor economists.1 In the 
first study, Jean Baldwin Grossman (1982) examined 
whether immigrants are substitutes for natives. Using 
the 1970 Census, County and City Data Bank and the 
National Origin and Language Subject Report for 19 
Standard Metropolitan Statistical Areas (SMSAs), she 
estimated a series of share equations (relationships 
between the proportion of a group's total income to 
that of society's total income and a set of explanatory 
variables).~ Specifically, she examined the substitutability 
and complementarity among native-born workers, immi-
grants and the children of immigrants.4 Her results are 
presented in Table I. 
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Table I - Baldwin Grossman's Results 

Table of Regression Coefftdents 

Coefficients 

Co~~t N ro m 
Sn 0.17 0.12 -0.09 

Equation Ss 0.25 ..0.09 0.01 

Sf 0.11 ..0.02 -.0,Ol 

Table of Hicks Partial Elasticities of Complementarity 
Increased Numbers of Group 

Wage of 
Group 

N 

SG 

FN 

N Sg PN 

-0.95 -1.17 ..0.50 

-1.17 -0.52 ·0.69 
..0.50 ..0.69 4.73 

..0.02 

~O.O1 

0.04 

Baldwin Gr<?SSman found that both immigrants and their 
children (second-generation) are substitutes for native-born 
workers.s A 1% increase in the population due to immigra-
tion reduced native-born workers' wages by 05%, second
generation workers' wages by 1.17%, and reduced the 
wages of other immigrants by 4.73%. Baldwin Grossman 
also found that second-generation individuals affected the 
wages of native-bom workers more than did immigrants. 
The study showed that immigrants decreased wages for 
second-generation workers as well These last two findings 
are probably due to the greater assimilation of second
generation workers than their parents. The second-genera
tion workers grew up in the same environment as their 
native-born counteIpartS and, therefore, share a common 
background and culture. Since second-generation workers' 
parents are immigrants, they may be unaware or unable 
to take advantage of the same opportunities presented to 
native-born individuals. However, even though immigrants 
are substitutes for nativeS, Baldwin Grossman found their 
effect on wages was small. 

George Borjas (1983) used the 1976 Survey of Income 
and Education, which includes native·bom and immi· 
grant males ages 18 to 64 who reported positive earnings 
in 1975, to examine the effects on wages of increased 
numbers of white, black and Hispanic workers. Borjas 
estimated coefficients for a series of share equations to 
examine the substitutability of these groups while 
controlling for a number of personal characteristics, in-
cluding whether an individUal was an inunlgrant and, if 
so, how long ago this individual immigrated.6 Other 
personal characteristics include education, work experi
ence, veteran status, whether the indiVidual rt::;idcd in 
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an SMSA; whether the individual was married, divorced, 
or separated; and whether the individual's work ability 
was limited for health reasons. 

Table IT - Borjas Model 

Unconstrained Regression Coefficients 

Black 
Wage 

Education -0.2716 
(-9.12) 

Experience -0.1643 
(7.86) 

Experience Squared -0.0024 
(-5.80) 

Veteran -0.0208 
(-0.13) 

Standard Metropolitan 0.6682 
Statistical Area <3.93) 

Married 0.3047 
(1.50) 

Separated -0.1288 
(-0.49) 

Health -0.4600 
(1.92) 

Immigration 

Years Since Migration 

(PhlPbY.5 0.0240 
(0.15) 

(pw/Pb)~.5 0.0074 
(0.15) 

(Pb/Ph)~.5 

(pw/PhY.5 . 
(pb/Pw)".5 

(PhlPwY.5 

Constant -0.2079 
(-0.55) 

R-Squared 0.Q75 

Observations 3890 

(t-statistics in parenthesis) 

Hispanic 
Wage 

0.1810 
0.74) 

0.1373 
(}.07) 

-0.0020 
(-5.17) 

0.2606 
(1.56) 

02362 
(1.53) 

0.4003 
(2.04) 

0.6916 
(2.25) 

0.3332 
(1.29) 

-1.0470 
<3.94) 

0.0596 
(4.63) 

0.1462 
(1.74) 

0.0431 
(1.73) 

1.0363 
(1.74) 

0.139 

3089 

White 
Wage 

0.3822 
(14.76) 

-0.1924 
(10.09) 

-0.0029 
(-7.48) 

0.1544 
(1.13) 

0.6792 
(4.84) 

0.5411 
(2.94) 

0.3831 
(1.28) 

-0.2118 
(-1.00) 

1.1716 
<3.23) 

0.0258 
(0.06) 

-1.9118 
(-4.22) 

0.206 

3844 

Table II shows the results from Borjas' unconstrained re-
gression analysiS. These results indicate that black work
ers were the only group whose wages decreased as a 
result of increased education. being a veteran and being 
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divorced or separated. Borjas also found that black work
ers' wages increased at statistically insignificant levels as 
the proportion of blacks in the work force decreased. 
Hispanics were the only group whose wages increased 
despite health limitations on their ability to work. Then 
Borjas specifically examined Hispanic immigrant workers. 
After all other effects were held constant, Borjas found 
that Hispanic immigrant workers received $1.04 per hour 
less than all other groups. However, after 18 years of as
similation experience, the wages of Hispanic immigrants 
reached parity with those of native Hispanic workers. 

or particular interest in Table II are the coefficients for 
the relative proportions of each group (pi/pj). In every 
case the coefficients are positive, indicating that the im-
migrant groups were complements, not substitutes. In 
other words, immigrants in the work force increased the 
wages of white, black and Hispanic Americans. 

Thble ill - Borj~ Model 

Table of Regression Coefficients 

Whites 

Sw 5.7226 

Equation Sb 0.0083 

Sh 0.0497 

Coefficients 

Blacks 

0.0083 

4.8281 

0.1099 

Table of Partial Elasticities of Complementarity 

Hispanics 

0.0497 

0.1099 

4.3587 

Increased Numbers of Group 

Whites 
Wage of Blacks 
Group 

HispaniCS 

Whites Blacks Hispanics 

-0.0010 0.026 0.0234 

0.0026 -0.0742 0.1579 

0.0234 0.1579 -0.6346 

Table m shows Borjas' elasticity fmdings. These results 
support the belief that whites, blacks, and Hispanics all 
complement each other. An increase in the supply of 
workers from one group increased the wages of workers 
in the other two groups while decreasing the wages of 
workers in that same group. 

Francisco Rivera-Batiz and Selig Sechzer (1991) used anoth
er approach to determine the effects of immigration on 
the wages of natives. Their data on males ages 16 to 64 
was taken from the 1980 Census. Unlike the previous two 
studies, this one included both rural and urban areas. 
The Rivera.-Batiz-Sechzer model examined the relationship 
between an individual's wages and his level of skill, experi
ence and education. This information was then used to 
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calculate the elasticities of complementarity (see Table IV), 

which in tum were used to detennine the effect of various 
immigrant groups on various native-born groups. 

Table IV - Rivera-Batiz Sechzer Model 

Table of Regression Coefficients 

Coefficients 

Su 0.0325 -0.0538 

Equation Se -0.0538 0.1510 

Sx 0.213 -0.0972 

Table of Allan Partial Elasticities of Complementarity 

Wages of Group 

0.0213 

-0.0972 

0.0759 

U E X 

Increased U -1.0366 1.0118 0.0247 

Numbers E 0.5799 -1.5642 0.9843 
of Group X 

0.0167 1.1577 1.1744 

For example, Riv~ra-Batiz and Sechzer found that if the 
U,S. population were to increase by 1% due to the 
i1l'l.migration of educated, unskilled workers with no ex
perience, the wages of U.S. unskilled workers with no 
education and no experience would increase by 058%, 
and the wages of experienced, unskilled workers with no 
education would increase by 0.98%. 

Appendix 1 shows a detailed analysis of how various im
migrant groups affected the wages of various native-born 
worker groups. Rivera-Batiz and Sechzer found that a 1% 
increase in the U.S. population due to the immigration of 
Latin Americans reduced the wages of white native-born 
workers by 0.03% and native-born blacks by 0.06%. Nev
ertheless, following the same level of Latin American im
migration, wages of native-born Vietnamese increased by 
0.02% and professional and technical workers of all eth
nicities increased by 0.003%. 
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The results of these studies support several generaliza
tions about the effects of different immigrant groups on 
domestic wages. Asian immigrants tended to raise the 
wage levels of most native-born groups, except for na
tive-born workers of Asian descent. On the other hand, 
European immigrants tended to depress the wages of all 
native-born groups, except those of Asian descent. 
Appendix 1 and Appendix 2 show that an immigrant's 
effect on wages depends in part on his and the native's 
skill levels, education, and experience. The closer the 
immigrant's proftle matches that of the native group 
with which he is compared, the more likely he will be a 
substitute for native labor. Thus, similar individuals 
competing for similar types of work will have a greater 
effect on wages than different kinds of people competing 
for different types of work. On the other hand, an immi-
grant whose education level is higher than that of native 
groups will increase the wages for natives. 

Perhaps more important than the effects mentioned above 
is the magnitude of these effects. In all cases, the impact 
of immigrants on the wages of native-born workers is 
negligible. A 1% increase in the U.S. population resulting 
from immigration from Latin America (approximately 
2,000 people) will lower the hourly wage of the average 
U.S. worker by 0.03% - a mere fraction of a cent. Even 
the largest negative effect on wages, Mexican immigrants 
on Mexican-Americans, is small- less than 1%. 

Each of the models presented used different techniques 
and arrived at different conclusions regarding the effect 
of immigrants on the wages of native-born or naturalized 
workers in the United States? A pOint, of greater impor
tance to the policy-maker, however, is that the size of 
this effect is small in all three cases. Each of these studies 
indicates that controlling immigration to protect American 
workers' wages is a weak argument at best. The debate 
over immigration policy should not be focused on 
whether immigrants affect the wages of U.S. workers but 
rather on other political concerns. * 
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Appenclix 1 - Matrix of Intergroup Elasticities of Complementarity 

Increased Number of Group 

Native Group Lat. American Asian European U.S.S.R. 1940-70 1970-80 Mexican C. American Caribbean 
White -0.0317 0.0152 -0.0176 -0.0113 -0.0485 -0.0117 -0.0513 -0.0105 -0.0464 
Black -0.0603 0.0285 -0.0335 -0.0211 -0.0912 -0.0223 -0.0973 -0.0201 -0.0872 
All Native born -0.0403 0.0157 -0.0216 -0.0111 -0.0534 -0.0159 -0.0624 -0.0143 -0.0513 
Mexican -0.0656 0.0232 -0.0345 -0.0160 -0.0816 -0.0266 -0.0997 -0.0238. -0.0785 
Puerto Rican -0.0638 0.0238 -0.0339 -0.0166 -0.0821 -0.0255 -0.0980 -0.0229 -0.0790 
Cuban -0.0238 0.0152 -0.0141 -0.0118 -0.0447 -0.0076 -0.0414 -0.0069 -0.0426 
Other Hispanic -0.0247 0.0058 -0.0123 -0.0034 -0.0242 -0.0109 -0.0352 -0.0097 -0.0235 
Japanese -0.0244 0.0136 -0.0140 -0.0104 -0.0415 -0.0084 -0.0410 -0.0076 -0.0396 
Chinese 0.0031 -0.0032 0.0021 0.0026 0.0085 0.0006 0.0063 0.0006 0.0080 

Wage Filipino -0.0191 0.0082 -0.0104 -0.0060 -0.0271 -0.0073 -0.0302 -0.0066 -0.0260 
of Korean -0.0122 0.0049 -0.0066 -0.0035 -0.0165 -0.0048 -0.0190 -0.0043 -0.0158 

Group Indian 0.0961 -0.0521 0.0549 0.0395 0.1600 0.0336 0.1601 0.0303 0.1529 
Vietnamese 0.0195 -0.0200 0.0134 0.0164 0.0535 0.0040 0.0398 0.0037 0.0506 
Other Asian 0.0153 -0.0120 0.0096 0.0096 0.0338 0.0042 0.0283 0.0038 0.0321 
Professional and 

Technical 0.0030 0.0000 0.0013 -0.0002 0.0014 0.0015 0.0037 0.0013 0.0015 
SeIVice and 

Farmworkers -0.0390 0.0180 -0.0215 -0.0133 -0.0580 -0.0146 -0.0625 -0.0131 -0.0555 
Craftsmen and 

Operators -0.0599 0.0275 -0.0331 -0.0202 -0.0888 -0.0224 -0.0959 -0.0201 -0.0850 
Pure Unskilled -0.3475 -0.0124 -0.1506 0.0358 -0.1296 -0.1813 -0.4231 -0.1613 -0.1341 
Pure Education 05123 -0.1937 0.2727 0.1359 0.6656 0.2041 0.7883 0.1830 0.6398 
Pure Experience -0.3683 0.2362 -0.2193 -0.1840 -0.6955 -0.1178 -0.6420 -0.1065 -0.6621 

Appenclix 2 - Skill Inventory of Immigrant and Native-Bom Target Groups 

Average Years Average Years Average Years Average Years 
of Education of Experience of Education of Experience 

Immigrant Groups Native Groups 
Latin American 10.95 14.69 White 15.15 1650 
Asian 1655 11.92 Black 13.67 1754 
European 14.17 15.64 All Native born 13.82 15.23 
U.S.S.R. 17.18 17.87 Mexican 11.78 14.44 
Central American 14.03 14.Q7 Puerto Rican 12.12 14.91 
Mexican 9.65 17.03 Cuban 16.64 17.97 
Caribbean 14.28 21.42 Other Hispanic 13.97 13.66 
1970-80 13.71 13.93 Japanese 16.03 17.04 
Before 1970 14.35 21.90 Chinese 16.32 14.19 

Filipino 15.48 15.97 
Korean 15.80 15.18 
Indian 19.30 8.67 
Vietnamese 14.78 10.35 
Other Asian 16.05 17.97 
Professional and 

Technical 17.24 1555 
SeIVice and 

Farmworkers 14.61 16.48 
Craftsmen and 

Operators 1351 17.16 
U.S. Average 15.00 16.48 
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Notes 

t I thank Philip Bransford for his assistance and editorial com
ments. I am also grateful to Stephanie Marandas and Tom Ful
ham for their research assistance. 

1 Two groups are considered complements if, as one group 
increases in number, the wage (or income) of the other group 
increases. The groups are substitutes if the wages (or income) 
of one group decreases when the numbers of another group 
increases. 

2 Equally comprehensive data from the 1990 U.S. Census is not 
yet available for analysis at this time. 

3 Baldwin Grossman estimates the coefficients for the following 
equation: 

Sj=al+YfnLn(N) + YlsLn(SG) + 'YifLn(FN) i=n, s, f 

where SI is the share of group i's income and N, SG and FN are 
the number of natives, second-generation and ftrst-generation 
workers, respectively. 

4 Baldwin Grossman used the Hicks elasticity of complemen
tarity (Clj) - the proportional change in the relative wage of 
one group (I) given a proportional change in another group (j) 
- in her analysis (Hammermesh, 1986). Two groups are said 
to be substitutes if Cij<O and are complements if Cij>O. 

Bibliography 

Borjas, George J., "The Substitutability of Black, Hispanic and 
\Vhite Labor," EconomjcInquiry, 211983, pp. 93-106. 

Boyer, Lawrence G., "Wage Effects of U.S. Immigration," 
Masters Thesis, Department of Economics, Rutgers, The State 
University of New Jersey, May 1993. 

Butcher, Kristin P., "Black Immigrants to the United States: 
A Comparison with native Blacks and Other Immigrants," 
Princeton University Working Paper Series #268, Industrial 
Relations Section, Revised November 1991. 

Chlswick, Barry R., "The Effect of Americanization on the 
Earnings of Foreign-born Men," Journal of Political Economy, 
86, 1978, pp. 897-921. 

Dunn, Robert M., "Higher Pay for low-Wage Earners? Get Tough 
With illegal Immigration," Washington Post, Section A, p. 21. 

Grossman, Jean Baldwin, "The Substitutability of Natives and 
Immigrants in Production," Review of Economics and 
Statistics, 64, 1982, pp. 596-603. 

GW Policy Perspectives 1994 

5 For this study, Baldwin Grossman considered the children of 
immigrants a separate group (second-generation), even though 
they are native to the United States. Consequently, natives were 
defmed as being at least third-generation residents of the Unit
ed States. 

6 The equations Borjas estimates are: 

rj=XjCXj + Yu+ 'Yilp!pj)1/2 + 'Ylk(pwPj)1I2 

where i, j, k are whites, blacks, and Hispanics, r is the wage 
rate, ::x: is a set of personal characteristics, and p is the propor
tion of that group in the working age population. 

7 Boyer (1993) showed that applying the different analytical 
techniques described here to the same data set yields conflict
ing results regarding the substitutability and complementarity 
of native-born and immigrant workers. He confumed, in all 
cases, that the effect of immigrants on the wages of native-born 
workers was negligible. 

Hammermesh, Daniel S., "The Demand for Labor in the Long 
Run," in O. Ashenfelter and Layard, eds., Handbook of Labor 
Economics. Volume 1, 1986, pp. 429-471. 

Rivera-Batiz, Franeisco, and Selig 1. Sechzer, "Substitution and 
Complementarity Between Immigrant and Native Labor in 
the United States," in Francisco L. Rivera-Batiz, Selig L. 
Sechzer and Ira N. Gang, eds., u.s. Immigration Reform in 
the 1980's, Westport Ct: Praeger, 1991, pp. 89-116. 

Sontag, Deborah, "The Nation: Calls to Restrict Immigration 
Come From Many Quarters," New York Times, December 13, 
1992, Section 4, p. 5. 

Will, George F., "Closing the Golden Door," WashfngtonPost, 
July 29, 1993, Section A, p. 25. * 

41 


	1085-7087_0001_001_0000041
	1085-7087_0001_001_0000042
	1085-7087_0001_001_0000043
	1085-7087_0001_001_0000044
	1085-7087_0001_001_0000045
	1085-7087_0001_001_0000046

