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This paper reexamines the empirical basis for two “facts” that seem
to be found in most cross-section studies of immigrant earnings: (1)
the earnings of immigrants grow rapidly as they assimilate into the
United States; and (2) this rapid growth leads to many immigrants’
overtaking the earnings of the natives within 10-15 years after
immigration. Using the 1970 and 1980 U.S. censuses, this paper
studies the earnings growth experienced by speciﬁc immigrant
cohorts during the period 1970-80. It is found that within-cohort
growth is significantly smaller than the growth predicted by cross-
section regressions for most immigrant groups. This differential is
consistent with the hypothesis that there has been a secular decline
in the “quality” of immigrants admitted to the United States.

I. Introduction

The question how immigrants do in the U.S. labor market has again
become an important policy issue, mainly because of the rapid increase
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in immigration rates during the postwar period. The work of Chiswick
(1978, 1980) has been extremely influential in the development of the
current consensus that immigrants adapt quite rapidly and quite well to
the US. labor market. The two fundamental results in Chiswick’s
research are that in a cross section of immigrant men (1) the earnings of
recently arrived immigrants are significantly lower than the earnings of
immigrants who have been in this country for longer periods, and (2)
the relatively rapid growth of immigrant earnings over time leads to the
existence of an overtaking age, at which point the earnings profiles of
the native and the foreign-born cross. This creates the remarkable finding
that for most immigrant groups at later stages of the life cycle, immigrant
earnings exceed the earnings of the U.S.-born persons. In Chiswick’s
(1978) study, the overtaking point was estimated to be around 10-15
years after immigration.

These findings appeal to labor economists because the human capital
framework can be easily invoked to explain the empirical regularities.
In particular, persons immigrating to the United States for “economic”
reasons have strong incentives to devote a large fraction of their effort
to the process of accumulating United States-specific human capital
skills." This investment process explains the relatively rapid rates of
growth in immigrant earnings observed in cross sections and, combined
with assumptions about how the immigration decision leads to a
relatively select group of immigrants, also explains the existence of the
overtaking age.

A large literature developed after the appearance of Chiswick’s study.
This literature borrows both the theoretical framework and the empirical
methodology of Chiswick’s original work. The studies in Carliner (1980),
DeFreitas (1980), Long (1980), Borjas (1982), Borjas and Tienda (1985),
and others essentially expand the literature by analyzing both male and
female immigrants, studying alternative data sets (such as the 1976
Survey of Income and Education), and focusing on specific immigrant
populations (e.g., Hispanics or Asians). These various studies tend to
confirm the robustness of the results in cross-section analyses of the
problem, and their cumulative impact has led to the current conventional
wisdom that after 10-15 years immigrants do extremely well in the U.S.
labor market.

The analysis presented in this paper questions the empirical validity
of this conclusion. Using the 1970 and 1980 Public Use Samples from
the U.S. census, the analysis shows that the cross-section regressions
commonly used in the literature confound the true assimilation impact
with possible quality differentials among immigrant cohorts. The empirical

' This argument can also be made for the so-called noneconomic immigrants
(e.g., political refugees) (see Borjas 1982).
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analysis below shows that the study of earnings within immigrant coborts
leads to a very different picture of the rate of assimilation of immigrants
into the U.S. labor market. Instead of the rapid growth found by the
cross-section studies, the cohort analysis predicts relatively slow rates of
earnings growth for most immigrant groups. The direct comparison of
immigrant cohorts in the 1970 and 1980 census data shows that the
strong assimilation rates measured in the cross section may be partly
due to a precipitous decline in the “quality” of immigrants admitted to
this country since 1950. Thus the positive impact of the years-since-
migration variable in cross-section earnings equations captures both the
higher quality of earlier immigrant cohorts as well as the increase in
United States-specific capital hypothesized in the literature. Finally, the
cohort analysis indicates that, for most immigrant groups, the overtaking
point takes place much later in the life cycle (if at all) than the point
predicted by the cross-section regression.?

Section II of the paper presents the conceptual framework allowing
the identification of the assimilation and cohort effects in census data.
This methodology is applied in Section III to the study of immigrant
earnings and in Section IV to the study of the earnings of immigrants
relative to the earnings of natives. Finally, Section V summarizes the
results of the study.

II. Framework

The economic analysis of how immigrant earnings respond to the
assimilation process is commonly based on the results obtained from the
following cross-section model:

In w; = X,;\, + Bt,‘ + g, (1)

? Although the cohort analysis of earnings conducted in this paper is not
available in the literature, a few previous studies have addressed issues related to
those discussed below. For example, Chiswick (1980, App. D) has analyzed the
earnings growth of the small sample of immigrants available in the Mature Men
National Longitudinal Survey. Similarly, both Chiswick (1980, chap. 10) and
DeFreitas (1981) have used the 1965 and 1970 occupation variables available in
the 1970 census to study the extent of occupational mobility in immigrant
samples. The results of these studies, however, do not provide a consensus on
whether longitudinal data lead to different results from cross-section data. In the
studies of occupational mobility, e.g., Chiswick finds relatively higher rates of
upward mobility as immigrants assimilate in the labor market, while DeFreitas,
in his analysis of black men, finds either no difference between the native and
the foreign-born or slower rates of upward mobility for the foreign-born. In
addition, the study of the longitudinal National Chicano Survey by Snipp and
Tienda (1984) finds no evidence that Mexican immigrants experience relatively
more upward occupational mobility than Mexican Americans born in this
country.
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where w; is the wage rate of immigrant 4 X, is a vector of his
socioeconomic characteristics (e.g., years of completed schooling, years
of labor market experience, etc.); and #; measures how long immigrant 7
has been in the United States.’

Since total labor market experience (i.e., Age — Education —:6) is
usually included as one of the regressors in (1), the coefficient B measures
the differential value placed by the U.S. labor market between U.S.
experience and foreign experience. As was noted in the introduction,
one of the most important findings of the cross-section literature is that
B is significantly positive. Thus the U.S. labor market rewards U.S.
experience at a higher rate than it rewards foreign experience. The
economic interpretation of this finding is usually couched in terms of
human capital. When immigrants first arrive in the United States they
lack United States-specific human capital, which results in relatively low
earnings on entrance to the labor market. In order for the costs of
immigration to be recouped, the immigrant rapidly begins an investment
path with high levels of investment costs. These high levels of human
capital investment further depress the current earnings of recent immi-
grants but guarantee high rates of growth in earnings as the immigrants
“assimilate” into the U.S. labor market. Thus the positive and significant
B obtained in cross-section estimates of equation (1) captures how
earnings grow with the assimilation process.

The fallacy in this interpretation lies with its use of a cross-section
regression model to explain a dynamic series of events. There are (at
least) two obvious factors that can bias cross-section estimates of B and
raise serious doubts about the conclusion that the earnings of immigrants
rise rapidly as they assimilate. The first of these problems (and one
about which little can be done with data currently available) arises from
the fact that many immigrants eventually return to their country of
origin. Piore (1979), for example, estimates that over 30% of the
immigrants admitted into the United States in the early 1900s emigrated
back to their country of origin. Similarly, Warren and Peck (1980), using
the 1960 and 1970 census, estimate that 18% of immigrants admitted to
the United States between 1960 and 1970 had emigrated by 1970. Since
the incidence of emigration is not likely to be a random process in the
immigrant population, potentially serious selection biases can affect the
cross-section estimate of B. For example, if immigrants who do not do
well in the United States are more likely to emigrate, the coefficient f8
will be biased upward, since earlier cohorts of immigrants will have

*In some studies, ¢ is defined as a vector of variables indicating the time
period in which the immigrant arrived rather than a continuous variable
measuring years since migration. The simpler specification is used in the
discussion to focus attention on the substantive problems introduced by cross-
section data.
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been self-selected to include only the most successful immigrants, while
the recent cohorts contain a more representative selection of the immigrant
pool. Unfortunately, despite the potential importance of this problem,
the complete lack of emigration data for the United States implies that
any analysis of this issue (even the simple counting of how many
emigrants there are) requires the making of many unverifiable statistical
and institutional assumptions.*

The second problem with the dynamic interpretation of the cross-
section coefficient P is its implicit assumption that, to abstract from the
emigration problem, the average “quality” of successive cohorts of
immigrants is not changing over time. This stationarity assumption
permits the inference that since the cross-section regression indicates
that a recently arrived immigrant earns (10B)- 100% less than one who
arrived 10 years earlier, it follows that the earnings of recently arrived
immigrants will increase by (10B) - 100% in the next decade (net of aging
effects).

Note that the direction of the bias if the stationarity assumption is
not empirically valid depends on the secular trend in the quality of the
immigrant cohorts admitted to the United States. If, for example,
institutional changes in immigration policies or political disturbances in
sending countries lead to higher quality immigration, the cross-section
estimate of B would be downwardly biased. If, on the other hand, the
shift from occupational to family preferences mandated by the 1965
Immigration and Nationality Act and the increase in unscreened illegal
immigrants has lowered the average quality of immigrant cohorts, the
cross-section estimate of B would be upwardly biased and the impact of
the assimilation process on the earnings of immigrants would be
overestimated.

It is likely that the rapid increase in immigration rates since 1950 has
violated the stringent requirements imposed by the stationarity assumption
in cross-section studies. Thus the estimates of equation (1) are likely to
suffer from serious biases. To derive a general framework for comparing
the cross-section results with the findings obtained from within-cohort
analyses, consider the group of immigrants ages 18-54 in 1970. Using
the 1970 census, it is convenient to partition this group into four cohorts:
arrivals in 1965-69, arrivals in 1960-64, arrivals in 1950-59, and immi-
grants who arrived prior to 1950. Consider next the group of immigrants
ages 28-64 in the 1980 census. The 1980 census data allows the

* A simple calculation of the magnitude of the bias could, in principle, be
based on the fact that some immigrants (e.g., political refugees) have no possibility
of return migration, while other immigrants (e.g., Mexicans) face low return
costs due to geographic circumstances. This kind of solution, however, would
have to take into account the differences in observable (and unobservable) quality
indices among the national groups.



