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fied in equation (4) does not control for all the variables that
determine whether households in a particular national origin
group qualify for, apply for, and receive particular types of assis-
tance. To the extent that our regression does not control for all
the relevant variables, the probability that persons in a particu-
lar national origin group have received this type of assistance in
the past would then be correlated with these omitted variables.
As a result, the results reported in Table VIII may be simply an
artifact of omitted variable bias.

It is very difficult to assess the relative importance of omitted
variables in generating our results. We do not believe, however,
that omitted variable bias can explain the entire correlation.
After all, the regression specification already includes a measure
of the ethnic group’s propensity to participate in some welfare
program (j,), and controls for many of the key observables that
determine participation. To the extent that the national origin
group’s propensity to participate in some program captures many
of the unobserved factors that motivate households in some
groups to enroll in welfare programs, the regression isolates the
relative importance of networks in providing information about
specific programs. Moreover, the regressions also control for the
state’s provision of particular programs. Interestingly, the vari-
able giving the fraction of natives in the state who benefit from a
specific program has a sizable impact only for AFDC and Medic-
aid, the two programs in which states pay a large fraction of the
costs.?® If the grouped variables simply proxied for omitted fac-
tors, the state variable would likely be significant even for pro-
grams where the state plays little role in determining eligibility
and benefit levels. The empirical analysis, therefore, suggests
that networks which transmit information about welfare benefits
might indeed be operating within immigrant communities.

V. SUMMARY

This paper used data drawn from the Survey of Income and
Program Participation to analyze the trends in immigrant par-
ticipation for a variety of means-tested entitlement programs.

25. The federal government pays about 56 percent of the total costs of AFDC
and Medicaid, 79 percent of the costs of SSI, and over 90 percent of the costs of
the ot%ler programs listed in Table VIII; see U. S. Bureau of the Census [1992,
p. 3571.
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The empirical evidence provides a number of potentially im-
portant findings:

1. Immigrant households are much more likely to receive
some type of welfare benefit than native households. The data
indicate that 20.7 percent of immigrant households received ei-
ther cash benefits, Medicaid, vouchers, or housing subsidies as
compared with 14.1 percent of native households. This welfare
gap between immigrants and natives is much larger than the gap
suggested by earlier studies (which focus on cash benefits). More-
over, the welfare gap increased rapidly between the mid-1980s
and the early 1990s. Although much of the welfare gap can be
accounted for by differences in socioeconomic characteristics be-
tween the two populations, these variables explain only about a
third of the rapid growth observed in the past decade.

2. Immigrant households have more spells of welfare, and
these spells are longer. As a result, the typical immigrant house-
hold has a much higher propensity of being “permanently” on
welfare. The probability that an immigrant household receives
some type of benefit for at least 75 percent of the sample period
covered by the SIPP is 13.4 percent, as compared with 9.1 percent
for native households.

3. There are sizable cohort effects (with more recent cohorts
being more likely to receive welfare benefits) and assimilation ef-
fects (with a particular immigrant household being more likely
to receive benefits the longer the household has resided in the
United States). These effects are strongest for participation in
the Medicaid program.

4. The types of welfare benefits received by earlier immigrant
waves influence the types of welfare benefits received by newly
arrived immigrants. This correlation suggests that there might
be information networks operating within ethnic communities
which transmit information about the availability of particular
types of benefits to newly arrived immigrants.

Because of the potential implications of our results, it is im-
portant to stress the many limitations of the study. For example,
the short sample period in the SIPP panels (each household is
followed for only 32 months) precludes a full analysis of the dy-
namics of welfare dependency in immigrant and native house-
holds. Similarly, little is known about the long-run impact of
welfare dependency in the immigrant generation in terms of the
economic and social outcomes of second-generation Americans.
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Finally, we did not analyze the net economic impact of immigrant
welfare recipiency. Even though many accounting exercises pur-
port to calculate the fiscal costs and fiscal benefits of immigration
(i.e., compare welfare expenditures with taxes paid by immigrant
households), these calculations miss the point. The costs and
benefits of welfare, both among immigrants and natives, have lit-
tle to do with the “bottom line” of a ledger sheet. To assess the
net impact of the trends in immigrant welfare recipiency, we have
to account for the long-run benefits of such programs as subsi-
dized lunches to school-aged children or food vouchers to mothers
in terms of improving the nutrition and health of immigrant chil-
dren. At the same time, however, we have to determine whether
these programs reduce the work incentives of current immigrants
and change the nature of the immigrant flow by influencing the
migration decisions of potential migrants in the source countries.

HARVARD UNIVERSITY AND THE NATIONAL BUREAU OF EcONOMIC RESEARCH
MIicroONOMICS
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