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Educational Attainment in New Jersey
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Age

Immigrants are attracted by the dynamic New Jersey economy. Most come to New Jersey to build better
lives for themselves and their families, primarily through work. As a result, the foreign-born population is
more likely to be of working age than the U.S.-born. It should not be surprising then, that the foreign born
make up an even larger share of the labor force than of the population at large.
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Unemployment

Immigrants and the native born have the same unemployment rates. In 2006, the unemployment rate
among prime working-age adults (age 25-64) was 3.9 percent for both immigrants and natives in New
Jersey. Unemployment rates for both groups are likely to rise in any contraction.

The New Jersey Workforce

With a full 28 percent of the workforce in New Jersey born overseas, an even larger share of the
workforce than of the population overall, it is impossible to imagine the New Jersey economy without its
foreign-born workers.

Fraction of the Labor Force, Ages 25-64
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Notes: Authors’ calculations from 2006 American Community Survey.

While immigrants work in every segment of the economy, those with lower levels of education and skill
tend to cluster in occupations characterized by poor working conditions, low pay and benefits, and limited
health and safety regulations." Undocumented workers may be particularly vulnerable to violations of
safety and labor laws. According to a recent report by the ACLU of New Jersey, workers who lack proper
legal documents have proven reluctant to report wage and hour and safety violations for fear of
deportation."

Whether their skills put them at the high or low end of the distribution, immigrants hold more than 40
percent of all jobs in a range of critical occupations. The following table highlights some of these, with
average earnings reported in parentheses:
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Immigrant Workers Hold 40 Percent
(or more) of the Jobs in Many Occupations

Low Earnings: High Earnings:

Housekeepers ($19,000) Computer scientists ($75,000)
Food preparation occupations ($20,000) Chemists ($76,000)

Hand packers and packagers ($21,000) Computer programmers ($85,000)
Nursing aides, orderlies, and attendants ($24,000) Physicians ($179,000)

Cashiers ($26,000)

Groundskeepers and gardeners ($27,000)
Janitors and cleaners ($28,000)

Cooks ($29,000)

Taxicab drivers ($33,000)

Machine operators ($33,000)
Construction laborers ($36,000)

Notes: Authors’ calculations from 2006 American Community Survey.
Earnings rounded to the nearest $1,000.

On average, immigrants earn less than native-born workers. The middle of the earning distribution is
called the 50™ percentile. It is the point at which half a population earns more, and half earns less. Among
native-born workers in New Jersey, the middle of the earnings distribution is about $48,000. The middle
of the foreign-born earnings distribution is about $35,000, or more than $10,000 lower. This same pattern
holds at other points along the earnings distribution, where natives consistently earn more than their
foreign-born counterparts.

New Jersey’s Foreign-Born Workers Earn Less

U.S. born Foreign born
25" percentile $30,200 $20,100
50" percentile $48,300 $35,200
75" percentile $75,500 $60,400

Notes: Authors’ calculations from 2006 American Community Survey.
Earnings are rounded to nearest 100. Earnings calculated for those ages 25-64.

Public Assistance

Across the age and earnings spectrum, immigrants also rely substantially less than their native
counterparts on government transfer programs such as Social Security, Temporary Assistance to Needy
Families (TANF), and Supplemental Security Income (SSI). This is true even when restricting attention to
those with lower levels of education. Immigrants’ low reliance on transfer programs is partially a function
of federal entitlement law. Since 1996 new immigrants have been prohibited from accessing Medicaid,
TANF, SSI and food stamps, among other entitlements.
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NJ's Immigrants are Less Likely to Receive Government
Assistance
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Incarceration

Criminality is yet another dimension on which immigrants impose fewer costs than other New Jersey
residents. Across all sectors, criminality is much higher for men than for women, and much higher for
young adults than for the elderly. Therefore, studies adjust for these characteristics when analyzing
criminal justice outcomes. The graph below features men aged 18-39, and compares the proportion of
foreign born in the general population to those in institutions. (Ninety percent of those in institutions are
in prisons or jails).

Although 1 in 4 New Jersey men aged 18 to 24 is foreign-born, only 4 out of every 100 men in prison are
immigrants. Even immigrant non-citizens (a larger share of whom are undocumented than the foreign
born overall), are a much smaller share of the institutionalized population than of the general population.

N.J.'s Immigrants (Both Citizens and Non-Citizens)

are Less Likely to be Incarecerated than the U.S. Born
30
25
20
15 1
10 1

5 |

O .

Foreign Born Noncitizen
B General Population O Institutionalized ‘
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Immigration Status

Naturalization is the process by which the foreign born become citizens of the United States. To
naturalize, one must be 18 years old, a legal permanent resident (LPR) and in most cases have had five
years of continuous U.S. residency. For a variety of reasons, completing the process of naturalization
takes time. Since 1965 the median number of years in LPR status before citizenship has varied from seven
to ten, with a maximum of ten years in 2000. Since then, the lag has been reduced. In 2007, the median
time was eight years.""

Naturalization

The Office of Immigration Statistics in the Department of Homeland Security calculates national
naturalization rates. The graph below represents the share of each cohort that has naturalized within ten
years of obtaining LPR status. They illustrate that more recent cohorts of immigrants have achieved
higher rates of citizenship more quickly than did earlier cohorts."
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Census data track cumulative naturalization rates for New Jersey. They show that, among foreign-born
New Jersey residents who arrived before 1980, 86 percent have become citizens.

Over Time, New Jersey’s Immigrants Become U.S.
Citizens
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Unauthorized Immigrants

As immigration to New Jersey has increased, so has the number of undocumented immigrants who make
their homes in the state. But data related to the number or characteristics of unauthorized immigrants is
notoriously hard to gather. Census questionnaires only ask about citizenship status and nation of birth.
Other smaller-scale estimates focus on different states or rely on cross-referencing information from
multiple sources.

For the moment, the best New Jersey data come from the Office of Immigration Statistics in the
Department of Homeland Security. Nationwide, the number of unauthorized immigrants in the United
States is estimated to have increased by 39 percent since 2000, from about 8.5 million in 2000 to 11.8
million by January 2007. Over this period, according to these data, the population of unauthorized
immigrants in New Jersey has grown somewhat more slowly, by 32 percent, from 350,000 to 470,000.

State of Residence of the Unauthorized Immigrant Population:
January 2007 and 2000

Estimated population in January Percent change
State of Residence 2007 2000 2000 to 2007
All states 11,780,000 8,460,000 39
California 2,780,000 2,510,000 13
Texas 1,710,000 1,090,000 57
New York 640,000 540,000 19
New Jersey 470,000 350,000 32

Detail may not sum to totals because of rounding. Source: U.S. Department of Homeland Security.

For policymaking purposes, it would be terribly useful to know the relative numbers of authorized and
unauthorized immigrants. But even if such a figure were knowable, it would be of only limited use.
Unlike most other characteristics, immigration status is fluid and changeable. Immigrants frequently
change status after they arrive in the U.S. A person may move to the U.S. with a student or tourist visa but
then overstay its term, becoming unauthorized. Or, they may “regularize” their status by obtaining a green
card. A foreign-born individual may enter the United States as a legal permanent resident (LPR or green
card holder), a temporary visa holder (e.g., tourist, seasonal worker, H-1B, or student visa), or as an
unauthorized, illegal or undocumented immigrant (either as an illegal border crosser or a visa abuser).
Estimates from FY 1996 suggest that as many as 1 in 10 of New Jersey’s legal permanent residents had at
some time been unauthorized.™

Not only can immigration status change with time, but, at any given moment, legal status may vary within
individual families. According to data analyzed by the Association for Children of New Jersey, 90 percent
of children in New Jersey’s immigrant families are citizens.”

The Economic Impact of Immigration

As we have seen, immigrants come to New Jersey from diverse backgrounds and they play a critical role
in the state’s workforce. We now examine a series of critical questions concerning the impact of
immigration on New Jersey’s economy. In particular, we examine 1) the impact on the economic
outcomes of the native born; 2) the impact on the state’s budget; and 3) the overall contribution
immigrants make to the state economy.
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Like every economy, New Jersey’s is made up of interrelated markets — for labor, for products, and for
capital. Questions concerning economic impact require complex modeling of the behavior of immigrant
and native-born workers, business owners, and others. Due to their complexity and their implications for
policy, these questions are the subject of vigorous debate among academics and advocates. Mindful of
these concerns, we emphasize findings that we consider least sensitive to various modeling choices.
Based on this literature we have been able to draw several cautious but confident conclusions.

Immigration appears to have a positive impact on the earnings and
employment of the native born in New Jersey.

Economists debate this issue extensively, with different studies yielding different estimates. Our review
of an extensive literature revealed that the overwhelming majority find at most very small effects of the
impact of immigration on native employment.

In fact, many economists argue that increased immigration has no negative effect on native employment
rates. In 2007, the President’s Council of Economic Advisors (CEA) summarized the research for the
United States as a whole, concluding that,

On average, U.S. natives benefit from immigration. Immigrants tend to complement
(not substitute for) natives, raising natives’ productivity and income.™

In a free market, any measurable effects of immigration on earnings and employment are largely over-
whelmed by a range of other economic conditions. For example, capital is mobile, and businesses tend to
expand in areas with sufficient labor. The agglomeration of high-skilled labor in close proximity tends to
spur, not thwart, innovation. Moreover, immigration may alter the choices businesses make about where
to locate. As a result of these and other mechanisms, immigration may attract innovation and investment
sufficient to offset any direct competition with the native population.

Estimates of the earnings and employment effects of immigration on New Jersey’s native-born population
appear consistent with the range of estimates found in national-level studies. Indeed, the large share of
highly-educated foreign-born workers making their homes in New Jersey makes it likely that immigrants
exert a positive impact on the earnings and employment of the state’s native-born workers.

Immigrant workers do not appear to lower employment rates for low-
skilled, less-educated native-born workers in New Jersey.

Many believe that while immigrants may have a generally positive impact on productivity, native workers
at the bottom of the employment ladder must lose out when they compete directly with the low-skilled
newcomers. This thinking leads some to argue that immigration should be limited to those with high
levels of skill.

However, work by economists increasingly challenges this presumption. A recent study by Giovanni Peri
and Chad Sparber highlights the ways that immigration stimulates native employment and increases
wages. When more high-skilled immigrants are employed this drives up demand for less-skilled workers
to do jobs that support their work. Additional workers are also needed to meet the needs of the new
consumers. For example, a physician’s arrival from India will create the need for increased secretarial and
janitorial support (as well as trained nursing and financial services) and will stimulate demand for
restaurant meals and household services.
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In addition, immigration may actually provide improved employment opportunities for native workers
because even natives with limited education maintain advantages over immigrants. Foremost among these
are their language skills as well as superior knowledge of local technology and institutions. The arrival of
immigrants allows native-born workers to specialize in tasks that complement the work of the low-skilled
immigrants. This effect, referred to as “task complementarity,” depends on the presence of low-skilled
immigrants to boost natives into supervisory positions that they might not have ascended to in the absence
of immigration.

How Immigration Affects Low-Skilled Natives

High-skilled immigrants
N raise demand at work for complementary workers
M raise demand at home for products and services

Low-skilled immigrants
\ lower demand at work for comparable workers
" raise demand at work for workers who can upgrade themselves, using U.S.-specific skills

Both of these positive effects of immigration are likely to be relevant in New Jersey. The direct effect of
high-skilled immigrants raises demand for low-skilled labor, and the indirect effect of low-skilled labor
raises demand for low-skilled natives with enough language and other skills to take on supervisory or
customer-oriented tasks. One way these outcomes can occur is through entrepreneurship — 20 percent of
businesses in New Jersey are owned by immigrants.™

Economic simulations suggest that the inflow of high-skilled immigrants to New Jersey between 1990
and 2000 raised the wages of natives without high school diplomas by 1.6 percent. Low-skilled
immigrants raised the wages of these same less-educated native workers by an additional 1.4 percent. By
this account, general immigration to New Jersey drove up the wages of native workers without high
school diplomas by 3.0 percent.

New Jersey stands out for the strength of this positive effect. By contrast, New York saw a comparable
wage increase of 1.1 percent, while in California, Arizona, and the United States as a whole, the impact
on native wages was negative.™"

Immigrants Appear to Pay Enough Tax to Offset their Use of Services.

We examined many studies of the fiscal impact of immigration at local, state, and federal levels. Most
indicate that the current fiscal impact is negative for state and local governments but positive for the
federal government. This is because immigrants as a group have below-average incomes but larger than
average family size. One New Jersey study based on 1990 census data compared “like” households and
found that immigrants pay higher taxes and receive fewer government services than natives. But it also
found that immigrant households are disproportionately poor, and poor families yield a small net fiscal
deficit in the short run.*"

One important component in these calculations is the cost of educating children. From an accounting
perspective, assigning the costs of K through 12 education is a complex task. Some view education as an
investment in the future of the state rather than as a transfer to individual recipients. Investments in
education are borne in the present, but only years later do they result in tangible contributions to the
economy.
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Immigration to the United States is generally, though not always, for the long run. What happens in later
generations is a relevant concern. Assessing the national picture, the Council of Economic Advisers
noted, “careful studies of the long-run fiscal effects of immigration conclude that it is likely to have a
modest, positive influence.”

Among the economists who have examined the fiscal impact of immigrants with an eye to
intergenerational effects, some have concluded that the impact of immigration depends upon other fiscal
policy choices made by the government. If governments run big deficits, making commitments now that
will need to be paid by future generations, then immigrants and their offspring will bear a
disproportionate share of the debt burden. Under certain circumstances, then, immigration can alleviate
the fiscal stress of natives. But the overall impact of immigration on fiscal balance is extremely small.
Immigration should neither be perceived as a major source of the existing imbalance, nor as a potential
solution to it.*"

When it comes to the budget of the state of New Jersey, we cannot with any accuracy determine the net
fiscal impact of immigrants. We do know that, contrary to public perception, even undocumented
immigrants pay sales and property tax. Many receive a range of services whether K-12 education or the
use of roads and libraries.

At the same time, we know that several factors (some of which are specific to New Jersey) reduce the
potentially negative short-run fiscal impact of immigration:

» The age structure of the foreign born is concentrated in the working ages;
= Many of the state’s foreign born are highly-skilled, high-income workers; and
= Immigrants in New Jersey benefit less from social services than the native born.

In much less advantageous circumstances than prevail in New Jersey, immigrants yield slightly negative
or near zero effects in the short run and positive effects in the long run. When we factor in New Jersey’s
unique immigrant population it seems more than likely that the short and long-term fiscal effects of
immigrants are indistinguishable from than those of natives.

Summing Up: Immigrants Are Integral to New Jersey’s Thriving Economy.

Of the $207 billion earned by residents of New Jersey in 2006, 77 percent (or $160 billion) was paid to
native-born workers, while the remaining 23 percent ($47 billion) was earned by immigrant workers
living in New Jersey.

The size and complexity of the state economy mean that any estimate of immigrants’ contributions to the
state gross domestic product (GDP) is subject to critique. One approach assumes that the earnings
proportions hold for the rest of the economy. This methodology would apply the 23 percent figure above
to the state’s entire $448 billion GDP (in 2006), the accepted measure of the size of the economy. This
approach assumes that the 54 percent of the economy to which we cannot assign nativity belongs
proportionately to immigrants and the native born. There is no way to test this assumption. We can be
sure, however, that the contribution of immigrants is no lower than $47 billion and no greater than $288
billion.™
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Overall Contribution to New Jersey Economy by Nativity

7T%
Native born —
$159 billion Earnings by noncasual
NJ residents
age 25-64
$207 billion
23%

" Foreign born

: $48 billion

]

|

I' ‘(

! /

I /

| /

| /

| /

é

1%
Foreign
born
35% =
Native born Lower-bound estimate of contribution
to NJ economic output by nativity
54%
Nativity difficult Total NJ economic output
to assign 2006 = $448 billion

Sources: Earnings calculations are from American Community Survey 2006. GDP estimates from the U.S. Bureau of

Economic Analysis (http://www.bea.gov/regional/gsp/). Earnings calculations are for employed 25-64 year olds
earning $5000 or more (to remove “casual” laborers from our calculations) and living in New Jersey, totals $206.594

billion, or 80 percent of total compensation to employees as calculated by the BEA (which was 57 percent of State
GDP). State gross income is the more appropriate measure, not State GDP. If natives work out-of-state more than

the foreign-born, the using GDP underestimates the contribution of the foreign-born to output.
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Conclusion

For decades New Jersey has benefited from higher than average rates of immigration, and higher than
average levels of education among its immigrants. At 28 percent of the workforce and 23 percent of the
earnings, immigrants are key players in New Jersey’s vibrant economy; so much so that is impossible to
imagine the state functioning without their contributions.

More than almost any other state, New Jersey benefits from the skills of highly-educated immigrants,
individuals who account for 40 percent of all advanced degree holders statewide. But immigrants are
overrepresented at the low end of the earnings distribution, too. These immigrants wash dishes, clean
office buildings and build homes. They comprise large segments of some of the lowest-earning
occupations in the state. They are likely to be among the most vulnerable during any economic downturn.

The dynamic mix of immigrants living and working in New Jersey should allay concerns about the
negative impact of low-skilled natives on native earnings and negative fiscal consequences for state
finances overall. Rather, our analyses suggest that New Jersey’s immigrants do not produce negative
effects in either of these arenas. In fact, immigrants are likely to bring modest improvements in both. And
while it is true that immigrants add to the numbers of lower-skilled workers, who then compete with low-
skilled natives, these immigrants also add to the demand for native workers with the language skills and
local knowledge to supervise the new arrivals.

Immigrants to New Jersey are incredibly diverse in their talents and their countries of origin. This
particular mix has long distinguished the state from other areas of the country. New Jersey must adopt
policies that reflect its unique experience with immigration.
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