Assimilation for Whom? Immigrant Men’s Working Life and Earnings Growth

Abstract

Since the Immigration Act of 1965, millions of immigrants have moved to the U.S in hopes of
better economic opportunities. At the same time, one in three immigrants eventually leave the
U.S., oftentimes following unsuccessful economic integration. Past research on immigrants’
economic incorporation have been optimistic: they often found significant earnings growth
among immigrants using linked data between national surveys and Social Security earnings
records. However, a downside of this approach is that individuals in the sample are highly
selected, excluding short-term immigrants and those who move in and out of the U.S. labor
force. Research using this approach also had relatively small sample sizes and could not examine
heterogeneities in immigrants’ trajectories by country of origin. Using Social Security earnings
histories of a complete cohort of foreign-born men who arrived in 1978, I seek to explicitly
examine the earnings of those who experienced exits from the labor force while also describing
the earnings trajectories of immigrants from different origins. My research shows that previous
research failed to account for immigrants with lower earnings by excluding those who exit the
labor force. After incorporating these exits, I show that immigrants’ economic assimilation
nearly disappears. In addition, I show that the earnings progression of the “average immigrant”
fails to represent any specific immigrant group. Specifically, assimilation seems to occur only for
those who had relatively higher earnings to begin with, and for those from a few countries /

regions concentrated in Africa and Asia.



Introduction

People often move to a different country in expectation of better earnings, whether the
specific goal is to maximize individual earnings or to minimize family income risks (Harris and
Todaro 1970; Stark and Bloom 1985; Todaro and Maruszko 1987). What actually happens after
they move? In the United States, there has been rising curiosity about whether immigrants
steadily climb up the economic ladder and “make it” to the middle class, or face obstacles to
achieving the American dream (Clark 2003; Hochschild 1996; Park 1997). Research on the topic
has found that while immigrants arrive in the U.S. with lower earnings than the native-born, they
gradually catch up over time: at least part of the nativity gap in earnings is closed after one or
two decades (Duleep and Dowhan 2002; Hu 2000; Lubotsky 2007).

However, immigrants leave the U.S. labor force, temporarily or permanently, for various
reasons, which complicates the results of prior studies. One in three foreign-born individuals
who come to the U.S. eventually leave the country (Duleep 1994; Warren and Kraly 1985).
Moreover, just like native-born individuals, foreign-born individuals who stay in the country can
experience non-employment and early retirement due to various reasons (Pryor and Schaffer
2000). There is a disconnection between stories of immigrants’ earnings assimilation and stories
of individuals’ absence from the labor market. On the one hand, research on earnings
assimilation has treated exits from the labor force, especially those due to emigration, as a source
of bias. They seek ways to eliminate such bias by identifying only the progress of immigrants for
whom the complication does not exist. On the other hand, demographic research recognizes that
immigration and emigration are both deliberate choices that people make, and aims at estimating
the rate at which foreign-born individuals emigrate. These studies consider the role of

immigrants’ socioeconomic status before emigration (Van Hook and Zhang 2011), but do not



examine their long-term earnings trajectories. As a result, we know little about how earnings
assimilation and exits from the labor force together shape immigrants’ economic progression in
the United States.

This article seeks to move beyond the conventional focus on assimilation and mobility,
the vertical dimension of immigrants’ economic integration, and incorporate a horizontal
dimension that has been overlooked: their temporary and permanent exits from the U.S. labor
force. I have two main research questions. First, are immigrants with lower earnings more likely
to exit the U.S. formal labor force than those with higher earnings? Second, what does the
overall immigrant earnings progression look like when we keep the individuals that left the labor
force / the U.S.? In doing so, I also pay specific attention to heterogeneities by immigrants’

country of origin.

Previous research

In this article, I use the terms “immigrants” and “foreign-born individuals”
interchangeably to refer to those born outside the U.S. who come to live and work here. Since the
Immigration Act of 1965, the immigrant population in the U.S. has experienced significant
growth in both absolute numbers and as a share of the total population (Camarota and Zeigler
2016). While there are diverse mechanisms behind migration behaviors, post-1965 immigrants
often moved to the U.S. in hope of better earnings, especially in the 1970s and 80s (Garip 2012).
Immigrants were especially attracted by the idea of America being the land of freedom and
opportunities, or the American Dream, where everyone can climb up the economic ladder with
hard work (Clark 2003).

An important way of measuring the progress of immigrants is to examine their earnings

growth. Efforts to understand U.S. immigrants’ earnings patterns first took place in the late 70s



and early 80s. Using the 1970 census, Chiswick (1978, 1982) found that although immigrants
arrive in the U.S. with lower earnings than the native-born, their self-reported earnings catch up
after them being in the U.S. for 10 to 15 years, and even exceed that of the U.S.-born after 15
years. Since the data were cross-sectional, the underlying assumption of Chiswick’s statements
was that the initial earnings and earnings trajectory of later cohorts would be identical to that of
earlier cohorts. This assumption turned out to be far from the reality, as Borjas (1985) soon
showed using both the 1970 and 1980 censuses: later cohorts of immigrants start with
substantially lower initial earnings than earlier cohorts. Borjas’ study stresses that cross-sectional
studies greatly overestimated immigrants’ earnings growth within cohorts, and again
overestimated immigrants’ growth relative to the U.S-born.

While cross-sectional studies provided groundbreaking understanding of immigrants’
earnings progress, they face an important challenge: individuals are lost between censuses, and if
being lost is correlated with earnings, then estimates of immigrant earnings are biased. This issue
can only be understood and quantified using longitudinal data, and better measured when
earnings are recorded rather than self-reported. Such data only became available relatively
recently through the Social Security Administration. In the past two decades, there have been
various efforts to identify immigrants’ earnings trajectories using SSA earnings records linked
with other data sources. At the center of the debate is the degree to which selective outmigration
biases the estimates of immigrants’ earnings growth. Below, I first review articles that identified
immigrants’ earnings trajectories and how foreign-born individuals’ exit from the U.S. have been
treated as a source of bias. I then review articles that focused on understanding factors that drive

labor force exits.



Exits as a source of bias

In the past two decades, the main goal of research on immigrant earnings has been to
quantify biases in estimates due to selective emigration in cross-sectional estimates. There are
two main limitations in the multiple census approach with regard to selective emigration. First,
immigrants are lost in between censuses due to permanent emigration, and such emigration can
be selective based on earnings (Hu 2000). Second, temporary emigration (leaving the country
and coming back later) can also be a source of bias if individuals who experience such events
have lower earnings (Lubotsky 2007). This is further complicated by the fact that individuals
often have different interpretations of the question “when did you first come to the United
States?” (Redstone and Massey 2004).

Compared with the cross-sectional approach, research using longitudinal data yields more
accurate estimates of immigrants’ earnings because the same individuals are followed over time.
Of all the longitudinal earnings data available, earnings data from the Social Security
Administration has been the most preferred source because the SSA has annual records of all
individuals’ earnings in the formal labor force up to the taxable maximum. While the SSA
earnings records have the advantage of being complete, there are very few variables in the data,
allowing little room for multivariate analyses. Therefore, a common practice has been to link
SSA data with a large survey, such as the Health and Retirement Study (HRS) and the Current
Population Survey (CPS). Most notably, Hu (2000) used linked data from the HRS and SSA
earnings records and showed that estimates of immigrants’ earnings growth using multiple
censuses were upwardly biased. Lubotsky (2007) used linked data from the SIPP, the CPS and
SSA data, and estimated that research based on cross-sectional data overestimate the speed of

immigrants’ earnings assimilation by about 50%. He found that according to longitudinal data,



the immigrant-native gap in earnings closes by 10-15 percent by immigrants’ 20" year in the
United States.

All of the abovementioned studies, together with other related studies of immigrants’
earnings and occupational trajectories (See also: Duleep & Dowhan, 2002; Toussaint-Comeau,
2006), considered immigrants’ emigration from the U.S. as a source of bias. Emigration is not
the only way one may leave the formal U.S. labor force. Individuals may also have temporary or
permanent zero earnings due to non-employment, or working off-the-books. In previous
research, these kinds of exits have also been thought of as noise.

While using longitudinal data reduces these biases, many scholars acknowledged that it
does not eliminate the biases altogether. This is because individuals who are followed
longitudinally can still experience temporary and permanent exits from the labor force.
Therefore, a common practice is to include only individuals who had non-zero earnings
throughout the period of observation (Duleep & Dowhan, 2002), or exclude those that had less
than 5 years of earnings above a certain dollar amount (Villarreal and Tamborini 2018). In fact,
even without intentionally leaving out part of the population, researchers have automatically
chosen to focus only on long-term immigrants by using SSA data linked with survey data. The
earliest wave of the HRS was collected in the early 90s; the earliest wave of the CPS that
collected information on migration was in 1994 (Duleep and Dowhan 2002; Lubotsky 2007); and
the typical waves of the SIPP used for data linking are 1990, 1991, 1993, and 1994 (Lubotsky
2007; Villarreal and Tamborini 2018). All individuals would have to be present in the U.S. in
these years to be in the linked data, even though their earnings records, traced back to as early as
is available, are used to estimate their earnings trajectories. This means that the probability of

capturing short-term immigrants is much lower than that of capturing long-term immigrants, the



probability of capturing immigrants who move in and out of the U.S. is much lower than that of
capturing immigrants who consistently work in the U.S., and the probability of capturing any
immigrant who worked in the U.S. and left before the survey year is zero. In sum, sampling in
previous research has favored long-term immigrants who are consistently in the United States.
There are fair reasons to think of any kind of exits from the labor force as sources of bias.
From a policy perspective, long-term immigrants are the ones that stay in the U.S. and become
parents of second-generation immigrants; they have a more long-term presence in the U.S.
economy, and therefore make a more consistent contribution. From a methodological
perspective, focusing only on immigrants who have continuous earnings allows the identification
of clean trajectories. However, such an approach also puts a strong limit on the study population
and omits the stories of millions of people. Furthermore, the approach is self-contradicting. If the
ultimate goal in estimating immigrants’ earnings progression is to see whether immigrants fulfill
their expectations, then eliminating a population who potentially left the labor force due to low
earnings would leave only the relatively successful cases. While the earnings trajectories of the
selected individuals are somewhat correctly estimated, the estimates still deviate from the whole
population of immigrants who ever came to the United States. Recent work on health and aging
has found that the “average trajectory” of individuals’ health does not match the reality of how
individuals health unfolds (Engelman and Jackson 2017) , and that simply leaving it to statistic
models to treat missing can still lead to biases in estimates (Jackson, Engelman, and Bandeen-
Roche 2017). A similar argument can be made in the case of earnings progression: the “average
trajectory” of individuals’ earnings may not represent the reality of immigrants’ earnings
progression, and simply leaving out some individuals that are out of the labor force does not

return bias-free estimates.



Exits as a subject of interest

In this section, I review studies that examined exits from the labor market, which shed
light on the often excluded populations in studies of immigrants’ earnings.

While foreign-born individuals, just like the U.S.-born, may exit the labor force for
various reasons, the most well-studied type of exit is emigration. Guided by neoclassical
economic theories of migration, foreign-born workers are hypothesized to emigrate when the
purpose of their migration — to achieve higher earnings — is not fulfilled (Van Hook and Zhang
2011). Consistent with this hypothesis, studies have found that immigrants tend to leave the host
country following relatively unsuccessful careers (Van Hook and Zhang 2011; Lindstrom and
Massey 1994; Reagan and Olsen 2000), and that economic opportunities in immigrants’ region
of origin can also influence their decisions to stay (Lindstrom 1996). However, the relationship
between immigrants’ socioeconomic status and their likelihood to emigrate may not be as simple
as monotonic. Specifically, studies have found a positive effect of having a college degree on
emigration (Borjas and Bratsberg 1996; Reagan and Olsen 2000). Non-economic factors can also
be drivers of emigration. Poor health, for example, is known to be a predictor of foreign-born
individuals’ return migration, especially at older ages (Markides and Eschbach 2005; Turra and
Elo 2008). Having a less established social network in the host country is also hypothesized as a
reason for emigration, which is reflected in the much higher rates of emigration among
immigrants who have been in the U.S. for fewer years (Borjas and Bratsberg 1996; DaVanzo
1983; Van Hook et al. 2006; Reagan and Olsen 2000).

In most studies of foreign-born populations’ emigration, there is no distinction between
temporary and permanent emigration. In reality, however, most migrants make multiple moves

in between the host country, their home country, and (occasionally) a third country before



settling down (Treas and Gubernskaya 2015). This is at least true in the case of Mexico-U.S.
migration. There is evidence that migration flows from Mexico to the U.S. display cyclic
patterns, and increased border enforcement disturbs these cycles by raising the cost of migration
(Massey, Pren, and Durand 2016; Riosmena 2004). It is unclear whether the same set of factors
predict permanent and temporary emigration.

In addition to temporary and permanent emigration from the U.S., immigrants can also
temporarily and permanently leave the formal labor force, but not the country. They may exit the
formal labor force if they become not employed, of if they start to work “off the books”. Such
exits are less understood. In general, individuals’ exits from the labor force are most often linked
to socioeconomic disadvantages, such as poor health and low earnings. Regardless of nativity,
men who are not in the labor force are more likely to have serious health issues (Krueger 2017),

and this population likely has low earnings if they were in the labor force (Luft 1975).

The role of country of origin

To fully understand immigrants’ economic integration in the U.S., it is important to
consider the factors that may predict their progress. While immigrants’ educational attainment,
occupation, race/ethnicity can all play a role (Akresh 2008; Hu 2000; Villarreal and Tamborini
2018), their country of origin can predict these factors and contains other important information,
such as the cost of migration (Borjas 1983; Duleep and Dowhan 2008; Jasso and Rosenzweig
1986). Immigrants’ initial earnings differ largely by country of origin (Duleep and Dowhan
2008). The economic conditions of origin countries and immigrants’ travelling costs can also be
influential on immigrants’ earnings in the U.S. (Jasso and Rosenzweig 1986). Since initial
earnings are inversely correlated with earnings growth, country of origin is also an important

predictor of the speed of earnings growth (Duleep and Regets 1996). Consistent with this, the



impact of country of origin on immigrants’ dollar earnings diminishes as immigrants stay in the
U.S. for longer (Duleep, Liu, and Regets 2014). Patterns of emigration also vary largely by
country of origin. U.S. immigrants are more likely to return to rich countries and to countries that
are closer to the United States (Borjas and Bratsberg 1996; Jasso and Rosenzweig 1982).

However, I am unaware of any research that explicitly examined immigrants’ long-term
earnings progression by country of origin. Previous research, often focusing on heterogeneity by
cohort (Borjas 1985; Duleep and Dowhan 2002; Lubotsky 2007), by age at migration (Toussaint-
Comeau 2006), by education (Villarreal and Tamborini 2018), and visa status (Akresh 2008;
Cortes 2004) often highlighted that country of origin can also be an important predictor, but there
are not enough observations of immigrants from each country. In this article, I explicitly set out
to investigate how immigrants’ long-term earnings progressions may differ by countries of
origin.
Data and methods

I use social security earnings data for all male immigrants who obtained an SSN in 1978
who were aged 26~40 (n=80,113), and study how immigrants’ earnings and employment status
changed every five years' until they reach their mid-sixties. While a total of 100,500 male
immigrants aged 26~40 gained an SSN in 1978, I exclude those who had zero earnings in all of
the quinquennial years (n=20,387) to focus on those who were active in the U.S. labor market at

least at one point.? In order to compare immigrants’ earnings progression with that of the U.S.-

! While T have data on all individuals’ annual earnings, I decided to only follow them at five-year intervals for the
sake of brevity. As shown in my analysis later, patterns at five-year intervals are quite smooth, which I take as
evidence for non-significant fluctuations within intervals.

2 There are many reasons why an individual may have zero earnings in all years, or all quinquennial years after
gaining an SSN. A large number of these individuals might have gained an SSN, worked in the U.S. for a short
amount of time (less than a year), and left the country. Some were deceased; some were or became disabled; some
have income from something other than work; some worked “off the books;” and a few could have obtained two
SSNs and were working under the other SSN.
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born, I also follow a sample cohort of U.S.-born individuals aged 26-40 in 1978 (n=215,614). 1
choose to focus on those who entered the labor market in 1978 for two reasons. First, 1978 was
the year when the SSA began receiving data for all earnings and not just earnings covered by the
Social Security Program; it was also the first year when data were reported to the SSA annually,
rather than quarterly. In other words, data after 1978 are more consistent and covers a wider
range of earnings. Second, starting in 1978 means that by 2017 (the year when this project
began), the youngest individuals in my data (born in 1952) would be at least 65 years old. Since
65 is the standard full retirement age in the United States, tracking individuals until this point
allows me to observe most individuals until the end of their working life. In addition, 65 is the
age at which individuals, if in the U.S. and have worked for enough years, are eligible for
Medicare. The SSA has data on individuals’ enrollment status. Therefore, a scan of all
individuals’ statuses in 2017 can allow me to separate those who are definitely in the U.S. in
2017 from those who have likely emigrated.

All individuals are divided into three groups by age: 26~30, 31~35, and 36~40 in 1978. 1
divide individuals into groups in order to allow finer comparisons with age-specific U.S.
earnings tertiles. Then, I track the youngest group of individuals from 1979 to 2014, the middle
group from 1979 to 2009, and the oldest group from 1979 to 2004. In other words, I track all
three groups until they are aged 62 to 67 years old. By tracking, I mean checking on individuals
every five years (i.e. in 1979, 1984, 1989, 1994, 1999, 2004, etc.) to observe their transitions into
different earnings category in the next five years (explained later in this section). I start my
tracking in 1979 rather than in 1978 because immigrants may gain an SSN at various times in

1978, and 1979 would be their actual first full year in the U.S. labor market.
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This paper primarily aims to understand immigrants’ long-term earnings integration in
the United States while directly taking into account exits from the labor market and emigration.
Specifically, I study the share of individuals in different earnings states over time, and the
transition probabilities of individuals into labor force exits conditioning on their earnings. I
divide individuals’ earnings into six exhaustive categories: bottom, middle, and top tertile

earnings, temporary exits, permanent exits, and emigration.

Bottom, middle, and top tertile earnings

In order to make comparisons between immigrants and the U.S.-born, between immigrant
sub-groups, and over time, [ measure and follow individuals’ relative position on the U.S.
earnings distribution rather than their absolute earnings. I categorize individuals’ earnings into
age-, period-specific tertiles.® These are results from comparing an individual’s age-, period-
specific annual earnings with age- and period-specific tertile earnings of the U.S. population of
men. For instance, to determine the earnings progress men aged 26~30 in 1979, I compare their
annual earnings with the bottom, middle, and top tertile earnings on the earnings distribution of
the entire U.S. population aged 26~30 in 1979. They are then coded to have bottom, middle, or
top tertile earnings.

To distinguish non-employment from having low earnings, individuals with zero dollars
of earnings in any particular year are coded differently. Depending on whether they have
earnings in any years after that year, and whether individuals have status known to the SSA in
2017, individuals are then coded as having a “temporary exit” or a “permanent exit” from the

U.S. formal labor force, or having permanently emigrated from the country.

3 I divide the earnings distribution into tertiles rather than into finer categories mostly for the sake of simplicity, but
it is also because the SSA data has a cap at the taxable maximum. This cap is typically around the fourth quartile on
the earnings distribution.
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Temporary Exit

If an individual has zero dollars of earnings in a particular year, but non-zero earnings in
a later year, then the person is coded as having a “temporary exit” from the U.S. formal labor
force in that year. “Temporary exit” means while the person is not in the U.S. formal labor force
in a year, the exit is only temporary and they eventually return to the U.S. formal labor force for
at least a year. This state captures temporary out-migration from the U.S. and temporary non-

employment in the formal labor force.

Permanent Exit

If an individual has zero dollars of earnings in a particular year, and zero earnings in all
following years, then their status is further determined by whether they have known status to the
SSA in 2017. Known status includes the following: enrolled in Medicare; denied social security
benefits; died; no qualification for Medicare; miscellaneous, but had been entitled to benefits
(details available upon request). Some of these individuals may be incarcerated (Eberstadt 2017).
Deaths are not listed as a separate category because while the SSA knows about some deaths
(especially after 65), it does not have a complete record of deaths (Hill and Rosenwaike 2001). If
an individual’s status is known to the SSA in 2017, then they are coded as having permanently

exited the U.S. formal labor force, but likely having stayed in the country.

Emigration

If an individual has permanently exited the labor force in a particular year, but the SSA
has no record of them in 2017, then they are coded as having likely emigrated from the United
States. It is possible that some individuals who did not emigrate from the U.S. are also included
in this category: particularly those who gained an SSN, worked legally, and then started working

off-the-books. Therefore, this paper likely overstates the scope of emigration. Since most
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undocumented immigrants in the U.S. are from Mexico (Bean, Telles, and Lowell 1987),
however, the number for immigrants from all other countries/areas should be less affected.

All possible transitions between the six earnings categories are shown in Figure 1.
Transitions between bottom, middle, top tertile earnings and temporary earnings are always
possible, while permanent exit and emigration are absorbing states, which means transitions out
of these states are impossible.

One unique contribution of this paper is that I also examine the degree to which
immigrants’ labor force participation and earnings progression varies across countries of origin. |
examined the specific cases of immigrants from the top 20 sending countries and areas (by
population) in 1978. I first tabulated the average years immigrants were employed (adding
together individuals in the three tertiles), and in temporary and permanent exits, by country of
origin. I then tabulated the share of individuals in different earnings states over time by country
of origin, and identified some similarities between countries. Table 1 is a list of the top 20
countries and the number of individuals aged 26-30 in the cohort. Together, individuals from the
top 20 countries consist of 70% of the entire cohort of foreign-born men who gained an SSN in
1978.

Throughout this article, results are only displayed for the youngest group (those aged 26-
30 in 1978). This is purely for the sake of brevity: with three age groups, the number of graphs
would triple, but the patterns of the 31-35 and 36-40 groups are very similar to the 26-30 group
(results available upon request). Table 2 is a description of foreign- and U.S.-born men’s
earnings states in 1979. As can be seen, the proportion of individuals in the three earnings tertiles

are nearly identical across age groups.
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Results

Who experiences temporary exits?

Figure 2 shows the probability of temporarily exiting the labor force for foreign- and
U.S.-born men over time. It demonstrates several findings. First, temporary exit from the formal
labor force is closely related to earnings. For both immigrants and the U.S.-born, those in the
bottom tertile are at higher risks of temporarily leaving the labor market relative to those in the
middle and top tertile. This could be because those with the lowest earnings are more likely to
experience periods of unemployment and non-employment. Those in the middle and top tertiles
have nearly identical patterns of temporary exits. Second, earnings predict temporary exit more
strongly for immigrants than for the U.S.-born. While the patterns for those in the bottom tertile
are similar by nativity, immigrants in the middle and top tertile are overall more likely to
experience temporary exits than the U.S.-born. Third, the association between temporary exits,
nativity and earnings seems to change over time. For U.S.-born men, patterns of temporary exits
for individuals with different levels of earnings converge over time: while earnings is a strong
predictor of temporary exits at the beginning of the observation period, or in individuals’ late
twenties / early thirties, the gap in temporary exits between those in the top and bottom tertile
almost disappears by the 35" year, or around the end of individuals’ careers. For immigrant men,
patterns remain somewhat consistent over time.

In summary, immigrant men with low earnings are the most likely to experience
temporary exits; U.S.-born men with earnings in the middle and top tertiles are the least likely to
experience temporary exits. All individuals are more likely to temporarily leave the U.S. labor

force at the beginning of their careers.
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Who experiences permanent exits?

Figure 3 shows the probability of permanently exiting the labor force for foreign- and
U.S.-born men over time. Similar to patterns of temporary exits, permanent exits are associated
with individuals’ earnings, nativity, and time in the labor force.

First, permanent exits from the U.S. formal labor force are overall more common among
those in the bottom earnings tertile. This makes sense for several potential reasons: individuals
with the lowest earnings are more likely to experience long-term non-employment; the lowest
earners can be exposed to a set of socioeconomic disadvantages, putting them at higher risks of
disability and death. Second, lower earnings is a slightly stronger predictor of permanent exits
among the U.S.-born than among the foreign-born. It is evident among the U.S.-born that the
probability of permanently leaving the formal U.S. labor force decreases with earnings; among
immigrants, the differences by earnings are less pronounced. Third, time plays a role in the
association between permanent exits, nativity and earnings. U.S.-born men have monotonically
increasing probabilities of permanently leaving the labor force over time; this is also true for
foreign-born men in the middle and bottom tertiles. For immigrants with high earnings, however,
permanent exits are relatively high at both the beginning and the end of the observation period.
In fact, at the very beginning of the observation period, those in the top tertile are even more
likely to permanently drop out than those in the bottom tertile. However, this needs to be
interpreted with caution since the difference is very small (only about 4%). Overall, it makes
sense that the probabilities of permanently leaving the labor force increase with time: individuals
get older and start to retire.

In summary, the probability of being permanently out of the labor force rises with time

and decreases with earnings. Patterns do not seem to differ very much by nativity.
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Who emigrates?

One of the most debated issues in the literature is whether and how foreign-born
individuals’ earnings are associated with their likelihood of emigrating from the United States.
Figure 4 contributes to this debate by directly plotting the proportion of immigrants (likely)
emigrating by their earnings tertile over time.

I find that decisions to leave the United States are indeed correlated with earnings.
However, the actual correlation depends on the amount of time immigrants have already stayed
in the United States. Emigration from the U.S. that occurs right after migration is the least
correlated with earnings: those in the top and bottom tertile are equally likely to permanently
out-migrate five years after their arrival in the U.S. After the fifth year, patterns are more
stratified by earnings: those with the lowest earnings are overall the most likely to leave the
United States. It is worth noting, however, that the probability of leaving does not decrease with
earnings in a linear fashion. Those in the middle and top tertile have essentially identical
probabilities of emigration after their tenth year in the U.S. labor force, while those in the bottom
tertile are at slightly higher risks of emigrating.

Previous work has found that immigrants are the most likely to return home right after
they migrate to the United States (Borjas and Bratsberg 1996; Duleep 1994). I find the same for
the 1978 cohort: the probability of emigration is the highest five years after immigrants’ arrival.
About one in seven immigrant men in the top and bottom tertile, and about one in ten men in the
middle tertile, have left by the fifth year. This is much lower than previously estimated (Borjas
and Bratsberg 1996), likely because temporary exits are counted separately from permanent

emigration in my data. In addition, I find that the probability of emigration sharply decreases
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with time; after being in the U.S. for 20 years, the probability of leaving becomes very close to
Zero.

It is important to reemphasize that the “emigration” category may include individuals
who did not actually leave the U.S. The individuals who “emigrated” by the fifth year, for
example, may include immigrants who came to the U.S. on a visa and became undocumented
through visa overstay. However, the number of individuals who transitioned into undocumented
status should be small. The majority of undocumented immigrants in the U.S. are originally from
Mexico (Bean et al. 1987), and Mexican immigrants take up 17% of the population of the 1978
migration cohort of men (Table 1). As I will show later, the proportion of Mexican immigrants
who have permanently “emigrated” from the U.S. is about 20% at the end of the observation
period. Even if all 20% are actually visa overstayers, they are only 3% of the whole population.
Therefore, it is safe to assume that most of the immigrants in the “Emigration / unknown”
category are emigrants.

The probability of “emigrating” for the U.S.-born men is nearly zero at all times, which is

reassuring given what we know about the emigration rates of the native-born (Schachter 2006).

Immigrants’ earnings progression

Figure 5 displays ways in which the share of individuals in different earnings states
changes over time. The right-hand side of Figure 5 displays the earnings progression of U.S.-
born men. At the beginning of the observation, about 30% of the population occupied each
earnings tertile. Over time, the relative share of U.S.-born men in the three earnings tertiles
remained about the same. This is as expected because the tertiles are calculated based on
earnings of the entire U.S. population, and the U.S. population is mostly constituted of

individuals born in the U.S. While the relative share of individuals in different earnings tertiles
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remained the same, the overall share of individuals with any earnings gradually shrunk, as the
share of individuals who have permanently left the U.S. labor force gradually expanded. The
share of individuals experiencing temporary exits steadily declined over time, and the share of
individuals in the emigration / unknown category remained close to zero over time.

The left-hand side of Figure 5 shows the earnings progression of immigrants. Consistent
with previous research, foreign-born individuals enter the U.S. labor force with some
disadvantages in earnings relative to the U.S.-born: about 60% of the population had bottom
tertile earnings at the beginning of the observation period, while only about 20% of the
population had middle and top tertile earnings. If immigrants experience earnings assimilation
and catch up with the U.S.-born over time, one should expect that the share of individuals in the
middle and top tertiles should increase over time. However, this was not quite the case for the
1978 cohort of immigrant men. While the share of individuals in the bottom tertile decreased
over time, the share of individuals in the middle and top tertiles remained about the same; the
only exception to this was a slight increase in the share of immigrants in the middle and top
tertiles in the first five years. The share of individuals experiencing temporary exits declined
over time; the share of immigrants who have emigrated from the U.S. increased dramatically in
the first decade, and leveled off after that; the share of immigrants experiencing permanent exits
increased slowly over time, accelerating as individuals approached standard retirement age. At
the end of the observation period, individuals were 62-66 years old. About 20% of the population
emigrated; about 30% permanently exited the labor force, most of whom did so after turning 50
years old; and about half were still working, with an even share of the population in each

earnings tertile.
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In general, examining the share of individuals in different earnings states does not reveal
a clear story of immigrants’ earnings assimilation. Instead, the major difference by nativity is
that immigrants leave the formal U.S. labor force at a much faster pace than the U.S.-born,

mostly driven by emigration.

Does country of origin matter?

A natural question flows from Figure 5. Is the graph of all immigrants a good
representation of those from different countries and areas of origin?

Before examining the heterogeneity in foreign-born men’s earnings progression, I first
tabulate the average number of years immigrants spent (out of the 35 years between 1979 and
2017) being employed (i.e. having non-zero earnings) versus being temporarily and permanently
out of the formal labor force, and being permanently out of the country. The goal of this is to use
a clear-cut measure to compare employment behavior across immigrant subgroups. The results
show stark differences across countries/areas of origin (Figure 6). The average number of years
foreign-born men were employed ranges from 11.8 years (Japanese immigrants) to 28.3 years
(Indian immigrants). Temporary exits seem much more common among those migrating from
Dominican Republic and Mexico, who spent an average of 6.4 and 5.1 years outside the U.S.
labor force only to come back later. Permanent exits from the labor force are more common
among the U.S.-born than among immigrants: on average, foreign-born men spend about 3.6
years out of the labor force, compared with 5.2 years for the native-born. In fact, only three
immigrant populations spend more years permanently out of the labor force than the U.S.-born:
those from Japan, Portugal, and Dominican Republic. Overall, Figure 6 shows that country of

origin plays an important role in shaping immigrants’ employment behavior in the United States.
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In previous studies that only focused on immigrants who stayed in the U.S. for at least a decade,
those from Canada, Japan, Germany and Poland have likely been underrepresented.

Figure 7 is similar to Figure 5 and compares the share of individuals in different earnings
states over time, but for all top 20 sending countries/areas. Patterns are very heterogeneous
across countries/areas of origin. I identify four groups based on the commonalities between
countries/areas. Table 3 is a comparison of the four groups on some basic characteristics.

Group 1 includes immigrants that can be characterized as “high earners, early leavers”. These
immigrants, perhaps not surprisingly, were mostly from economically developed countries,
including Germany, Canada, the United Kingdom, and Japan. Less than 30% of the population
arrived with earnings in the bottom tertile, and more than 30% of the population arrived with
earnings in the top tertile. In other words, many of these immigrants landed in the U.S. labor
force already at the top of the economic ladder. Their stay in the U.S. tend to be quite short-term,
as many had already permanently emigrated by the end of the fifth year; at age 62-66 (the end of
the 35-year observation period), less than 70% were still in the United States.

Immigrants in Group 2 and 3 have completely different trajectories than the high-earning
individuals in Group 1. These two groups of immigrants both have relatively low earnings upon
arrival: about 70% of them had initial earnings in the bottom tertile, and barely any had initial
earnings in the top tertile. Group 2 and 3, however, have very different progressions over time.
Those in Group 2 experienced significant stagnation in their earnings growth. Over time, the
share of individuals in the top and middle tertiles hardly expanded, and the share of individuals
in the bottom tertile shrunk as more leave the labor force permanently. Group 2 is also marked

with the highest levels of temporary exits of all four groups, consistently so over time. Perhaps
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uncoincidentally, individuals in this group were from three countries that are geographically
close to the United States: Dominican Republican, Mexico, and Haiti.

In contrast to Group 2, individuals in Group 3 display very high levels of upward
mobility. The share of individuals in the middle and top tertiles expanded over time, especially
between the fifth and the 20" year after arrival. At the same time, there are also a large share of
leavers: about 20% of the population had already permanently left the U.S. by the fifth year. By
the time individuals were aged 62-66, only less than three-fourth of the immigrants were still in
the U.S. Overall, Group 3 displays the most optimistic picture of immigrant assimilation, much
like a typical description of the American Dream: with persistence, those at the bottom of the
earnings distribution can move up and become part of the middle (or even upper) class. There are
only two countries in this group: Iran and Nigeria.

Finally, Group 4 includes immigrants who tend to also arrive with lower levels of
earnings (40-50% in the bottom tertile upon arrival; those from China being the only exception)
and experience moderate levels of upward mobility. There was some expansion in the share of
individuals in the middle and top tertiles, but not as dramatic as it was for those in Group 3.
Another major characteristic of individuals in this group is that their permanent exits from the
U.S. labor force are rather delayed: by the 20" year, at least 70% of the population were still
active in the labor force. This is especially pronounced in the cases of India, where three in four
men who arrived in 1978 were still in the labor force in 2017. In addition, individuals in this
group, together with those in Group 2, have a relatively small share of individuals emigrating
from the U.S. Over 90% of the individuals from India, Russia (the U.S.S.R. at the time), the

Philippines, Jamaica, and China were still in the U.S. when they were 62-66 years old.
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Three immigrant populations did not belong in any of the four groups: those from Italy,
Poland, and Taiwan. Foreign-born men from Italy and Poland displayed patterns similar to each
other, where individuals arrived with various levels of earnings, experienced early exits from the
labor force, and did not display clear patterns of upward mobility. Those from Taiwan presented
a rather distinct case: one in four immigrants were in temporary exit at the beginning of the
observation. This means a sizable share of men from Taiwan came to the U.S. in 1978 and
gained an SSN, but did not start working in the labor force until later.

Together, Figure 6 and 7 shows that country of origin plays a significant role in
immigrants’ earnings progressions in the United States. Immigrants from different
countries/areas start with different earnings profiles (e.g. Group 1 vs. Group 3). Even when they
start with relatively similar profiles, their earnings progression can unfold in very different ways

(Group 2 vs. Group 3).

Summary and discussion

In previous work on immigrants’ earnings, exits from the labor force (emigration in
particular) have been considered as a source of bias. A common practice has been to leave out a
fraction of the population, intentionally or unintentionally, and study only those who consistently
remained in the U.S. labor force for a few decades. This research shows that leaving out part of
the population can result in leaving out immigrants with lower earnings (Figure 2, 3 and 4), and
immigrants from certain countries/areas of origin (Figure 6). When exits from the labor force are
taken into account, it is much harder to see a story of immigrants’ earnings growth: instead, the
story of immigrants’ economic integration is more about them leaving than staying and thriving
(Figure 5). Accounting for temporary and permanent labor market exits highlights the

complexities inherent in translating the American Dream into economic reality.
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This research also highlights the important role of country of origin in shaping
immigrants’ earnings progression. While the experience of all immigrants to the U.S. in 1978
can be summarized in some way (Figure 5), it does not represent the particular case of
immigrants from any country of origin. In fact, the top five origins of immigrants -- Mexico,
Iran, India, Taiwan, and Japan, who make up for 35% of all men in the cohort -- are in five
distinct groups when it comes to earnings progression patterns (Figure 7). The stories of
individuals from different origins can be completely different, if not opposite from one another.
Some came from economically developed countries with a short-term job in the U.S. (e.g. British
and Japanese), while others came with much lower socioeconomic capital, aiming to work in the
U.S. for a long time (e.g. Filipinos). Among those who likely came with a hope to improve their
earnings, many have moderate success (e.g. Egyptians, Russians), some have great success
(Iranians and Nigerians), while some experience much stagnation on their way to the middle
class (e.g. Haitians). While immigrants from Mexico and the Caribbean tend to be in and out of
the U.S. labor force, those from further away (e.g. India and the Philippines) tend to stick around
once they have made the move.

This study has several limitations. First, by directly using SSA earnings records, I cannot
account for some important predictors of earnings, such as race/ethnicity, educational attainment
and occupation. These factors have been covered in previous work (Hu 2000; Lubotsky 2007;
Villarreal and Tamborini 2018). The data I use lack detailed demographic information but have
the benefit of full population sampling, which allows me to assess differences by country of
origin. Second, I could not include female immigrants in this study. This is purely due to data
limitations (unfortunately, data on women are not available to me at this point). Previous

research on immigrant earnings has almost completely excluded women from the analysis, since
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immigrant women may have more selective labor force participation than native-born women
(Duleep and Dowhan 2002; Lubotsky 2007; Villarreal and Tamborini 2018). However, this is
exactly a reason why it is important to understand the case of women and the degree to which
they experience different challenges in their integration into the U.S. economy.

This study has focused on the case of foreign-born men in 1978, a cohort for which
previous research has found clear signs of earnings assimilation (Hu 2000; Lubotsky 2007).
There are several reasons why I may fail to replicate evidence of earnings assimilation in this
study, one of which is that I only observe inter-tertile changes in individuals’ earnings. Most
importantly, however, my results are different because many individuals omitted from previous
studies were intentionally retained in my analysis: short-term workers and workers that go in and
out of the labor force. Longitudinal studies of immigrant earnings tend to yield more
conservative estimates of immigrants’ earnings growth than cross-sectional ones; this study
shows that when we truly follow all foreign-born individuals who ever worked in the U.S., there
may be even less evidence of the American Dream. The story, however, is actually much more
complex: the U.S. immigrant population is a mix of individuals from various origins, with
various starting points, and completely different progressions over time. Scholars and policy
makers should keep in mind that “the average immigrant” fails to represent any specific

immigrant in reality.
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Figure 1. Possible transitions between six earnings states
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Table 1. Population sizes of immigrants from the top 20 sending countries/areas in 1978 (aged

26-30)
Proportion of all
immigrants in the
Population Size cohort
Mexico 7,247 0.17
Iran 2,640 0.06
India 1,825 0.04
Taiwan 1,752 0.04
Japan 1,575 0.04
Dominican Republic 1,544 0.04
The Philippines 1,527 0.04
South Korea 1,449 0.03
The United Kingdom 1,292 0.03
China 1,047 0.03
Poland 1,040 0.02
Haiti 968 0.02
Canada 962 0.02
Jamaica 846 0.02
Nigeria 805 0.02
Russia (the U.S.S.R.) 653 0.02
Portugal 600 0.01
Egypt 473 0.01
Italy 468 0.01
Germany 372 0.01

Total 29,085 0.70
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Table 2. Descriptive statistics of the population of foreign-born men and the sample of U.S.-born
men in 1979, by age group in 1978

Foreign-born U.S.-born
26~30 31~35 36~40 26~30 31~35 36~40
Initial earnings tertile
Bottom Tertile 0.57 0.58 0.59 0.30 0.30 0.30
Middle Tertile 0.18 0.14 0.12 0.30 0.30 0.31
Top Tertile 0.10 0.13 0.14 0.31 0.31 0.31
Temporary Exit 0.15 0.15 0.15 0.09 0.09 0.09
Permanent Exit 0 0 0 0 0 0
Emigration/Unknown 0 0 0 0 0 0
N 41,680 23,899 14,534 86,913 72,362 56,339
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Figure 2. Probability of temporarily exiting the labor force over time, Foreign- vs. U.S.-born men
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Figure 3. Probability of permanently exiting the labor force over time, Foreign- vs. U.S.-born

men
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Figure 4. Probability of (likely) emigrating permanently over time, Foreign- vs. U.S.-born men
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Figure 5. Share of individuals in different states over time, Foreign- vs. U.S. -born men
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Figure 6. Average years of individuals being employed and experiencing temporary and
permanent exits
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Figure 7. Share of individuals in different earnings states over time, by country of origin (x-axis:
years since arrival)
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Table 3. Basic description of the four groups in Figure 7

% Bottom tertile % Top tertile % Emigrated by Upward

upon arrival upon arrival fifth year mobility?
Group 1 30% or below 30% or above 20% or above Low
Group 2 60% or above 3% or below 5% or less Low
Group 3 65% or above Almost none 20% or above Very high

Group 4 40-50% About 10% 10% or less Moderate



