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Abstract

This study uses the 2013-2017 American Community Survey to explore differ-
ences in the returns to obtaining US citizenship for immigrants from the four largest
source countries relative to all other immigrants. We find that Chinese, Mexican,
and Filipino immigrants face a wage penalty prior to naturalization, while Indian
immigrants experience higher wages than other immigrants. Naturalization more
than offsets the wage penalty for Chinese and Filipino immigrants and partially off-
sets the wage penalty for Mexican immigrants. However, naturalized Indian immi-
grants earn less than non-naturalized Indian immigrants. We find only limited evi-
dence of a naturalization premium for immigrants from other countries.
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JEL Classification J31 - J38 - J61

Introduction

Research into the returns to citizenship has largely found a significant economic
benefit to immigrants choosing to naturalize. In general, naturalized immigrants tend
to have lower rates of unemployment, higher earnings, and wage growth, and tend
to be employed in occupations with more desirable job characteristics compared
to non-naturalized immigrants (Bratsberg et al. 2002; Steinhardt 2012; Gathmann
and Keller 2013; Helgertz et al. 2014; Euwals et al. 2010). While some studies have
examined how these labor market outcomes differ across countries and regions of
origin, these differences are mostly explained by differences in initial human capital
and the ease of assimilation. While these differences are indeed important, there is
another source of variation that has been largely ignored in the literature: differences
in the ability to naturalize. Empirical studies examining naturalization in the USA
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(e.g., Bratsberg et al. 2002; Akbari 2008) implicitly assume that the naturalization
process is the same for all immigrants, regardless of country of origin. However, this
is not the case.

According to US Citizen and Immigration Services, in order to qualify for natu-
ralization, an applicant must have been a lawful permanent resident (a.k.a. a “green
card” holder) for at least 5 years, or 3 years if married to a US citizen. After this
time, green card holders are eligible to apply for citizenship (USCIS 2016a). How-
ever, not all immigrants to the USA have the same access to green cards. With the
exception of immediate family members of US citizens, annual green card allocation
is restricted by quotas pertaining to immigrant category and country of origin. In
particular, the Department of State issues a maximum of 226,000 family-preference
sponsored visas and 140,000 employment-based visas per year. These two broad
categories are further subdivided into subcategories, with each receiving a percent-
age of the total visa allocation (USCIS 2016b). Furthermore, no more than 7% of
the total available visas may be issued to natives of any one independent country
(USCIS 2016c). In practice, this means that a maximum of approximately 25,000
green cards can be issued to applicants from any single source country, while the
rest of the applicants are placed on a waiting list. In fiscal year 2017, Mexico has 1.3
million applicants on the waiting list. China, India, and the Philippines each have
over 250,000 applicants on the waiting list (US Department of State 2016).

Given the backlog, applicants from the largest immigrant source countries might
wait several years to obtain lawful permanent residence, making the time to natu-
ralization much longer for some groups than others. This can substantially increase
the costs of obtaining citizenship, thus altering the composition of the naturalized
immigrant population. Furthermore, since there are additional quantitative limits on
classes of visas, wait times can vary widely even for applicants from the same coun-
try. For example, while there is no waitlist for workers with advanced degrees from
Mexico and the Philippines, the wait time to get a green card for brothers and sisters
of adult US citizens can be longer than 20 years. China and India have shorter wait
time for family-based green cards than Mexico and the Philippines, but longer wait
time for employment-based green cards. This is especially the case for India, with
more than 10 years of wait time in the EB2 and EB3 categories as of July 2019 (US
Department of State 2019). These excessively long wait times could hinder wage
growth as immigrants are excluded for certain sectors of the labor force, of excluded
all together if they have to remain in their home country while they wait for a green
card.

If the returns to naturalization vary across different countries of origin, then this
quota system is a potential source of unrealized gains within the economy. This
study represents a step toward understanding how the visa quota system affects
immigrants from oversubscribed countries. In particular, we examine differences
in earnings between naturalized and non-naturalized immigrants, paying particular
attention to immigrants from the four largest source countries for immigrants to the
USA: China, India, Mexico, and the Philippines. We compare this naturalization
premium to immigrants from the rest of the world to determine whether natural-
ized immigrants from oversubscribed countries benefit more or less than immigrants
from other countries. We find that the premiums are larger than average for Chinese,
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Mexican, and Filipino immigrants, but smaller than average for Indian immigrants.
Furthermore, we find that Chinese, Mexican, and Filipino immigrants face a wage
penalty compared to other migrants. We find that naturalization more than offsets
this penalty for Chinese immigrants, but only partially offsets the penalty for Mexi-
can and Filipino immigrants. Finally, we find no evidence of a naturalization pre-
mium for immigrants from the rest of the world.

Economic Assimilation and the Naturalization Premium

A wide body of the literature has examined how immigrants fare in the labor mar-
ket. Much of this literature focuses on immigrants’ labor market performance rela-
tive to natives, and the role that assimilation and citizenship play in labor market
outcomes. Chiswick (1978) was one of the first to investigate the effect of citizen-
ship on earnings. While he initially found evidence that naturalized immigrants earn
more than non-naturalized immigrants, after controlling for years since migration,
this effect disappeared. Hence, he concluded that naturalized immigrants earn more
due to more experience in the USA, rather than naturalization itself. The general
explanation of this finding is that new immigrants lack the necessary information
and skills necessary for labor market success when they first arrive. However, over
time they assimilate to local labor market conditions, and their wages catch up to
natives’ wages. Further, if immigrants are positively selected, eventually their wages
will surpass those earned by natives. The findings of this seminal study, that natural-
ization was insignificant and immigrants’ earnings catch up over time, coupled with
a dramatic shift in immigrant demographics that was occurring at the time led the
research narrative over the next few decades to focus attention away from the effects
of naturalization and toward identifying more precise estimates of the rate of wage
growth for various immigrant cohorts and regions of origin.

Perhaps the most important point of contention with Chiswick’s (1978) findings
was that the data were restricted to white males observed in the 1970 Census. Given
that in the 1950s, “approximately two-thirds of all immigrants arrived from Europe,
Canada, or Australia” (LaLonde and Topel 1992), this may have been an appropri-
ate group to study at the time. However, reforms to immigration law in 1965 meant
that the typical immigrant in the future may not be well represented by the white
male who arrived in the previous 50 years. Prior to the Immigration and Naturaliza-
tion Act of 1965, the USA utilized a country-of-origin quota system that allowed
entry based on 1890 population ratios. This system largely favored immigrants from
Western Europe, while excluding immigrants from Eastern and Southern Europe, as
well as other parts of the world, particularly Asia and Latin America. The removal
of the quota system in 1965 dramatically changed the demographic profile of immi-
grant flows into the USA. Between the 1970 and 1980 Census, recent arrivals from
Europe fell from 30% of the new immigrant population to 14%, while recent arrivals
from Asia, and Central and South America rose from 39% to 67% (Pew Research
Center 2015, p. 35). In the 50 years since 1965, only 12% of immigrants come from
Europe, while 51% come from Latin America and 25% come from South/East Asia
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(Pew Research Center 2015, p. 19). Furthermore, the new law put an emphasis on
family-based preferences in immigration over employment-based preferences.

These changes in cohort demographics combined with the cross-sectional nature
of the data led future research largely to ignore the effects of naturalization and
focus mostly on whether the observed effects on immigrant wage growth were due
to assimilation effects or changes in cohort quality. That is, if immigrants entering
the country in 1970 are more likely to come from countries with lower levels of
human capital than immigrants who arrived in 1950, it follows that these later immi-
grants would have less human capital and therefore not perform as well in the labor
market. Thus, the observed differences between recent arrivals and previous arrivals
are not due to the previous arrivals having been in the country longer, but that they
came with more human capital to start with. Thus, research on immigrant perfor-
mance over the decades to follow was largely focused on identifying the accurate
rate of wage growth for various immigrant groups, according to arrival cohorts and
places of origin (e.g., Borjas 1985, 1995; Chiswick 1986; Duleep and Regets 1997;
Lalonde and Topel 1992).

It was not until the turn of the century that economists began looking again at the
labor market benefits of naturalization. Bratsberg et al. (2002) revisited the ques-
tion of returns to naturalization, highlighting the labor market advantages natural-
ized citizens have over non-naturalized immigrants. First, US citizens have access to
certain federal and local government jobs that non-citizens do not. Also, employers
may prefer US citizens over non-citizens for a variety of reasons. Employers may
have a taste for discrimination or be fearful of running afoul of immigration laws.
Additionally, acquiring citizenship may signal to employers an applicant’s level of
commitment to stay in the USA and willingness to invest in US-specific human
capital. Finally, there may be selection effects based on unobservable characteris-
tics. Using both cross-sectional (1990 Census and 1994—-1998 CPS) and longitudinal
data (NLSY), they find that naturalized citizens (1) earn higher wages, on average,
primarily due to higher rates of wage growth, (2) are more likely to be employed
in public-sector, white-collar, and union jobs, and (3) benefits of naturalization are
larger for immigrants from less-developed countries. A later study by Akbari (2008),
using data from the 2000 Census, similarly finds that the returns to naturalization are
substantially higher for immigrants from developing countries. However, he finds
the returns to naturalization to be smaller for migrants from developing countries
working in professional occupations, perhaps due to lack of recognition of foreign
credentials.

Outside of the USA, other studies find similar results. DeVoretz and Pivnenko
(2005) find that immigrants to Canada from non-OECD countries receive a higher
naturalization premium than immigrants from OECD countries. Steinhardt (2012)
finds that naturalization benefits Turkish immigrants and “third country nationals”!
more than immigrants from EU, European Economic Area, or OECD countries.
Corluy et al. (2011), examining immigrants to Belgium, find no significant effect of

! Third country nationals refer to countries outside of the EU that do not have bilateral labor agreements

with Germany.
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naturalization on wages for immigrants from Western countries of origin. However,
there is a positive effect on wages for immigrants from non-Western countries, par-
ticularly from North Africa and South America.

Within all of the literature examining the naturalization premium, there is the
underlying question of whether the increases in wages or wage growth are due to
selection bias, or whether it is a causal effect. Many studies are unable to disentangle
these effects due to data constraints. Those that do generally find that the naturaliza-
tion premium is a combination of both selection and causal effects. As mentioned
above, causal impacts may be derived from access to certain jobs only available to
citizens, or signaling effects to employers. Selection among immigrants, however,
may be positive or negative. Positive selection may occur through successful social
integration. As an immigrant assimilates and begins to identify with the culture of
the host country, this might lead to both positive labor market outcomes and the
desire to obtain citizenship. Further, the desire to obtain citizenship may arise from
successful labor market outcomes. That is, if an immigrant secures a successful
job in the host country, they may wish to obtain citizenship to ensure their right to
remain in the host country (Euwals et al. 2010). On the other hand, negative selec-
tion might occur if low-earning immigrants choose to naturalize to access welfare
state benefits of the host country (Euwals et al. 2010), or successful migrants may
decide to return home if their accumulated savings have higher purchasing power in
their home country (Wahba 2015). While selection is generally found to be positive
(Bratsberg et al. 2002; Scott 2008), Euwals et al. (2010) find some evidence of nega-
tive selection in the case of Germany. However, this negative selection is only with
respect to tenured employment probability, which they attribute to immigrants want-
ing to obtain citizenship before temporary contracts expire.

It should not be surprising that evidence of negative selection is rare in the lit-
erature. The naturalization process can be rather costly, in monetary costs as well
as time and effort. Under standard utility maximization theory, rational immigrants
would not choose to naturalize unless expected future benefits exceed those costs. In
the case of naturalizing in order to get welfare state benefits, it is unlikely that the
additional benefits received would exceed the costs associated with the naturaliza-
tion process. Furthermore, in many countries, immigrants must be able to demon-
strate economic self-sufficiency before they can become citizens. It is also unlikely
that a desire to return to their home country would prevent successful immigrants
from naturalizing. Unless the country forbids dual citizenship and has strict regula-
tions governing non-citizens, for example, preventing foreigners from owning real
estate or inheriting wealth, naturalizing in the host country would not impose a sig-
nificant additional cost in that respect. Thus, the costs associated with naturalization
process serve as a screening mechanism which tends toward positive selection.

One glaring hole in the literature on US naturalization is that it assumes the pro-
cess is the same for all immigrants, and that the decision to naturalize is solely a
function of demographic characteristics, such as age and human capital. However,
while all immigrants wishing to naturalize must follow the same steps, quantita-
tive limits on visa issuance have created a substantial difference in the time costs
associated with the naturalization process depending on the immigrant’s country
of origin. Depending on the category of visa applied for, immigrants from China,
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India, Mexico, or the Philippines might have to wait as much as 25 years longer
than immigrants from other countries to obtain lawful permanent resident status
(US Department of State 2019), which is an intermediate step in the naturalization
process. Coon and Chi (2018) find that each additional year of wait time is associ-
ated with a 2% reduction in annual earnings for immigrants who entered the USA
on temporary work visas. They also find a negative relationship between earnings
and wait times for those who entered on student visas and have waited longer than
5 years to obtain lawful permanent resident status. These substantial differences in
wait times are likely to deter many immigrants from undertaking the process of nat-
uralizing and realizing potential gains from naturalization. Further, excessive wait
times may result in migrants returning to their countries of origin, potentially los-
ing many immigrants that would otherwise contribute significantly to the US labor
market. Relaxing and/or removing per-country visa limits would help prevent these
unrealized gains.

While there has been a fairly large amount of attention paid in the literature to dif-
ferences in immigrant origin, for the most part it ignores naturalization, and primar-
ily highlights the differences in human capital between Western Europe and other
parts of the world. As such, much of the immigrant population in the USA is lumped
into broad groups such as Asia, Latin America, Middle East, or “developing coun-
tries.” Very few studies have looked at economic performance of immigrants from
specific countries (with Mexico and Cuba being notable exceptions), and those that
do are aimed at highlighting underlying human capital differences between countries
within a specific region. Lin (2013) examines the labor market performance of eth-
nic Chinese immigrants to the USA from mainland China, Hong Kong, and Taiwan.
Aly and Ragan (2010) compare US labor market performance for immigrants from
different Arab countries. Wu and Seeborg (2012) analyze differences in wage con-
vergence between immigrants from Mexico and China in the USA. All three of these
studies ascribe the difference in outcomes between these countries to differences in
the human capital immigrants bring with them. None of these studies, however, con-
sider the role of naturalization and the effect it may have on labor market access as a
contributing factor to differences in earnings.

In the sections below, we estimate the naturalization premium for immigrants
from the four main oversubscribed source countries: China, India, Mexico, and
the Philippines. Immigrants from these four countries have the longest wait times
to obtain green cards, and, thus, naturalization. Understanding how naturalization
affects these immigrants will be critical in developing a more efficient immigration
system. We compare the estimates for these four countries with estimates for immi-
grants from the rest of the world. Our findings indicate that the arbitrary visa quota
system leads to an inefficient distribution of citizenship.

Data and Methodology
Our aim in this study is to estimate the “naturalization premium” as described by

Euwals et al. (2010), according to country of origin. To determine the naturalization
premium, we estimate the following wage equation
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In(Y,) = BN+ X BCi+ Y B5(N;) # (Cy) + TX; + ¢
j=1 j=1

where Y, is the annual wage and salary income, N, is a binary variable equal to 1
if the immigrant is naturalized, C; is also a binary variable equal to 1 if individual
i was born in country j, where j € {China, India, Mexico, Philippines}, and X is a
vector of individual and demographic control variables. Our estimate of the natu-
ralization premium for each country, j, is y = f; + p;C;. As described by Euwals
et al. (2010), the naturalization premium consists of three components, such that
Y =Y+ Vps + Vue Where y, is the causal impact of naturalization, y,, represents a
positive selection effect, and y,,, is a negative selection effect. If the coefficient esti-
mate is positive, this would indicate that the causal impact and positive selection
effect outweigh any negative selection effects, and vice versa for a negative coef-
ficient estimate.

This study uses data from the 2013-2017 5-year American Community Sur-
vey Public Use Microdata Sample (Ruggles et al. 2019). We restrict the sample to
include foreign-born, working-age males with nonzero income who worked full
time.? Additionally, we follow Mazzolari (2009) to restrict the sample to only indi-
viduals who were at least 18 years old when they arrived in the USA, and have been
in the USA for at least 5 years in order to eliminate those who gained citizenship
through their parents’ naturalization and nonimmigrant respondents.

Table 1 reports summary statistics for selected variables. Among all immigrant
men who were at least 18 years old when they arrived in the USA, had positive wage
and salary income in the year prior to when the survey was administered, and have
been in the USA for at least 5 years, mean annual earnings were just over $60,000.
Naturalized immigrants earned approximately $23,000 per year more than their
non-naturalized counterparts. Indian immigrants have the highest annual earnings
with an average of $113,668, while Mexican immigrants have the lowest at $34,312.
Across all subgroups, naturalized immigrants have higher earnings.

In the full sample, 49.4% of immigrants are naturalized. Filipino immigrants
have the highest rate of naturalization at 74.1%, while Mexican immigrants have the
lowest rate at 26.1%. Slightly more than half of Indian and Chinese immigrants are
naturalized.

In addition to naturalization status, we include several control variables similar to
those proposed by Lin (2013) that might influence an immigrant’s earning potential.
We include age, and its square, to proxy for potential work experience. The aver-
age age in our sample is 45.5 years old, and naturalized immigrants are, on aver-
age, approximately 7 years older. Across all subgroups, the average age is between
42 and 49 years, and naturalized immigrants are older, on average. The largest age
difference between naturalized and non-naturalized immigrants is among Indian
immigrants at 10.6 years. The smallest difference, 4 years, is found among Filipino

2 Estimates that include part-time workers, as well as for female workers, yield similar results. These
results are available upon request.
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immigrants. We also include the number of years, and its square, the immigrant has
been in the USA to control for assimilation effects. The average immigrant has been
in the USA for 18.5 years. Naturalized immigrants have been in the USA approxi-
mately 7 years longer than non-naturalized immigrants. Indian immigrants have
the least average experience in the USA, 15.56 years, but the largest gap between
naturalized and non-naturalized immigrants, 10 years. Additionally, as a proxy for
immigrant networks, we include the share of the immigrant population in the immi-
grant’s place of residence. We expect areas with larger immigrant populations will
provide better labor market opportunities for immigrants in general. This could
either be due to immigrants’ propensity to locate in areas with more labor demand,
or through information sharing among immigrant networks. Immigrants who speak
English will also likely have access to more and better jobs, so we include a variable
for English fluency. Mexican immigrants have the lowest rate of English fluency,
but also the largest gap between naturalized and non-naturalized immigrants. Over
70% of naturalized Mexican immigrants are fluent in English, compared to only 42%
among non-naturalized immigrants. As a final control for human capital, we include
education levels. Across the entire sample, 33% have a college degree. However, this
number varies widely across country of origin. Approximately half of Chinese and
Filipino immigrants have college degrees. However, 87% of Indian immigrants have
college degrees, but only 6% of Mexican immigrants have degrees. Interestingly,
Indian immigrants are the only subgroup for which the share of college graduates
is smaller for naturalized citizens. We also control for whether an individual is cur-
rently in school. We expect current students to earn less as they are less likely to be
fully engaged in the labor market. Similarly, we include the number of weekly hours
worked, as those who work more are likely to earn more. We also include household
characteristics. Naturalized immigrants are more likely to be married, with highest
marriage rates among Indian immigrants. Mexican immigrants tend to have more
children than other immigrant groups. Across all subgroups, naturalized immigrants
are more likely to be married and have more children. Since earnings can fluctuate
across geographic locations, we include a set of regional controls and whether the
household is in a metropolitan area. Finally, we include survey-year fixed effects,
and an indicator variable for the decade of arrival to control for potential cohort
effects.’

3 For ease of exposition, we exclude these results from the tables below. In general, we find real earn-
ings were higher for respondents in the 2015-2017 survey years, relative to 2013. Additionally, we find
cohorts entering after 1980 earn 10-20% less than those entering prior to 1980. These results are consist-
ent with prior findings by Borjas (1995). Our main findings are robust to inclusion/exclusion of survey-
year and cohort fixed effects.
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Table2 OLS estimates, immigrant full-time workers; dependent variable: In(annual wage and salary

income)
(D 2) 3) (€] ) ©)
Naturalized 0.0722%# 0.0692%x 0.0339%5 0.0705% 0.0892% 0.0444%5%
(0.0042) (0.0043) (0.0048) (0.0043) (0.0044) (0.0055)
Chinese —0.08447%% —0.0793%*
0.0119) 0.0124)
Chinese*Naturalized 0.07407%x 0.0878%3
(0.0169) 0.0174)
Mexican —0.136] %% — 012743
(0.0052) (0.0054)
Mexican*Naturalized 0.0839%:#:* 0.0736%:**
(0.0080) (0.0084)
Filipino —0.1476%* —0.1579%#
(0.0171) 0.0173)
Filipino*Naturalized 0.0998%** 0.1208%#%*
(0.0193) (0.0195)
Indian 0.313 1% 027195
(0.0086) (0.0089)
Indian*Naturalized —0.1557%%:* —0.1162%%#:*
0.0124) (0.0128)
Usual hours worked ~ 0.0123%# 0.0123%#x 0.0122:% 0.0122%# 0.0125%#x 0.0124%5
per week (0.0002) (0.0002) (0.0002) (0.0002) (0.0002) (0.0002)
Immigrant share 0.0857# 0.0925°%5 0.0577% 0.0859% 0.0877+* 0.0676% %%
in community of (0.0190) 0.0191) (0.0190) (0.0190) (0.0189) (0.0190)
residence
Married 0.141 1% 0.14283 0.1382%5% 0.1410% 3 0.1250% 5 0.1254%5
(0.0044) (0.0044) (0.0044) (0.0044) (0.0045) (0.0045)
Fluent English- 0.2193%5 0.2179%# 0.2039% 0.2221 %35 0.2087 0.1978%#*
speaker (0.0044) (0.0044) (0.0045) (0.0044) (0.0044) (0.0045)
Age 0.0459% 3 0.0460% 0.0445%5% 0.0459%33 0.0472% 35 0.04607%
(0.0018) (0.0018) (0.0018) (0.0018) (0.0018) (0.0018)
Age? —0.0005%#%  —0.0005%*%  —0.0005%F%  —0.0005%%%  —0.0005%F*  —0.0005%**
(0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000)
Years in USA 0.0100%: 0.0098#* 00136+ 0.0098: 0.0115%#* 0.0141%35%
(0.0014) 0.0014) (0.0014) (0.0014) (0.0014) (0.0014)
(Years in USA)? —0.0001% —0.0001 —0.0001%#%  —0.0001 —0.00013% —0.0001 3%
(0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000)
# of Children —0.0027 —0.0030% 0.0009 —0.0027 —0.0008 0.0020
(0.0015) (0.0015) (0.0015) (0.0015) (0.0015) (0.0015)
West 0.0562% 0.0568°% 0.0667%% 0.0601%% 0.0546% 0.0692#x
(0.0044) (0.0044) (0.0044) (0.0044) (0.0043) (0.0044)
Northeast 0.0657% 0.0675% 0.0473 5% 0.0657%5 0.0624% 5 0.0468*
(0.0054) (0.0054) (0.0054) (0.0054) (0.0054) (0.0054)
Midwest 0.0170%* 0.0181% 0.0190%* 0.0174% 0.0105 0.0145%*
(0.0062) (0.0062) (0.0062) (0.0062) (0.0061) (0.0062)
High school 0.1340%3 0.1349%5 0.1164% 0.1355%5 0.1319%3: 0.1179%:5
(0.0047) (0.0047) (0.0047) (0.0047) (0.0047) (0.0047)
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Table 2 (continued)

1 @] (3) ) 5) (6)
Some college 0.3007%%* 0.3015%#* 0.2699%#* 0.3052%#%* 0.2948%#* 0.2715%#%*
(0.0063) (0.0063) (0.0065) (0.0064) (0.0063) (0.0065)
Bachelor’s degree 0.7084%%* 0.7095%** 0.6697%#%* 0.7150%%* 0.6753%*%** 0.6493*#*
(0.0065) (0.0065) (0.0068) (0.0066) (0.0066) (0.0069)
Graduate studies 1.1345%#* 1.1398%#* 1.0893 % 1.1348%* 1.0713%%* 1.0394%3
(0.0062) (0.0063) (0.0065) (0.0062) (0.0065) (0.0069)
Metrolw 0.0644 0.0631 0.0650 0.0582 0.0569 0.0506
(0.0338) (0.0338) (0.0341) (0.0336) (0.0336) (0.0338)
Currently in school —0.2191%*%  —(0.2184***  —(0.2210%%*  —0.2202%**%  —0.2036***  —(0.2071%**
(0.0110) (0.0110) (0.0110) (0.0110) (0.0109) (0.0109)
Constant 8.3776%** 8.3789%** 8.4927% % 8.3827%** 8.3238%** 8.4422% %%
(0.0720) (0.0720) (0.0722) (0.0720) (0.0717) (0.0720)
Survey-year fixed Yes Yes Yes Yes Yes Yes
effects
Cobhort effects Yes Yes Yes Yes Yes Yes
N 230,758 230,758 230,758 230,758 230,758 230,758
F 3428.2154 3194.6215 3268.0757 3193.3247 3413.7534 2879.1362
P 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000

Standard errors in parentheses; *p <0.05, **p <0.01, ***p <0.001

Results
Main Results

Table 2 presents our results for the estimates of the model presented above. The
baseline model, which does not control for country of origin, in Column 1 shows
that on average, naturalized immigrants earn 7.2% more than non-naturalized immi-
grants. These results are consistent with previous findings by Bratsberg et al. (2002),
who find naturalized immigrants earn between 5 and 11% more than non-natural-
ized immigrants. Columns 2-5 introduce controls for country of origin for the USA’
four largest immigrant source countries, allowing for a comparison of the outcomes
immigrants from each country face relative to immigrants from all other countries.
In general, we find that Chinese, Mexican, and Filipino immigrants earn less than
non-naturalized immigrants from other countries, while non-naturalized Indian
immigrants earn more. The naturalization premium for Chinese, Mexican, and Fili-
pino immigrants is larger than the naturalization premium for other immigrants, as
indicated by the positive and significant coefficients of the interaction term. How-
ever, the naturalization premium for Indian immigrants is not only less than that of
other immigrants, but is, in fact, negative.

Column 6 includes all four nationalities and produce largely the same pattern of
results as found in Columns 2-5. We find that the naturalization premium for immi-
grants from countries other than China, Mexico, the Philippines, and India is 4.4%,
which is smaller than that found in Column 1. Immigrants from Mainland China
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face a wage penalty when compared to other immigrants, with non-naturalized Chi-
nese immigrants earning 7.9% less than non-naturalized immigrants from the rest
of the world. However, the naturalization premium for immigrants from Mainland
China is approximately 13.2%. This more than offsets the initial wage penalty, and
suggests naturalized Chinese immigrants would earn 5.3% more than non-natural-
ized immigrants from the rest of the world, and 0.8% more than naturalized immi-
grants from the rest of the world.

Mexican immigrants face a larger wage penalty than Chinese immigrants, earn-
ing 13.6% less than immigrants from the rest of the world. In the case of Mexican
immigrants, though, naturalization does not completely offset that loss. Although
naturalized Mexican immigrants earn 11.8% more than non-naturalized Mexican
immigrants, after accounting for the wage penalty, a naturalized Mexican earns 5.4%
less than naturalized immigrants from the rest of the world, and 0.9% less than non-
naturalized immigrants from the rest of the world.

The largest wage penalty, 15.8, is faced by Filipino immigrants. However, similar
to Chinese immigrants, a substantial naturalization premium of 16.5% offsets this
penalty, with naturalized Filipino immigrants earning 0.7% more than non-natural-
ized immigrants from the rest of the world. However, Filipino immigrants earn 3.7%
less than naturalized immigrants from the rest of the world.

Indian immigrants earn substantially higher wages than other immigrant groups.
Non-naturalized Indian immigrants earn 27.2% more than immigrants from the rest
of the world. However, the coefficients for naturalization and the interaction term
suggest that naturalized Indian immigrants earn 12.2% less than non-naturalized
Indian immigrants, after controlling for other factors. That is, the wage premium
is negative. As mentioned above, a negative wage premium implies that negative
selection effects outweigh all causal wage effects and any positive selection effects.

Column 6 includes all four nationalities and produces largely the same results
as found in Columns 2-5. We find that the average wage premium for a naturalized
immigrant from any country other than the four largest is 4.7%. Naturalized Chinese
immigrants earn 8% more than naturalized immigrants from the baseline group, and
18.6% more than non-naturalized Chinese immigrants. Naturalized Mexican immi-
grants earn 7.9% more than non-naturalized Mexican immigrants, but 7% less than
naturalized immigrants in the baseline group, and 2.3% less than non-naturalized
immigrants in the baseline group. Similarly, naturalized Filipino immigrants earn
17% more than their non-naturalized countrymen, but still earn substantially less
than immigrants in the baseline group, regardless of naturalization. Finally, we find
that although naturalized Indian immigrants earn significantly more than naturalized
immigrants in the baseline group, they earn less than non-naturalized Indian immi-
grants after controlling for other characteristics.

The results in Column 6 assume that the effects of changes in covariates other
than naturalization on income are the same across all groups. To examine how
heterogeneity among covariates might affect our estimates of the naturalization
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Table3 OLS estimates, full-time workers by country of origin, dependent variable: In(annual wage and

salary income)

@ (@) 3 “ (&) (6)
Full China Mexico Philippines  India Other
Naturalized 0.0722%**  0.0876%**  0.1815%**  0.1540%*%*  —0.0611%** (.0213%**
(0.0042) (0.0201) (0.0077) (0.0205) (0.0183) (0.0058)
Usual hours 0.0123***  0.0060%**  0.0129***  0.0107**%*  0.0081***  (0.0135%%**
worllied per (0.0002) (0.0011) (0.0004) (0.0013) (0.0008) (0.0003)
wee
Immigrant share  0.0857***  0.0647 0.1227***  —0.1646 0.3341%**  0.0173
in community (0 0190) (0.0845) (0.0348) (0.0866) (0.0635) (0.0260)
of residence
Married 0.1411%**  0.1105%**  0.1030%**  0.0924%**  (.1582%**  (.1338%**
(0.0044) (0.0272) (0.0067) (0.0229) (0.0248) (0.0063)
Fluent English- ~ 0.2193***  (.3255%%*  (.1392%**  (.1653%**  (.1764***  (.2326%**
speaker (0.0044) (0.0286) (0.0059) (0.0406) (0.0418) (0.0070)
Age 0.0459***  0.0538***  0.0390%**  0.0459%**  (0.0819%**  (.0504%**
(0.0018) (0.0096) (0.0031) (0.0085) (0.0076) (0.0026)
Age? —0.0005*%**  —0.0006%** —0.0005*** —0.0006%** —0.0010*** —0.0005%**
(0.0000) (0.0001) (0.0000) (0.0001) (0.0001) (0.0000)
Years in USA 0.0100%**  0.0214*%* 0.0032 0.0188%*%* 0.0250%**  0.0141%**
(0.0014) (0.0069) (0.0023) (0.0067) (0.0045) (0.0020)
(Years in USA)>  —0.0001* —0.0004* 0.0001 —0.0000 —0.0002 —0.0002%**
(0.0000) (0.0002) (0.0001) (0.0001) (0.0001) (0.0000)
# of Children —0.0027 0.0194* 0.0101***  0.0076 0.0100 —0.0039
(0.0015) (0.0095) (0.0022) (0.0077) (0.0074) (0.0022)
West 0.0562***  0.1950%**  —0.0131* 0.0016 0.1647***  (.1159%%*
(0.0044) (0.0230) (0.0066) (0.0257) (0.0162) (0.0067)
Northeast 0.0657***  0.0424 —0.0206 0.0954%* 0.0561***  (0.0814%%*
(0.0054) (0.0274) (0.0146) (0.0310) (0.0157) (0.0069)
Midwest 0.0170%* —-0.0412 0.0200%* 0.0227 —0.0028 0.0227*
(0.0062) (0.0312) (0.0097) (0.0376) (0.0178) (0.0092)
High school 0.1340%**  0.1343***  (0.0972*%**  —0.0202 0.1487%%* 0.1469%**
(0.0047) (0.0293) (0.0063) (0.0580) (0.0538) (0.0076)
Some college 0.3007***  0.3198***  0.2078***  0.1009 0.3460%**  (.3043%**
(0.0063) (0.0413) (0.0109) (0.0578) (0.0577) (0.0092)
Bachelor’s 0.7084***  0.7290%**  (0.4365***  0.4679%**  1.0488***  (.6508%**
(0.0065) (0.0416) (0.0179) (0.0581) (0.0512) (0.0094)
Graduate studies  1.1345%**  12681%**  (.8515%**  (.7768***  12872%**  1.026]%**
(0.0062) (0.0358) (0.0254) (0.0650) (0.0509) (0.0095)
Metro 0.0644 —-0.0356 0.0582 0.1867* 0.1915 0.0598
(0.0338) (0.0883) (0.0463) (0.0849) (0.3035) (0.0555)
Currently in —0.2191%*%%  —0.4120*%*%* —0.0404 —0.1096 —0.1891%**  —(.2144%**
school (0.0110) (0.0491) (0.0276) (0.0568) (0.0367) (0.0131)
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Table 3 (continued)

)] @) 3 “ (&) (6)

Full China Mexico Philippines  India Other
Constant 8.3776%**%  8.4597***  B.5064**F* - 83350%**  8.1622%**  8.2350%**

(0.0720) (0.3039) (0.1127) (0.2838) (0.4018) (0.1061)
Survey-year fixed Yes Yes Yes Yes Yes Yes

effects

Cobhort effects Yes Yes Yes Yes Yes Yes
N 230,758 11,382 63,601 11,070 20,554 124,151
F 34282154  302.4026 312.0445 62.7100 200.4607 1359.7131
p 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000

Standard errors in parentheses; *p <0.05, **p <0.01, ***p <0.001

premiums, we estimate the wage equation for each group separately.* These results
are presented in Table 3. Examining the other covariates reveals interesting varia-
tion in earnings determinants. Mexican and Indian immigrants earn more in areas
with higher shares of immigrants in the community, whereas we find no significant
difference for other immigrant groups. Fluency in English is associated with higher
earnings for Chinese immigrants than other immigrant groups, with fluent English
speakers earning 33% more than other Chinese immigrants. Indian and Chinese
immigrants have the highest returns to experience in the USA among all groups,
increasing earnings by 2.5 and 2.1% for each additional year in the USA, respec-
tively. Chinese and Indian immigrants tend to earn more in Western states, and Fili-
pino immigrants earn more in the Northeast. Chinese and Indian immigrants also
appear to have higher returns to education than other groups.

Allowing for heterogeneity among the covariates does not change the sign or sig-
nificance for any of our estimates of the naturalization premium. However, there are
some changes in the magnitude of the estimates. The estimate of the naturalization
premium for Chinese immigrants falls from 13.22 to 8.8%. Mexican immigrants’
naturalization premium increases from 11.8 to 18.2%. The estimates for Filipino
and Indian immigrants are similar to those reported in Table 2, at 15.4% and -6.1%,
respectively. The naturalization premium for immigrants from the rest of the world
falls by approximately half, from 4.4 to 2.1%. Taken together, these findings indi-
cate substantial differences in earnings associated with naturalization for Chinese,
Mexican, Filipino, and Indian immigrants vis-a-vis immigrants from the rest of the
world. In particular, the naturalization premium for Chinese, Mexican, and Filipino
immigrants is 4 to 9 times larger than the rest of the world, whereas Indians have a
negative naturalization premium.

4 A fully interacted model, available upon request, indicates significant differences between the effects of
several covariates across countries.
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Table 4 Naturalization premiums for full-time workers by country of origin and education, dependent
variable In(annual wage and salary income)

(6] @) (3 “) () ©6)

Full China Mexico Philippines  India Other
Full sample
Naturalized ~ 0.0722*%*%*  0.0876***  0.1815%**  (.1540%** —0.0611%*%*%  0.0213%**
(0.0042) (0.0201) (0.0077) (0.0205) (0.0183) (0.0058)
N 230,758 11,382 63,601 11,070 20,554 124,151
Less than 4 years of college
Naturalized ~ 0.1169%**  0.1162%**  0.1733***  (.]1374%** 0.0780 0.0550%**
(0.0050) (0.0297) (0.0079) (0.0287) (0.0401) (0.0071)
N 145,024 4560 59,647 5102 2624 73,091
4 years of college or more
Naturalized ~ 0.0128 0.0657 0.2432%**  (0.1779%** —0.0631%* —-0.0102
(0.0074) (0.0363) (0.0301) (0.0250) (0.0210) (0.0090)
N 85,734 6822 3954 5968 17,930 51,060

Standard errors in parentheses; *p <0.05, **p <0.01, ***p <0.001

Education Levels

To further explore possible factors related to the different naturalization premi-
ums, we examine another major difference in terms of immigrant composition
among these four countries: education levels. Not only does education impact
immigrant earnings, it also can affect their method of entry into the country, and
path to citizenship. Generally speaking, Chinese and Indian immigrants are rela-
tively more skilled than Mexican and Filipino immigrants. For example, accord-
ing to the Department of Homeland Security, 63.6% of Mexicans and 52.5% of
Filipinos obtained Lawful Permanent Resident (LPR) status in 2013 as imme-
diate relatives of US citizens, whereas 34.5% of Chinese and 29.2% of Indians
were in the same category. 51.4% of Indians obtained the LPR status through
employment-based preferences, and 27.1% of Chinese were in the same category.
A Similar pattern remained in 2017. Given that employment-based green cards
are primarily given to individuals with college degrees, and employment-based
green cards typically have shorter backlogs, whereas family-based green cards
have no education restrictions and longer backlogs, it is important to see if educa-
tion plays a role in different naturalization premiums received by these countries.
We divide our sample into two groups based on highest level of education com-
pleted. The first group includes individuals who completed less than 4 years of
college. This group includes individuals with less than a high school diploma, a
high school diploma, and some college, but not a bachelor’s degree. The second
group includes individuals with a bachelor’s degree or higher. We then estimate
the wage equation across countries and education levels.
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Table.S Naturallza?lon RS @ 3)
premiums for full-time workers .
by comparison region and Asia LAC Schengen/UK
education, dependent variable: §
In(annual wage and salary Full sample
income) Naturalized 0.0337 0.1125%** —0.0036
(0.0193) (0.0145) (0.0166)
N 16,070 17,178 13,768
Less than 4 years of college
Naturalized 0.0666%* 0.1155%** 0.0728%*
(0.0240) (0.0163) (0.0224)
N 9704 12,364 6598
4 years of college or more
Naturalized —0.0073 0.1103%*** —0.0827%%*
(0.0321) (0.0311) (0.0244)
N 6366 4814 7170

Standard errors in parentheses; *p <0.05, **p <0.01, ***p <0.001

Coefficient estimates for the naturalization premium for these groups are pre-
sented in Table 4, along with the top-line estimates from Table 3. We find that for
immigrants with less than 4 years of college, the naturalization premium is higher
for Chinese immigrants and immigrants from the rest of the world, when compared
to the full sample, and slightly lower for Mexican and Filipino immigrants. Further,
there is no significant difference in earning for naturalized Indian immigrants with-
out a college degree. This indicates the negative naturalization premium found in
the full sample is driven by higher-skilled Indian immigrants, which can be seen in
the results for immigrants with 4 years of college or more. We also find no signifi-
cant difference in earnings for naturalized college graduates from China and the rest
of the world, and a larger naturalization premium for Mexican and Filipino college
graduates.

Comparison Regions

In this section, we examine the results for countries from the rest of the world fur-
ther. Since the rest of the world contains a large and diverse set of countries, we
disaggregate further by constructing country groups that are geographically and
economically similar to Mexico, China, India, and the Philippines, but do not have
long wait times for obtaining lawful permanent resident visas. For the purpose of
comparing our results relative to China, India, and the Philippines, we estimate the
model on countries with similar incomes, lower-middle and upper-middle income,
South Asia, and East Asia and the Pacific. This group includes Bangladesh, Bhu-
tan, Cambodia, Indonesia, Laos, Malaysia, Myanmar, Pakistan, Sri Lanka, Thailand,

5 For ease of exposition, we withhold coefficient estimates for the other control variables from the table.
These results are available upon request.
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and Vietnam. For comparison of results relative to Mexico, we estimate the model
on countries with similar income, upper-middle income, in Latin America and the
Caribbean. This group includes Belize, Brazil, Colombia, Costa Rica, Cuba, Domi-
nica, Dominican Republic, Ecuador, Grenada, Guyana, Paraguay, Peru, St. Lucia,
St. Vincent, and Venezuela. Finally, we estimate the model on countries included
in the Schengen Area of Europe and the UK and Ireland. These countries are eco-
nomically similar to the USA, have free movement between each country, and have
relatively short wait times for immigrating to the USA. In addition to disaggregating
by region, we also disaggregate by education level, as above. These results are pre-
sented in Table 5.

For the full sample, we find no significant difference in earnings between natural-
ized citizens and other immigrants from Asia, and no difference in earnings between
immigrants from the Schengen Area and UK and Ireland. We find that naturalized
immigrants from Latin America and the Caribbean earn, on average, 11% more than
other immigrants from the region, indicating the causal and positive selection effects
outweigh negative selection effects. However, we note that this difference is substan-
tially lower than the difference between Mexican immigrants. For individuals with
less than 4 years of college, we find positive and significant difference for all three
regions. The naturalization premium for Asian immigrants is approximately half the
size of those found for Chinese and Filipino immigrants, and the naturalization pre-
mium for immigrants from Latin American and the Caribbean is approximately 6%
points lower than that for Mexican immigrants. For individuals with college degrees,
we find no significant difference in earnings for Asian immigrants. The naturaliza-
tion premium for immigrants from Latin American and the Caribbean is less than
half the size as the Mexican premium. Finally, college graduates from the Schengen
Area and UK and Ireland have a negative naturalization premium.

Discussion

The results presented above highlight stark differences in the naturalization pre-
mium among immigrants in the USA. In general, naturalized immigrants earn more
than non-naturalized immigrants. However, the differences in earnings that can be
associated with naturalization depend largely on the country of origin. We find that
the wage differential between naturalized and non-naturalized immigrants from
Mainland China, Mexico, and the Philippines is substantially larger than that of the
immigrant population as a whole. Further, after allowing for covariates to also differ
by country of origin, we find limited evidence of wage differential for immigrants
from countries not in the USA’ top four immigrant source countries. Finally, and
perhaps most interestingly, we find that Indian immigrants who naturalize earn less
than those who do not.

To better interpret our findings, let us first discuss the composition of the non-
naturalized group. Since the ACS data only identify foreign-born respondents as
naturalized or not naturalized, we do not know the visa status of respondents. Within
the non-naturalized group, respondents could have lawful permanent resident visas
obtained either through employment- or family-based preferences, temporary work
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visas (for example, H-1B visa holders), other nonimmigrant visas (for example, stu-
dent F visas), or could be undocumented. If the non-naturalized group is primar-
ily lawful permanent residents, then the naturalization premium we estimate is cap-
turing the premium from transitioning from lawful permanent resident to citizen.
However, if the non-naturalized group is primarily not lawful permanent residents,
then the naturalization premium is capturing the benefit from obtaining both law-
ful permanent status and citizenship. The transition from a temporary visa to law-
ful permanent resident could potentially be more valuable than the transition from
permanent resident to citizen. While we do not have visa status information, we can
make some inferences based on constraints placed on our data set and characteris-
tics of the immigration system. First, by restricting our sample to full-time work-
ers, we reduce the probability that respondents are students, since in most cases
they are restricted to a maximum of twenty hours per week. Thus, workers who are
not lawful permanent residents are likely to be H-1B visa holders or their spouses.
Based on data from the Department of Homeland Security (2019), between 2007
and 2017, 94% of H-1B visas awarded were received by workers from India (83%)
and China (11%). The Philippines and Mexico were awarded 3% and 1% of H-1B
visas over that same period, respectively, with the remaining 2% being distributed
among the rest of the world. Further, H-1B visas are almost exclusively awarded to
high-skill workers. Similarly, 86% of employer-sponsored green cards are awarded
to high-skill workers. While there are no skill-level requirements for family-spon-
sored green cards, 28% of immigrants who entered the USA prior to 2010 in this
category have college degrees. The Department of Homeland Security estimates
that in 2015, there were 6.58 million undocumented immigrants from Mexico in the
USA, 470,000 from India, 370,000 from the Philippines, and 320,000 from China
(Department of Homeland Security 2015). That is approximately twice the size of
the population of lawful permanent residents from Mexico. India’s undocumented
population is about 80% of the size of its lawful permanent resident population,
whereas the Philippines’ and China’s undocumented populations were 64% and 45%
the size of their lawful permanent resident populations, respectively. Finally, Pew
Research Center estimates that in 2016 only 4% of undocumented immigrants from
Mexico had a college degree, while 64% of undocumented immigrants from Asia
have a college degree. However, a substantial share of the college degrees are held
by undocumented immigrants who have been in the USA for 5 years or less, which
are excluded for our sample (Passel and Cohn 2019). Having separated our sam-
ple by education level, we can use the above information to make inferences about
the composition of the non-naturalized groups. This, in turn, will allow us to deter-
mine whether the naturalization premium is primarily capturing earnings differences
between naturalized citizens and lawful permanent residents, or whether part of the
observed premium is capturing the earnings gains associated with transitioning into
lawful permanent resident status.

Based on the information above, it is likely that the subset of immigrants with
less than 4 years of college would consist primarily of lawful permanent residents
who entered on family-sponsored green card and undocumented immigrants,
with the share of undocumented significantly larger among Mexican immigrants.
As such, the naturalization premiums estimated for this group largely represent a
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combination of both the benefits associated with transitioning from lawful perma-
nent resident to citizen, and the difference in earnings between naturalized citizens
and undocumented immigrants. Given that Mexico’s undocumented population is
substantially larger and less likely to have a college degree, it would be expected that
the estimated naturalization premium would be larger, which is indeed what we find.

For the subset of college graduates, disentangling the factors affecting the natu-
ralization premium is more complicated since the non-naturalized group could be
more diverse. The non-naturalized college graduates could be either family-spon-
sored or employer-sponsored lawful permanent resident, H-1B visa holders and
spouses, or undocumented immigrants. Based on H-1B allocations, it is likely that
there is a large representation among Indian college graduates, and a somewhat
smaller representation among Chinese college graduates, and very few in the rest
of the sample. It is also likely that a substantial share of Indian college graduates
are undocumented, given 92% of non-naturalized Indians are college graduates, and
they are almost equally as likely to be undocumented as they are to be lawful perma-
nent residents. There is also likely to be a somewhat smaller undocumented popula-
tion among Chinese and Filipino immigrants. But it is unlikely that there are many
undocumented immigrants among the Mexican college-educated sample, as well
as the rest of the world. This leaves the remainder of the sample to be green card
holders. Given that the employment-based visa backlog primarily affects Chinese
and Indian immigrants, it is likely that college-educated lawful permanent residents
from Mexico, the Philippines, and the rest of the world mostly hold employer-spon-
sored green cards. However, Indian and Chinese green card holders are likely to be a
mix of employer-sponsored and family-sponsored. In sum, among college-educated,
non-naturalized immigrants, Indian and Chinese immigrants are likely to be a mix
of all four possible statuses, with Indians having a higher share of both H-B1 and
undocumented immigrants. Filipino immigrants are likely to have a combination
of employer-sponsored lawful permanent residents and undocumented immigrants.
Immigrants from Mexico and the rest of the world are most likely to be employer-
sponsored lawful permanent residents.

Based on this characterization, the naturalization premiums for Mexico and the
rest of the world would be primarily due to the transition from lawful permanent
resident to naturalized citizen. The naturalization premium for Filipino immigrants
would be at least partially based on earnings differences between naturalized citi-
zens and undocumented immigrants. The naturalization premium for Chinese and
Indian immigrants would be a combination of differences in earnings due to transi-
tioning to naturalization from lawful permanent resident status, temporary worker,
or undocumented.

These findings highlight a potentially important source of unrealized gains in the
US immigration system, primarily driven by the method used for visa (green card)
allocation. Several previous studies have discussed and shown the labor market ben-
efits associated with citizenship. However, the current immigration law has created
a substantial backlog of visa applications from the four largest immigrant source
countries, preventing many who may benefit from naturalizing from doing so. To
the extent that our estimates are a combination of effects associated with naturaliza-
tion and transitioning to lawful permanent residency, reducing the visa backlog will
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contribute to economic gains along both dimensions, even if the visa recipients do
not ultimately become US citizens.

Another important factor for interpreting our findings is the extent to which the
earnings differences are causal effects, or selection effects. It is likely that our esti-
mates are picking up some causal effects and some selection effects. To the extent
that variation in naturalization premiums is being affected by visa backlogs, it is
likely that the observed variation in our estimates is due in some part to differences
in selection effects. While this study is unable to disentangle how much the naturali-
zation premium is due to causal effects versus selection bias, from a policy perspec-
tive, this is somewhat irrelevant. If the effects are causal, not allowing immigrants to
naturalize prevents them from realizing their true earnings potential. Optimal policy,
therefore, would allow more immigrants from countries with positive naturalization
premiums to become citizens. By extension, this would imply issuing more law-
ful permanent resident visas to immigrants from these countries. If, however, the
observed differences are due to positive selection into naturalization, then the policy
prescription is the same. Making naturalization difficult undoubtedly aids in ensur-
ing positive selection. If naturalization is costly, it follows that only those who stand
to benefit most will undertake the process. However, excessive wait times can make
naturalization too costly, thus eroding potential gains. This might dissuade otherwise
high-performing immigrants from naturalizing. In cases where we observe positive
naturalization premiums, it is also likely that high-earning immigrants at the margin
would like to naturalize, but are prevented from doing so due to quota limits. In the
long run, these immigrants may ultimately decide to return to their home countries,
and these high-performing immigrants will be removed from the US labor pool, thus
lowering overall productivity. Making it easier for these individuals to naturalize
will make it more likely to attract and retain higher-skilled workers. Thus, the results
above suggest that optimal policy would allocate more lawful permanent resident
visas to immigrants from China, Mexico, and the Philippines in order to encourage
higher rates of naturalization, up to the point where the naturalization premium is
similar to that observed among immigrants from other countries.

The policy implications for India, however, are somewhat less clear. If the
observed effect is due to negative selection, optimal policy would depend on the
cause of the negative selection. If negative selection is due to desire to access wel-
fare state programs, optimal policy would want to discourage naturalization. How-
ever, under US law immigrants have limited access to welfare programs. Addi-
tionally, Indian immigrants have the highest average income among all immigrant
groups, and our results in Table 4 find the negative naturalization premium for
Indian immigrants is primarily driven by high-skill workers, who would be less
likely to need welfare programs. Thus, this is an unlikely source of negative selec-
tion among Indian immigrants. Another potential source of negative selection is that
high earners might prefer not to naturalize due to a desire to return home with their
accumulated savings. India does not recognize dual citizenship. Therefore, in order
to become US citizens, they would be required to renounce their Indian citizenship.
Further, there are restrictions on the types of property non-citizens may own. For
example, non-citizens of Indian origin may acquire “immovable property,” that is,
real estate, with the exception of “agricultural land/farm house/plantation property”
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(Reserve Bank of India 2017). Such restriction increases the inherent cost of natural-
ization and might dissuade high-earning Indians from naturalizing. Thus, it is pos-
sible that negative selection is occurring if high-earning Indian immigrants intend to
return home at some point, but low-earning Indians do not.

There is, however, another channel through which the observed negative effect
might be occurring. As mentioned above, positive selection implies that high earn-
ers are more likely to naturalize. However, when countries are bound by the visa
limit, then some high earners who wish to naturalize are unable to. If this is the
case, then the naturalization premium is likely to be underestimated. That is, high
earners stuck in the non-citizen pool will drive up average earnings of non-citizens.
Thus, allowing these immigrants to naturalize would widen the gap between the two
groups by raising the average income among naturalized citizens and lowering aver-
age income among non-citizens. If the high-earning talent pool were sufficiently
large, it is possible that the estimated negative naturalization premium is not due
to a preference for low earners to naturalize, but due to the inability of high earners
to naturalize. This might indeed be the case for Indian immigrants, who have the
longest wait times for employment-based visas among the four countries analyzed
in this study. Depending on the category, wait times for Indian immigrants can be
5-12 years longer than immigrants from other countries (US Department of State
2019). As a result, it is likely that our sample contains a substantial share of workers
on H-1B visas. Since these workers tend to be employed in high-earning occupa-
tions, this could be driving the negative premiums we find.

One potential method of identifying negative selection would be to examine the
rate at which high-earning lawful permanent residents naturalize. Since they would
be legally eligible to naturalize 5 years after obtaining lawful permanent resident
status, if high-earning immigrants choose not to naturalize after eligibility, this
would provide evidence to support the negative selection hypothesis. If, on the other
hand, lawful permanent residents do tend to naturalize, this would suggest that the
negative earnings differential is an artifact of the immigration quota system. How-
ever, since this information is unavailable in the current data, we leave this to future
research.

Conclusion

In this study, we examine the naturalization premium for immigrants from the USA’
four largest immigrant source countries and compare them to immigrants from the
rest of the world. We find that naturalization is associated with higher earnings for
immigrants from China, Mexico, and the Philippines, and lower earnings for Indian
immigrants. Furthermore, after allowing covariate effects to differ by country of ori-
gin, we find only limited evidence of a naturalization premium for immigrants from
the rest of the world.

Our findings suggest an inefficient allocation of citizenship, likely stemming from
visa quota limits. Several previous studies have discussed and shown the labor mar-
ket benefits associated with citizenship. However, the current immigration law has
created a substantial backlog of visa applications from the four largest immigrant
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source countries, preventing many who may benefit from naturalizing from doing
so. While we acknowledge that this study does not control for selection into natu-
ralization, we believe that selection effects are at least partially driving our observed
results. However, based on the current system of visa allocation, selection into natu-
ralization, or at least the timing of naturalization, is not entirely up to the immi-
grant. This increased wait time increases the cost of naturalization, possibly prevent-
ing otherwise high-performing immigrants from naturalizing. In fact, our findings
regarding Indian immigrants suggest that the current immigration system may be
leading to negative selection into naturalization.

Our aim in this paper is to take a first step in examining an otherwise ignored
source of inefficiency in access to US citizenship. Though we find that immigrants
from the four oversubscribed countries face different naturalization premiums, data
limitations prevent us from identifying the true cost of the visa quota system. Exces-
sive wait times can prevent immigrants from entering the USA in prime earning-
growth years of their lives. This can put new immigrants at a disadvantage in terms
of earnings assimilation. Further, immigrants who enter on temporary visas lack the
same labor mobility as permanent residents and citizens. This, too, can limit earn-
ings growth, as well as lead to a general skills mismatch in the labor market. Thus,
barriers to permanent residency and naturalization could be a contributor to differ-
ences in assimilation rates identified in previous literature. Finally, excessive wait
times can prevent high-performing immigrants from coming all together, preventing
US employers’ access to a talented labor pool. All of these lead to inefficiencies in
the US labor market, and can be prevented by removing artificial barriers to obtain-
ing citizenship. We believe that more research on this area is necessary in order to
inform effective immigration policy.
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