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Introduction 

 

Studies on immigrant wages have filled the journals for almost forty years.   From them, 

we have learned much about immigrant and native wages, the wages of new entry cohorts of 

immigrants, and changes in the relative wages or earnings of immigrants compared with natives 

after years in the United States.  At the same time, there are areas that remain relatively 

unexplored in this immigrant literature.  The work in this paper considers the importance of  

citizenship.  Since citizenship rates were declining during almost all of the later half of the last 

century, and since natives automatically have citizenship but immigrants have to work for it, it 

seems time to consider whether it influences wage earning ability and whether wage earning 

ability affects the decision to nationalize. Changes in the returns to citizenship may also help to 

explain some of changes in initial wages and wage growth over time for immigrant cohorts.   

The results of this study have important economic and policy implications.  

Naturalization is usually thought of as a political, rather than an economic, decision. Are there 

economic returns to citizenship that drive citizenship rates? What are the economic implications 

of restricting some jobs to citizens? Are the problems associated with having a significant 

minority of the population who cannot engage in many civic activities exacerbated by the fact 

that they may also be the least powerful economically? Are citizenship rates, and possibly the 

political activity undertaken by citizens (like voting) influenced by economic opportunity and 

constraints? 

Immigrant earnings Issues 

 

From the earliest days, citizenship has been ignored in the analysis of work that 

investigates immigrant workersô wages or earnings relative to native workersô.  Early studies 
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from a single census found an earnings gap that declined with immigrantsô time in the United 

States and an eventual crossover point, when immigrant wages would be higher than native 

wages (Chiswick, 1978).  But that reality was challenged when later studies took advantage of 

multiple censuses to create synthetic cohort analyses and suggested that newer cohorts in a single 

census had significantly different characteristics than older cohorts.  Such a fact could undermine 

the validity of cross-section analyses (Borjas, 1985, Funkhouser and Trejo, 1995).   Thus, new 

cohorts have lower relative earnings, and the growth in relative earnings may not be has rapid as 

it was for earlier cohorts.   It has still not been completely established, however, how different 

cohorts fare over time, in part because of the problems associated with synthetic cohorts (such as 

emigration and aging issues) and in part because of the choice of the group of comparison in 

these studies (Borjas (1994); LaLonde and Topel (1992); Smith (1991, 2006); Yuengert (1994)). 

To help address these issues, some researchers have followed the same workers over time. 

Duleep and Regets (1997 as an example) have used numerous methods to acquire longitudinal 

data on immigrant earnings and have helped us learn more about such issues as the 

transferability of skills and the relationship between entry earnings and earnings growth.  

Citizenship was not raised as an issue in this work but can contribute to the interpretation 

of the relationship between native and immigrant earnings. There are a number of questions 

about citizenship. How does citizenship influence individual earnings and how do the 

proportions of workers who are citizens change cohort earnings?  How do earnings influence the 

decision to naturalize? Has the rate of citizenship been declining because of changing incentives 

to become a citizen? Have new immigrantsô wages been changing relative to others because of a 

changing return to citizenship? Is there a de facto return to citizenship or is citizenship simply a 

signal about other characteristics of an individual? Because the data are simply not yet available 
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to answer these questions, the work in this paper should be considered an exploratory paper on 

some of these issues.
1
 After a brief discussion of citizenship, descriptive statistics on wage 

differences by status will be portrayed.  A simple analysis of citizenship as an exogenous 

determinant of wages will then be presented for comparative purposes.  The final section will 

consider the possibility that citizenship influences wages and is endogenously determined. 

What is the Role of Citizenship? 

Citizenship is the one characteristic that all native workers automatically have and that all 

immigrants must work to acquire. No immigrant is eligible to apply for citizenship until he or 

she has been resident in the United States for five years continuously.  Further, an immigrant 

must demonstrate an ability to read, write and speak English, a knowledge and understanding of 

U.S. government, have good moral character, have an attachment to the principles of the U.S. 

constitution, and a favorable disposition to the United States.
 2
   Citizenship has a number of 

consequences for workers and yet surprisingly, while there are many articles on the effect of 

legal status on wages, almost no articles focus on citizenship and wages.   

At the same time, not all immigrants become citizens.  According to the Office of 

Immigration Statistics (2006:3), ñOf all persons age 16 and over who became legal permanent 

residents between 1973 and 1989, only 58% had naturalized by the end of 2005ò.  As the sending 

countries of immigrants to the United States have changed, so have the nationalities of persons 

naturalizing.  Almost 40% of all immigrants who naturalized in 2005 came from Asia while 

                                            
1
 Data from the New Immigrant Survey, which is in the field for the second round of information, will eventually 

provide the answers to questions about citizenship. 
2 An applicant is eligible to file an application for citizenship if he or she  has been ñlawfully admitted for permanent residence 

,has resided continuously as a lawful permanent resident in the U.S. for at least 5 years prior to filing with no single absence from 

the United States of more than one year;   has been physically present in the United States for at least 30 months out of the 

previous five years (absences of more than six months but less than one year shall disrupt the applicant's continuity of residence 

unless the applicant can establish that he or she did not abandon his or her residence during such period), and has resided within a 

state or district for at least three months. There are also non-time related requirements to apply for citizenship.ò  There are, 

however, many exceptions to these rules  http://uscis.gov/graphics/services/natz/general.htm 
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another 13% came from Mexico.  For the past few years, women, who are 56% of the new 

citizens naturalized, have been a slightly higher percentage of all naturalized citizens than men. 

Working in the United States without citizenship has economic consequences.  Most federal and 

state public sector jobs and  many local government jobs are restricted to citizens.  It is legitimate 

for employers to discriminate on the basis of citizenship. Citizenship makes traveling easier 

because U.S. passport holders rarely need visas.
3
 Citizenship rates have been changing in 

response to policy activity that has moved the line of legitimacy for many rights in the United 

States from permanent residency to citizenship. New welfare rules, for example, that exclude 

non-citizens change the opportunity cost of work for non-citizens, lowering their reservation 

wages.  As homeland security moves ever front and center to the labor market more jobs become 

closed to non-citizens, as evidenced by the firing of non-citizen employees by TSA.
4
    

Citizenship is often thought of in political terms but is now being recognized as an 

economic action as well. Bratsberg, et al. (2002) outline clearly the myriad ways that citizenship 

may influence wage and job opportunities.  They, as others, often include citizenship as an 

exogenous variable in simple wage regressions. The measured return to citizenship is between 

5% and 13%, depending on the specification (see Bratsberg et al., 2002, for a discussion).  There 

may be a ñtrue and exogenousò effect of citizenship or there may be unobservable characteristics 

of those who become citizens and their wages as non-citizens would be higher than the wages of 

those who do not choose to become citizens, and citizenship, itself, may be a result of wage and 

alternative opportunities and is endogenous.  Devoretz (2006) laments the fact that the 

determinants of citizenship and the effects of citizenship are traditionally considered separately.  

                                            
3
 As the economy globalizes, this feature of citizenship may act as more of an economic incentive.  Fitzgerald and 

Cuesta-Leiva (1997) estimate the value of a passport. 
4
The department of Homeland Security did not permit non-citizen baggage handlers to take jobs for federal airport screening 

posts. The ACLU won the case against the Department of Homeland Security (ACLU, 11.13.2002).  
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Devoretz and Pivnenko (2004), despite a number of data and estimation problems, conclude that 

not only are wages influenced by  naturalization in Canada, but ñthe naturalization decision is 

conditioned by the expected wage gainò. Bratsberg et al. (2002), looking only at young men in 

the NLSY (where the timing of naturalization is known), find that ñnaturalization is associated 

with faster wage growth even after accounting for unobserved characteristics. . . We therefore 

rule out differential unobserved characteristics of immigrants who do and do not obtain U.S, 

citizenship as the reason for the cross-sectional correlation between naturalization and wagesò.  

Nationality is typically used in wage equations as a proxy for the transferability of skills, 

the quality of schooling in the home country, and other skill and attitudinal measures that are 

otherwise unobservable in the wage equation.  Borjas, 1995 (202), and others, argues that ñthe 

shift in national origin mixégenerates a less ñsuccessfulò immigration flowò.  This argument 

carries some power and almost certainly describes some of the changes in immigrant wages over 

time. But the changing nationality mix is also associated with different incentives to pursue 

naturalization. Citizenship rates, and many of the political and economic benefits of citizenship 

are tied to the country of origin for immigrants. Is the effect of nationality on wages really an 

effect on the probability of citizenship? There are political costs and benefits of citizenship and 

there are also economic costs and benefits. Several authors articulate expected wages and 

opportunities in the home  country as an argument for U.S. citizenship.  The lower those 

opportunities, the more likely is someone to naturalize in the United States.  On the other hand, if 

dual citizenship is allowed (as it is in 91 countries), the cost of naturalizing in the  United States 

is lower.  Alongside political reasons of loyalty, immigrants become citizens of the United States 

if the economic benefits are greater than the costs. Further, nationality can be confounded with 

race and citizenship issues.   
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The earlier questions of the immigrant/native wage gap with U.S. work experience can be 

addressed by considering the relationship between citizenship and wages. Changing rates of  

citizenship may underlie increasing wage gaps between natives and immigrants.  Citizenship 

may help partly explain both lower entry wages and lower growth in wages for newer cohorts of 

immigrantsðif the returns to citizenship have changed over the years.  Figure 1A through 1E 

help illustrate these possibilities.  Figure 1A documents the standard, Chiswick style, cross 

sectional observation of the relationship between immigrant and native wages that appeared to 

demonstrate assimilation with time in the United States.  Figure 1B documents the Borjas style 

consideration of the problem of interpretation of cross sectional wages when cohorts may be 

changing over time. Wages appear to cross over because we see wages for different cohorts at 

different times.  In this graph, a C-section would show the Chiswick results, but longitudinal data 

reveal the lowering quality of cohorts of immigrants and less assimilation.   

Figures 1C, 1D, and 1E offer other interpretations of both the cross sectional and 

longitudinal changes in wages over time.  If there are wage benefits to citizenship (or penalties 

for non-citizenship), then, as Figure 1C points out, immigrant wages, which are an average of 

naturalized citizen wages and immigrant non-citizen wages, will contain a mixture of both 

groups. Immigrants with the fewest years in the United States are non-citizens because they are 

not yet eligible for citizenship. After eligibility, as more and more immigrants acquire 

citizenship, immigrant wages contain a higher and higher percentage of citizen wages.  There are 

no other differences between 1A and 1C.  In this graph there are no changing cohort wages, no 

changing cohort skills, just a difference between citizenôs wages and non-citizenôs wages and the 

time it takes for a higher and higher proportion of immigrants to get citizenship.  Notice that the 

higher arc of wages for citizens is consistent with the story of positive selection of migrants.  
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Why would non-citizen wages be lower if there is positive selection? Almost all federal and state 

public sector  jobs are reserved for citizens.  While the rules are complicated and are changing 

dramatically with new homeland security rules, non-citizens are mostly banned from such 

employment through immigration law, the appropriations act ban, and through executive order 

restriction.
5
 Why is this important? Because approximately 18.2  percent of native workers who 

are not self employed are employed in the public sector compared to about 6.2 percent of non-

citizen workers.
6
 Wages in public sector  jobs are higher than wages in the private sector.

7
 

Studies that compare native and immigrant wages, and include public sector workers, inflate the 

differences in wages (given equal job opportunities, education, etc.) because the job 

opportunities differ for citizens and non-citizens. Figure 1D takes the role of citizenship one step 

further.  If there are changing rates of citizenship for different cohorts, then the mean wages of 

cohorts that have been here longer contain a higher proportion of citizensô wages because people 

in those cohorts (given the same amount of time in the United States) are more likely to 

naturalize.  Although longitudinal evidence can be difficult to acquire, Woodrow et al. (2004) 

document the rates of naturalization of ten cohorts of admitted immigrants (1978 to 1987).  As of 

1996, ten years after the last cohort had been in the United States, rates of naturalization fell 

steadily from the 1978 cohort (51.8% naturalized by 1996) to the 1987 cohort (32.7% naturalized 

by 1996).  

One interpretation of differences in wages over time for different cohorts is that changes 

in immigration policy lead to sizable changes in the country of origin mix of immigrants.  But 

                                            
5
 The Office of Personnel Management of the federal government maintains the specific list of rules for citizenship and 

employment (http://www.opm.gov/employ/html/Citizen.asp). 
6
 Public sector employment includes local government employment where there are many fewer restrictions.  For 

state and federal employment the corresponding figures ar e9.7 percent and 3.8 percent. 
7
 Average hourly wages in 1996 were $15.38 in the private sector, $16.44 for local government workers, $17.76 for state 

government workers, and $17.89 for federal government workers. That is, the average wage for federal workers was 16 percent 

higher than the wage for private employees (using SIPP data). 
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more than nationality changed--rates of naturalization were also falling consistently. Citizenship 

rates fell not just because of changes in national origin but also because those rates fell within 

nationality groups. As Johnson, et al. show, ñthe naturalization rate among legal immigrants 

declined substantially over the past few decades, falling from  a high of 63% in 1965 to 38% in 

1993ò (1999:56).  Among eligible legal immigrants, the rate fell from 75 percent in 1970 to 55 

percent in 1995. After 1995, naturalization rates started to rise again.  Indeed, in the census 

public data sets used by many authors, citizenship declines from 63 percent in the 1970 census, 

to 50 percent in the 1980 census to 41 percent in the 1990 and in the 2000 census.
8
 Further, while 

naturalization rates by country follow well known patterns, the findings by nationality were 

surprising once other factors were held constant, ñimmigrants from the United Kingdom, 

Canada, Ireland, Laos, Guatemala, and Mexico have lower naturalization rates than would have 

been expected and immigrants from Cambodia, Hong Kong, the Philippines, Italy and Germany 

have higher rates than expectedò (1999:39).  An implication of this if citizenship is solely a 

political decision but one that varies by nationality is that the immigrant/native wage gap will 

vary over time because the nation mix of cohorts exhibits different political considerations. 

Figure 1E takes the alternative interpretation one step further.  If there have been 

changing penalties to non-citizenship, then even if naturalization rates have not changed, wages 

for newer cohorts will be lower than the wages of similar older cohorts.  The specific curves in 

Figure1E assume that changes in penalties to non-citizenship are strongly aligned with cohorts.  

Effects of those changes should dissipate with age or time in the market.  Although surely not 

completely true, there are lots of reasons to believe it corresponds to reality.  Changes in the 

penalty to non-citizenship are likely to be stronger early in oneôs career while searching for a job, 

                                            
8
 Calculations made from iPUMS public data sets at the Minnesota Population Center, the University of Minnesota. 

http://www.ipums.org/usa/index.html.  Eligibility is not determinedðthese are rates for all immigrants. 

http://www.ipums.org/usa/index.html
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attempting to be promoted, etc.  Changes in the penalty to non-citizenship is a consistent 

explanation for lower wages for new cohorts and is consistent with the old style interpretation of 

assimilation.  If new immigrants take poorer jobs at poorer wages while they ñlearn the ropesò 

and invest in the United States and the returns to non-citizenship are consistently moving down, 

those early jobs will be associated with lower and lower new cohort wages. The available jobs 

and the going wages for newer cohorts may have been consistently falling for a number of 

reasons.  A recent example is the changes in welfare laws that make non-citizens virtually 

ineligible for welfare, lowering their reservation wages. As another example, military training 

and education have improved the job prospects of many men and non-citizens can join the U.S. 

armed services. The military has made citizenship, though, a condition of reenlistment (canôt find 

date of this change-find it).  Non-citizens who are in the military have their opportunities 

severely restricted, not least because they ñare not eligible for reenlistment bonuses, may not get 

certain kinds of training, and canôt participate in certain professional military education 

programsò (Hattiangadi et al. 2005).   Some of the changing wages for non-citizens may be tied 

up with issues that are alive for undocumented workers.  Non-citizens, like undocumented 

workers, are covered by U.S. labor laws.  Even though a non-citizen could not be thrown out of 

the country for complaining about an employer, changing attitudes and fears may have made 

enforcement less likely for newer cohorts.  If employersô perceptions of non-citizens is the same 

as for undocumented workers then lower wages may be more common for non-citizen workers 

as the proportion of workers who are undocumented increases. 
9
   

Empirical Description 

                                            
9
 It is also certainly possible, though extracted from this argument, that lower wages are observed  because newer cohorts in the 

data include more undocumented immigrants. 
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I use the 1996 Survey of Income and Program Participation (SIPP) for the United States. 

The 1996 panel contains twelve waves of interviews conducted over the period from 1996 to 

1999/2000 and this paper utilizes information from nearly every wave in the 1996 panel, since 

waves can include different information.
10

 The sample was restricted to men and women who 

were working in wave 1 and were age 18 to 64 in that wave to maintain similarity with many 

other earnings or wage studies.
11

  Nationality of birth and immigration information and 

citizenship status had to be available to be included in the sample.  Five waves of labor market 

information are used, from waves 1, 3, 6, 9, and 12.
12

 Although not necessarily working in every 

wave, 65.8 percent of the sample was in all of these waves. 

Immigrants are carefully delineated by citizenship status.  Two groups of workers are not 

included in this analysis because citizenship is not a choice variable for them: natives (including 

workers from Puerto Rico), all of whom have citizenship automatically, and workers who are not 

permanent residents of the United States, who are absolutely not eligible for citizenship. 

Immigrant non-citizens from other countries who have been in the United States as permanent 

residents for five or fewer years who do not qualify for citizenship on basic grounds but may 

qualify on special grounds. This group, with sometimes ambiguous possibilities for citizenship is 

sometimes included as a comparison group, including in some of the initial regression estimates 

that consider citizenship exogenous (as noted). Comparative analyses of the endogenous 

switching regression models have been conducted including this group but are not included in 

this paper. Two groups of workers remain and form the core of the analysis: Permanent residents 

who have naturalized or are eligible to naturalize under standard rules.  About 46.4 percent of 

                                            
10

 The last wave of information was collected during November or December, 1999 or January or February, 2000. 
11

 Immigrants can apply for citizenship if they are age 18 or older. 
12

 Wave 1 took place between March and June of 1996.  All other waves took place between November and February  one year 

apart. 
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male workers and 66.5 percent of female workers have naturalized. Any biases that result from 

this data collection strategy are present in these analyses. The final, unweighted, sample of those 

eligible for naturalization or already naturalized has 1,409 men and 1,151 women.  Men and 

women are considered separately in the analyses and any problems of the selectivity into 

employment are ignored .  Person level wave specific sample weights are used in the analysis 

because, although the universe in SIPP is the non-institutionalized resident population of the 

United States, there was oversampling or undersampling of some groups. See Table 1 for 

descriptive characteristics of the sample in 1996. 

For all immigrants (regardless of gender), the number of years since coming to the United 

States is an important characteristic.  Naturalized citizens have resided in the United States for an 

average 20.4 years, ineligible non-citizens for only 3.6 years, but eligible non-citizens have been 

residing in the country almost as long as citizens, for an average 16.3 years. This variable is used 

to distinguish work experience in the United States from work in the home country.
13

 

SIPP identifies about 110 specific countries of origin.  Sample size restricts the use of 

such a large number of categories, but 28 specific countries or small country groups (such as 

Caribbean islands excluding Jamaica, Cuba, or Haiti) are used in the analysis.  Countries are also 

identified by whether they allow dual citizenshipð93 do.   

There are several advantages of SIPP when conducting wage or earnings studies.  First, 

money that is earned can be allocated to specific jobs during specific time periods.  Second, 

monthly earnings, the number of weeks worked in the month, the number of hours worked in a 

week, and the pay period of the earnings in that job  are all recorded.  Thus, wages or earnings 

                                            
13

 SIPP identifies when the immigrant came to the United States but sometimes uses intervals rather than year of arrival.  

Luckily, the immigration information is contained in a migration module (topical module 2) that contains a series of questions 

about residential moves and include the location of residences whether they are within or outside of the United States.  This 

residential history is used to allocate years since migration more specifically within the intervals.   In a small number of 

observations, the migration history did not help allocate the year of migration within the interval and the midpoint of the interval 

was used.   
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per hour are reasonably computed for each job (only the main, or first, job is used in these 

analyses).  Tying wages to jobs may be important for several reasons.  When a wage is 

calculated from all earnings and all hours worked, that wage could be a weighted average from 

any number of jobs.  Of all of the native workers who worked in wave 1, for example,  13 

percent worked only at their own business, 2.5 percent worked at their own business and at a 

paid job for an employer, 76.2 percent worked at only one job for an employer, and 7.4 percent 

worked at two or more jobs for an employer. Further, 5.2 percent of workers earned money 

moonlighting on top of these jobs.  By wave 12, 13.0 percent report two or more work 

arrangements and  10.0 are moonlighting.  The influence of education on a personôs overall 

earnings, then, reveals something about marginal product in each employment, the mix of time in 

each employment, and the willingness to work at more than one job.  

Rather than using potential experience, actual work history is used in this analysis. SIPP  

has a work history module that is asked of everyone who is interviewed in the first wave of the 

panel.  Work experience, in this analysis, is the number of years since first working that the 

respondent has worked for at least six months of the year.  Gaps in work history are also 

documented. This measure of work experience, while not flawless, is a more accurate measure of 

work experience than the typically used potential work experience. On average, naturalized 

citizens have 15.5 years of work experience in the United States, ineligible non citizens have 3.3 

years and eligible non citizens have 12.8 years of work experience in the United States.  Workers 

also have specific work experience in the firm in which they are employed. Naturalized citizens 

have been working in the same job for 8.6 years on average and ineligible and eligible non 

citizens have been at their job fewer years (1.7 and 6.4). 
14

  

                                            
14

 English language ability is a critical variable that is not available in this data set. 
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Race can play an important role in this analysis, because race and citizenship can be 

confounded for immigrants.  Among men, 40.4 percent of white workers have naturalized, 50.5 

percent of black workers, and 66.3 percent of Asian workers.  Among women the percentages 

are 50.5 percent for white workers, 55.1 percent for black workers, and  69.9 percent for asian 

workers. Table 1 documents sample descriptive statistics.  

Wages and Wage Differences by Status 

Average wages in SIPP correspond to average wages in the whole country.  Figures 2A-

2B document these wages for five time periods in the late 1990s for men and women.  Hourly 

wages from early 1996, late 1996, late 1997, late 1998 and late 1999 are reported.
15

  In these 

graphs, anyone with a wage in that year is included in that yearôs comparison data.  Controlling 

for working in every wave (so all points compare exactly the same people) leads to the same 

general patterns but sample sizes are lower.  Overall , real hourly wages of native men were just 

over 20 percent higher than those of immigrant men and the differential was about 9 percent for 

working women.
16

  These wage relationships, though do vary by citizenship status.  As Figure 

2A documents for men, there is no wage advantage for native men when they are compared to 

male immigrant citizens, whose wages are, in fact, slightly higher. There is a strikingly large 

differential between natives and non-citizen immigrants, though.  For those who were probably 

ineligible for citizenship at the beginning of the panel, natives wages are more than 40 percent 

higher in 1996, but the differential gets smaller with time in the United States.  While this group 

is termed ñineligible for citizenshipò, and this is certainly true at the beginning of the panel, some 

of them may have acquired citizenship by the end of the panel.  Since citizenship was only 

                                            
15 The first wave interviews in SIPP took place between March and June of 1996, the other waves used all had interviews 

between November and February.  When I  talk about early 1998 wages, they could actually have been recorded between 

November, 1998 and February 1999. 
16 These differences in the natural logs may be too large for an exact interpretation of the percentage differences.  The specific 

numbers should be considered approximations. 
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measured once during the panel, it is impossible to say whether their relative improvement came 

from  increasing earnings as non-citizens or from some of them becoming citizens and reaping 

any returns to citizenship. The native/immigrant differential is slightly, but significantly lower 

for eligible non-citizens, until 1999 when the differential between natives and ineligible citizens 

falls dramatically (the same problem holds for knowing citizenship status at only one time).  

Eligible non-citizens have average times in the United States of only a few years less than 

naturalized citizensðtime in the United States doesnôt explain their different wages. Ineligible 

non-citizens have definitely spent less time working in the United States and are the newest 

cohort of immigrants.   

Figure 2B shows the same differentials for working women. Naturalized citizen women 

have a significantly higher wage than native women over the five observations but the 

differential gets smaller over the years.  Once again, non-citizen workers have significantly 

lower wages, whether or not they are certainly eligible for citizenship.  Non-citizen workers 

make 20 to 30 percent less an hour than native citizens. These wages, however, are 

unstandardized by any characteristics and, while interesting, are not fully informative of the 

possible ramifications of citizenship itself. 

Is there an effect of citizenship on hourly wages? 

Unstandardized wages confirm that citizenship status is associated with hourly earnings 

and non-citizens earn lower wages that natives or immigrant citizens.  They cannot tell us, 

however, whether citizenship itself has a role in earnings or is simply associated with having 

lower levels of skills that are determinants of earnings.  A preliminary analysis is a simple OLS 

regression that does not include the possibility that citizenship may be endogenous. The 

longitudinal aspects of the data are not utilized, since citizenship is only established for certainty 
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for the 1996 data and there will be measurement error in later data whose direction is known but 

whose size is unknown. These regressions are used to compare with other estimates in the extant 

literature. Table 2 presents these very simple comparative results.
17

 In this model, actual work 

experience in the United States is known, as is tenure in the specific job whose wages are 

measured.  These two variables help remove much of unexplained variance in wages. The other 

variables in the equation are education (high school degree is the omitted education level), 

residency in a rural area or an immigrant gateway city (a non-gateway city is the omitted 

residence location), years of permanent residency in the United States, race (white is the omitted 

race), and, for women, whether labor force participation had been discontinuous to care for 

children. The regressions are first estimated with all permanent residents, including permanent 

residents who have been in the United States for less than six years.  It is not guaranteed that they 

cannot acquire citizenship, but highly unlikely that they qualify.  The estimates of the penalty to 

non-citizenship are well within the range of the estimates that exist in the literature.  For men, 

when all permanent residents are included there is a 19 percent differential between citizens and 

non-citizens after taking other information, such as length of time in the United States, into 

account.  When non-citizens are broken into those who are eligible for citizenship (having had 

permanent residency of more than 5 years) and those who are probably not (having had 

permanent residency of 5 years or fewer), there is a significant reduction for eligible immigrant 

citizens of 19 percent, and a  higher reduction for ineligible non-citizens of 19.6 percent (but not 

statistically different from that of eligible non-citizens).  For men, at least, this simple regression 

should point to further questions about immigrant wage assimilation.  After controlling for years 

of permanent residency in the United States, years of actually working in the United States, and 

tenure in the current job, the wage penalty associated with non-citizenship is the same for 

                                            
17

 The actual regressions that underlie the results in this table are available from the author on request. 
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relatively newer and relatively older immigrants. When newer, and probably ineligible for 

citizenship, immigrants are dropped from the equation, the penalty for non-citizenship drops 

slightly to 17.9 percent. For women, when all permanent residents are included there is a 15.7 

percent differential between citizens and non-citizens after taking other characteristics into 

account. When non-citizens are broken into those who are eligible for citizenship and those who 

are probably not, there is a significant reduction for eligible immigrant citizens of 14.9 percent, 

and a  higher reduction for ineligible non-citizens of 19.6 percent (which is statistically different 

from that of eligible non-citizens).  Using these cross-section data it is impossible to tell whether 

this higher differential for newer immigrants represents a change in cohort quality, a change in 

the penalty to citizenship, or something else.  When newer, and probably ineligible for 

citizenship, immigrants are dropped from the equation, the penalty for non-citizenship drops to 

13.7 percent.  For both men and women, working in a state or federal public job, after controlling 

for citizenship, skills, and time on the job leads to a significant wage increase of about 12 percent 

for men and 17 percent for women. These jobs mostly require citizenship to acquire. All 

included variables except race and either residency are significant for men, but race, rural 

residency, years of permanent residence, and having had a break for children are not significant 

for women. 

This preliminary analysis is fairly weak because of its restrictive assumptions.  It does 

illuminate that there is a role for citizenship ignores the theoretical possibility that citizenship is 

endogenous to wages.  

The Endogeneity of Citizenship and Wages 

Numerous immigration authors now ask whether citizenship is an economic as well as a 

political statement.  Although this relationship has been established in some other countries (the 
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Ukraine, the Netherlands, and Canada) there has been no investigation of it in the United States.  

Endogenous switching regressions, an old technique whose use has seen a resurgence in recent 

years, can accommodate this question.  If immigrants weigh the economic costs and benefits of 

citizenship, of which wages present the biggest benefit for immigrants, then they will naturalize 

if benefits are larger than costs.  Wages are then observed for citizens and for non-citizens.  This 

method, which is now commonly taught in econometric classes, forms the econometric model  to 

examine the relationship between citizenship and wages.
18

   

This paper represents a highly exploratory exercise considering citizenship.  Following 

other authors (see, for example, Devoretz (2004)), simple models of naturalization are assumed 

to correspond to immigrant calculations of the costs and benefits of naturalization.  To this end, 

nationality, coming from a country that allows dual citizenship, owning a home in the United 

States, having children at home in the United States, and the wages one can earn as a citizen all 

influence naturalization decisions.  Wages, which are modeled as before, are now estimated 

separately for citizens and non-citizens.  

A summary discussion of these estimations is in order.  First, no matter which samples 

are used and no matter which variables are included or excluded, tests of endogeneity show 

significant endogeneity bias for citizens.  Both men and women who are citizens earn higher 

wages as citizens than the random worker.  Similarly, for men, tests of endogeneity show 

significant endogeneity bias for non-citizens, but significance for women depends on 

specification. While selection into citizenship makes economic sense, there is less of an obvious 

rationale for selection into non-citizenship.  Second, race and nationality are highly correlated 

and model outcomes on these variables are sensitive to the specification of the model.  It may be 

                                            
18

 The two wage equations (for citizens and non-citizens) and the citizenship equation are estimated using movestay 

in Stata. 
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true that racial differences in wages cannot be separated from nationality differences.  This may 

be particularly important to consider when both native and immigrant wages are estimated 

together with a race variable and a nationality variable.  Race differences in wages may 

predominantly reflect race differences for natives, not immigrants.  Third, the model can also be 

sensitive to the specification of education.  The effect of working in the state or federal public 

sector, in particular, varies depending on whether continuous education (where the effect is quite 

strong) or dummy variables for degree levels is used.  Finally, the results are somewhat sensitive 

to the inclusion or exclusion of immigrants who have been in the United States for five or fewer 

years.  By standard rules of citizenship they are not eligible to naturalize.  But there are enough 

small variations in the rules (for example, spouses only have to wait three years) that some are 

citizens. It is not clear whether their inclusion is appropriate. In general, there is less 

heterogeneity overall when only legal permanent residents who are eligible for citizenship are 

included in the equations.  This presents another lessons for typical wage studies, which include 

new immigrants and those who are not permanent residents, whose wages are the lowest of all 

immigrants. 

Results of the most restrictive experiment are documented in Table 3.    

 

 

 

  In particular, the question of citizenship is raised, and not dismissed as a factor in the 

determination of wages.  Why is this important?  Arguments about amnesty for undocumented 

immigrants, arguments about welfare eligibility, and other arguments about immigration policy 

are integrally tied to the politics and economics of citizenship.  It would be worthwhile if we 
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understood the economics of citizenship so that the policy questions were clearer.  The same is 

true of nationality.  It is almost certainly true that as the national origin mix has changed in the 

last thirty years that the measured skills associated with employment have also changed.  But the 

American heritage of immigration is not about simple skills, but about the desire to ñmake itò in 

the United States and to be willing to sacrifice so that oneself and oneôs family can become 

economically and politically better.  There are enough data out there to begin to evaluate the 

intangibles associated with migration and assimilation by being more specific about the tangible 

evidence of work productivity.   
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Figure 1A: Chiswick Style Assimilation Relationship 
 
 

 
 
Figure 1B: Borjas Style Changing Cohorts 
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Figure 1C: One Alternative Interpretation of Cross Sectional Relationship 

 
 
 
Figure 1D: Changing Citizenship Rates for Cohorts 
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Figure 1E: Changing Penalty to Non-Citizenship Over Cohorts 
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Table 1
19

 

Descriptive Statistics by Immigration Status 

For workers in Wave 1
20

 

(For Means, Standard Errors in Parentheses) 

 

 Men Women 

 Citizens  

 
Non Citizens Citizens Non Citizens 

U.S. Work 

Experience  

17.41 

(4.54) 

13.64 

(8.32) 

15.29 

(10.19) 

11.04 

(8.93) 

Years in U.S. as 

permanent 

resident 

21.04 

(9.60) 

14.62 

(7.65) 

21.64 

(9.59) 

15.57 

(7.62) 

Not permanent 

resident in 

beginning 

34.4% 31.3% 23.4% 27.5% 

Job Tenure 7.53 

(7.19) 

5.00 

(5.49) 

6.67 

(6.32) 

5.11 

(5.31) 

Education 

  Less than hs 

  Hs diploma 

  Associates 

  Bachelors 

  Masters/more  

 

14.1% 

43.5% 

   9.1% 

17.8% 

15.5% 

 

43.4% 

39.3% 

   6.8% 

   6.9% 

   3.6% 

 

12.6% 

40.8% 

14.1% 

24.3% 

   8.2% 

 

38.1% 

40.7% 

   7.4% 

10.8% 

  3.0% 

State/Fed job 9.7% 2.4% 9.1% 2.1% 

black 8.8% 8.2% 11.7% 12.4% 

asian 30.3% 13.1% 35.7% 20.0% 

rural  24.7% 24.1% 26.9% 21.4% 

Gateway city 57.5% 59.2% 53.5% 61.1% 

Work break for 

kids 

0* 0* 23.5% 23.5% 

Married/sp 69.7% 65.2% 60.9% 56.7% 

Ownhome 66.9% 46.2% 71.4% 49.5% 

# kids in HH 1.05 

(1.20) 

1.47 

(1.56) 

0.97 

(1.16) 

1.22 

(1.32) 

Dual citizenship 

country 

77.8% 88.3% 75.4% 81.6% 

                                            
19

 Using weighted sample, this table excludes information on immigrants who have been permanent residents for 

less than six years. 
20

 Zeros followed by an asterisk means less than 1%. 
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