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A comprehensive analysis of Census data from hundreds of U.S. metropolitan areas indicate

that immigration from Latin America improves wages and job opportunities for African
Americans.” This analysis serves to dispel the common myth that African Americans are
negatively impacted by the immigration of less-skilled workers from Mexico and elsewhere in
Latin America. It is often assumed that Latino immigrants and African Americans are locked in
ruinous competition for the same jobs, resulting in lower wages and higher unemployment
rates for African Americans. In fact, Latino immigrants and African Americans fill
complementary roles in the labor market—they are not simply substitutes for one another. In
addition, cities which have suffered the effects of declining population are rejuvenated by an
inflow of Latino immigrants who increase the labor force, tax base, consumer base, etc. To the
extent that there really is a “black-brown” divide, it is rooted in politics and perception—not
economics.

The Economic Impact of Latino Immigration on African Americans

Our analysis uses a cross-section of 907 Metropolitan Statistical Areas (MSAs) in 2010, and 455
Metros in 2005, making it the largest economic examination of immigration’s effect on African
Americans in terms of wages and employment.2 The statistical tests carefully control for
simultaneity (cause and effect). The evidence shows that cities with greater immigration from
Latin America experience:

1. Higher wages for African Americans. For every 1% increase in a city’s share of Latinos,
African median and mean wages increase by 3%. This relationship is large. Consider St.
Louis, which has 1.5% of its population from Latin America. If St. Louis were to have a
Latino population share as large as other large metropolitan areas, African American
wages would be approximately 30% higher.>

2. Lower shares of African Americans in poverty (less than $20,000) and greater shares of
African Americans who are well-off (incomes exceeding $60,000). For every 1% increase
in a city’s share of Latinos, the city experiences a 1.6% increase in relatively well-off
African Americans and fall in poor African Americans.”

3. Less poverty across different African American age groups. A 1% increase in a city’s
young (ages 18-24), middle aged (25-34) and more mature Latinos (35-64) yields
approximately 1.1-2.3% fewer African Americans in poverty in the same age cohorts. At
the same time, more young, middle-aged, and older Latinos lead to more African
Americans of similar cohorts with incomes exceeding $60,000.

4. Lower African American unemployment. This finding is significant at the 99% level
across different age cohorts. For instance, cities with a 1% increase in Latinos ages 20-24
leads to a .26% decrease in unemployment rates among African Americans ages 20-24; a
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rise in Latinos ages 25-34 implies even greater declines in African Americans
unemployment with ages 25-34.

5. More jobs among all African American age cohorts. A 1% rise in Latino immigration
contributes to a 1.4% increase in employment rates among African Americans, and
increases in young Latinos (20-24) contribute to 0.5% increase in employment among
young African Americans.

The positive economic impact of Latino immigration is related to population. Many metros,
particularly in the Midwest, including Cleveland, Dayton, Detroit, and St. Louis, are not
experiencing vibrant population growth.” Instead, aging baby boomers and negative net
migration are leading to a hallowing out of cities, declining school revenue, falling housing
prices, big businesses moving their headquarters, and a dearth of small businesses. St. Louis, for
instance, has experienced a sharply declining population, and at the same time, very little
Latino immigration. As a result, Saint Louis has closed more than a dozen schools in recent
years, which has cost the jobs of hundreds of African American teachers, administrators, and
staff. Our research shows that an increase in immigration from Latin America would have
sustained St. Louis’s population, tax base, school enrollment, and most of the lost African
American jobs. Further, it would have reduced crime among young African American men by
giving them more economic opportunities.

Why are population size and composition so important for economic development? Edward
Glaeser and Joshua Gottlieb argue that larger cities are successful because they have thriving
clusters of people and companies working together.6 More people from Latin America increases
the vibrancy of a city, its culture, and the opportunities it offers. Further, research shows that
specialization by encouraging different skill patterns leads to higher wages and more jobs.’
After all, as Adam Smith and David Ricardo pointed out long ago, specialization and
comparative advantage improve economic efficiency. The Economist likens immigration to
international trade which “benefits countries by letting workers specialize in activities in which
they are relatively more productive, raising output. And the larger market created by trade
spreads the fixed costs of innovation more thinly, encouraging the development of new goods
and ideas.”® From this perspective, Latinos are not substitutes for, but complements to, African
American workers—and an essential component of competition and capitalism.

Deficiencies in the Existing Literature

The impact of Latino immigration on the African American labor market is a critical but scarcely
addressed topic in the economic literature. The examination of the economic consequences of
immigration, particularly from Latin America—and explicitly on African Americans—is rooted
not in economic analysis, but in the popular perception that both ethnic groups tend to have
large numbers of low-skilled workers who possess similar education and demographic profiles,
live predominantly in urban areas, and sometimes compete directly for the same jobs. There is
also a prevailing view that immigrants, including Latinos, are willing to work for less, and
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therefore have taken jobs away from African Americans. As a result, widely reported tensions
between African Americans and Latinos have emerged, and been extensively covered by policy
institutes, political science and sociology journals, as well as the popular press.? Although these
strains are widely perceived as economic in nature, they have paradoxically received no recent
attention in the economic literature.

What are the effects of increases in Latino immigration on African American wages,
employment, and unemployment? A number of recent studies have begun to document, in
rising levels of detail, the tension that has emerged between immigrant groups and lower-
skilled American natives, a high proportion of whom are African American.'® The studies
attribute these tensions to “economic competition among ethnic groups.”** Claudine Gay
focuses specifically on African American and Latino economic rivalry: “the trend is disturbing:
anti-Latino sentiment among the black mass public may undermine elite efforts to build black-
Latino alliances, putting at risk the group’s future political and economic status...most accounts
of the conflict identify the competition over scarce resources as a central force in Black-
immigrant relations.”*? According to Leticia Saucedo: “Much has been written about the
tensions between African Americans and immigrants, especially Latino immigrants. For civil
rights advocates and African-American communities, the issue of immigration brings with it
concerns about the impact of immigration on African Americans, who are concentrated in the
domestic low-wage work force and are often said to face the greatest competition from
modern migrant flows into the United States.”®?

Although a perceived “brown versus black” conflict may exist, it is not based on economics.
Rather, it stems from political competition for representation and, at times, misinformation.
Claudia Sandoval surveys the recent literature on interethnic competition and discusses how
Latinos and African Americans compete for social status and political power.14 The rapid rise of
Latinos carries with it the implication that they do not need African Americans for political
support, which might lead to an erosion of African American political power.

Conclusion

This paper provides extensive evidence that African Americans in MSAs with more Latino
immigration experience significantly higher wages, lower unemployment, and higher job
creation. The effect is typically very significant and robust across different age groups and
income levels. Cities experiencing Latino immigration have fewer African Americans in poverty
and more with higher incomes. Statistical tests that control for simultaneity and causality
further show that Latino immigration leads to/or causes improved African American economic
outcomes.



Comments on Methodology

A central problem with many studies of immigration is the failure to determine causality. Cities
where an economic boom is occurring may simultaneously attract immigrants, who are drawn
to the jobs there, but who do not create them. In this case, increases in immigration will be
related to higher wages and job creation, but not contribute to or cause these improving
economic outcomes. To mitigate this “simultaneity,” this study adopts a method called GMM
(Generalized Methods of Moments), uses demographic/educational control variables identified
by the literature, controls for domestic migration of native-born Americans from other states,
and uses Granger Causality tests. If the simultaneity issue is relevant (and a driving factor
generating spurious significance), a significant relationship should occur between domestic
migration and improving economic outcomes, as well as between native and foreign-born
migration patterns, since both should respond similarly to economic incentives. However, this is
not the case.

The statistical evidence documents that there is little relationship between native and foreign-
born migration (including migration of Latinos), that domestic migration is not substantially
correlated to economic activity, and that Latino immigration and African American economic
activity are significantly, positively related. Further, controlling for native-born migration does
not affect the results since there is no relationship between native-born and foreign-born
inflows to a city. Overall then, there is significant evidence against the booming cities
hypothesis. The evidence instead shows that increases in foreign-born workers from Latin
America, not increases in native-born workers from other states, lead to significantly higher
African American wages, wage growth, and job growth. Granger Causality results reveal that
increases in Latino immigration result in higher wages and more jobs for African Americans, and
lower rates of African American unemployment and incarceration. Improved economic
outcomes in the African American community have no significant impact on Latino immigration.
Therefore, one-way causation exists from Latino immigration to improved African American
opportunities. Lastly, the results are robust across different sample sizes, different years, and
different specifications, including immigration shares of the population and changes in these
shares. Overall, there is significant evidence that Latinos contribute to an economic boom in a
city, and are not simply innocent or lucky bystanders.
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