ABSTRACT: Texas has
relied on a large and
sustained influx of workers
from other states and
other countries. These
transplants—making up
nearly half of the state’s
workforce—account for an
even larger share of Texas
growth than their relative
numbers. Significantly, this
inflow brought the types of
workers most in demand.
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Gone to Texas:
Migration Vital to Growth
In the Lone Star State

By Pia Orrenius, Alexander T. Abraham and Stephanie Gullo

ith nearly half of its workers

born outside the state, Texas

depends on—and is shaped

by—migration. For most of its
history, Texas has relied on migration
to populate its expansive landmass and
power its economy.

It wasn’t always easy to attract peo-
ple. In the beginning, land grants and
other enticements were used to lure
settlers. Admittedly, the spirit of entice-
ments has lived on; the state continues
working hard to be welcoming—it can
be argued that maintaining low taxes,
less regulation and an accommodating
business climate helps attract people
and firms.

In addition to bringing in outsized
numbers of migrants, the state also
retains its existing residents. Texas is
by far the “stickiest” state in the nation
with over 82 percent of those born in
the state remaining here.

Since 2000, natural increase and net
migration have contributed roughly
equal parts to the state’s population

growth—about 210,000 on average
per year for natural increase, another
200,000 for net migration (Chart 1).
The state’s 1.8 percent average annual
population growth is about double the
nation’s 0.9 percent.

Although the state grows faster and is
currently slightly younger than the rest
of the nation, the trajectory of aging in
Texas resembles that of the U.S. By 2050,
about 20 percent of the population will
be 65 or older, the highest share in the
state’s history.!

Population growth and aging are im-
portant because they largely determine
the growth of the workforce, which
helps set the speed limit of economic
growth. An economy can grow by
adding workers and/or by workers
becoming more productive. Migration
plays an important role in productiv-
ity; by channeling the right workers to
the right jobs, migration makes labor
markets more efficient.?

States typically don’t differ much
from one another in terms of produc-
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tivity growth, but they tend to differ
greatly with respect to population
growth, especially migration. These
patterns can also reverse themselves
quickly. For most of the 20th century,
international and domestic migrants
streamed into California in a seemingly
endless flow. International immigrants
still do, but in every year since 1991, net
domestic migration to California has
been negative, with a significant share of
Golden State residents leaving for Texas.
Rapid economic growth for most
of the last four decades has been the
key factor attracting people to Texas.?
Diversification of the state’s economy
in the 1990s, following the mid-1980s
oil bust, provided a powerful and
steady jobs magnet, creating sustained
economic opportunity for millions.
Employment in the state grew from 7.2
million jobs in 1990 to 12.4 million at
year-end 2017. Gone are the drastic oil-
led swings that used to throw the state
economy alternately into booms and
busts.* The energy sector remains key,
but consistent and robust service sector
growth has muted its fluctuations.
Texas was the nation’s ninth-fastest-
growing economy in 2017, behind most
western states. The state’s diversified
economic base and resurgent oil and
gas sector portend a bright economic

outlook. That said, with the unemploy-
ment rate already at a historic low, the
economic challenge may not be creat-
ing jobs, but filling jobs.

Domestic Migration

Migration between the 50 states (and
the District of Columbia) is typically re-
ferred to as domestic migration.® States
can be net recipients or net senders of
domestic migrants. In the postreces-
sion period—2010 to 2017—Texas was
the recipient of 920,000 net domestic
migrants, equal to 3.6 percent of the
state’s 2010 population (Map 1).5

Texas was the second-largest net
recipient of domestic migrants after
Florida; North Carolina was third and
Arizona fourth. Many of Florida’s ar-
rivals have historically been retirees.
As a percentage of population, Texas
was the 12th largest net recipient
destination after North Dakota, South
Carolina, Nevada, Florida, Colorado,
District of Columbia and other less-
populous states in the Mountain West
and Northwest.

The patterns in the map reflect
longstanding regional population
growth trends, with little or no growth
in the Midwest and Northeast states
but substantial expansion in the South,
Mountain West and Northwest.

Domestic migrants to Texas tend to
come from two types of states—large
and populous states, such as California
and Florida, and neighboring states,
principally Louisiana and Oklahoma.

In the postrecession period, 12
percent of domestic migrants to Texas
came from California, followed by
Florida (6 percent) and Oklahoma and
Louisiana (both 5 percent) (Chart 2).
Unlike the map’s depiction, these are
gross (not net) measures of migration.
Migration from populous states in
part reflects their larger populations;
California is 12 percent of the U.S.
population, so it’s not surprising that
12 percent of migrants to Texas come
from there.

Gross migration from neighboring
states, meanwhile, is likely overstated
because it captures significant cross-
border activity.

What motivates domestic migration?
Surveys such as the Current Popula-
tion Survey ask people who moved why
they did so. Just over half of cross-state
movers to Texas relocated for a job
(53.1 percent), another 24 percent
for family reasons and 20 percent for
cheaper housing or other amenities
such as a shorter commute.”

Among domestic migrants who chose
a state other than Texas, 43 percent said

Among Most-Populous States, Domestic Migration Additive in Only Texas, Florida
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they moved for employment, 27 per-
cent said for family reasons, and 24.5
percent said they relocated for cheaper
housing or other amenities.

Employment opportunities in Texas
are a clear draw. Besides adding jobs
at a rapid clip, employment growth in
the state has been widespread across
industries and has required a wide skill
distribution. Since the end of the Great
Recession, every major industry has
added jobs, led by 35 percent gains in
professional and business services, 22
percent in construction and 33 percent
in leisure and hospitality.?

Dividing the economy into quar-
ters based on wage rates during the
2010-15 economic expansion, Texas’
lowest-paying jobs (with hourly wages
below $10) grew 10 percent, while
the two highest-paying job quartiles
expanded 12 and 18 percent (with
hourly wages starting at $16 and $27,
respectively).® The rates of growth for
the nation were lower across the board:
8 percent in the lowest-paying quartile,
and 6 and 10 percent, respectively, in
the two highest-paying quartiles.

Texas job growth was weakest among
the lowest paid, in the first quartile.
For the U.S., growth was weakest in the
upper-middle wage quartile—jobs pay-
ing $18 to $29 per hour rose 6 percent
over the five years.

In addition to robust labor markets,
Texas has traditionally offered a lower
cost of living than other large states,
although that advantage has recently
eroded as house prices and rents have
surged in cities such as Dallas and
Austin. Nevertheless, the cost of living
in Texas is still about 9 percent below
the U.S. average and 19 percent below
that of the nation’s other nine largest
states.'

The tax burden is also lower in Texas
than in other large states; though there
is no state income tax, property taxes
are relatively high."! With lower taxes
come fewer services, a trade-off that
migrants to Texas must consider before
making the move."

Workers may follow firms that move
to the state, or firms may follow work-
ers. Whichever the case, firms move

Domestic Migrants to Texas Come from Variety of States
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for many of the same reasons workers
do—to maximize current and future
earnings. Firms move for growth po-
tential, including available high-skilled
and low-skilled labor; cheaper real
estate; and ease of doing business. The
latter might include everything from
proximity to airports and ground trans-
portation to the ability to build new
plants and hire and fire workers.

In 1996, there were 37 Fortune 500
companies headquartered in Texas;
today there are 52. The most recent
transplants include Jacobs Engineering
and Toyota’s North American head-
quarters—both relocating to the Dallas
area from California."”® Firms also
report moving for proximity to a supply
chain or for a more central location.

International Migration

Migration into the 50 states from
another country is typically referred to
as international migration or immigra-
tion. While states could be net recipients
or net senders of international migrants,
each U.S. state receives more migrants
from abroad annually than it does mi-

grants who leave. The U.S. remains the
world’s No. 1 immigrant destination.

Texas was the recipient of 660,000
net international migrants—about
2.6 percent of the state’s 2010 popula-
tion—from 2010 to 2017 (Map 2).** In
absolute terms, Texas was the fourth-
largest recipient of net international
migrants after California, Florida and
New York. It bears noting that census
and Bureau of Labor Statistics data
include both legal and illegal immigra-
tion; population surveys make a point
not to ask about legal status in order to
obtain an accurate count.

The influx from abroad helps Califor-
nia and New York offset net domestic
outmigration. Their populations would
not grow were it not for immigrants.
Florida also receives a large number of
international migrants, about 127,000
(net) per year, but like Texas, it also at-
tracts domestic migrants.

In percent terms, Texas was the 12th-
largest net recipient of international
migrants. Florida, District of Columbia,
New York and Massachusetts were the
top four net recipients.
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There has been an interesting change
in the relative magnitudes of domestic
and international migration to Texas.
From the 1990s through the mid-
2000s, international migration to Texas
typically exceeded domestic migra-
tion. Then, domestic migration rose
sharply, from 55,000 annually before
2005, to nearly 135,000 in the years
since then. Before 2005, international
migrants numbered about 87,000 per
year. Since 2005, they have averaged
about 94,000 annually.

It's notable that international mi-
gration to the country and the state
declined immediately after the Great
Recession and only slowly picked up.
The biggest change was a decline in
illegal immigration; migrant apprehen-
sions along the Southwest border have
declined 75 percent from their peak of
1.6 million in 2000.

Arrivals from Mexico have his-
torically dominated immigration to
Texas. Willing workers have provided
a steady stream of new hires for more
than 100 years. Many individuals in
recent decades came as undocument-
ed immigrants.

This longstanding immigration
pattern changed in the postrecession

period, with surging Central American
immigration assuming a larger role.
Still, about 52 percent of the foreign-
born population in Texas is from
Mexico. Other growing flows include
high-skilled immigrants from India,
China and South Asian nations. Nev-
ertheless, Mexican inflows remain the
largest, comprising one-quarter of total
inflows after 2010 (Chart 3).

Besides those of Mexican origin,
other large groups in Texas are Cen-
tral American (8 percent of the state’s
foreign-born population), Indian
(7 percent) and Chinese (3 percent).
The total undocumented population
in Texas is an estimated 1.65 million,
about 6.1 percent of the state’s popula-
tion, with large shares from Mexico
and Central America.'

Among the undocumented in the
postrecession period, about 120,000
Texas immigrants came as children and
obtained Deferred Action for Child-
hood Arrivals (DACA) status.'® Other
immigrants targeted by recent policies
include those with Temporary Pro-
tected Status (TPS), including 36,300
Salvadorans and 8,500 Hondurans in
Texas."” Amid federal moves to strip
legal status from both DACA and TPS

International Migration Most Aids Populous Coastal States

groups, it is likely Texas’ undocumented
immigrant population will increase.

Education, Skills

Migrants are an important source
of labor and skills. Migrants typically
come “ready to work” with their educa-
tion completed when they arrive. When
the inflow of migrants is highly skilled,
this relocation is sometimes referred to
as “brain drain” for the origin state and
“brain gain” for the destination state.

Migrants into Texas are much more
likely than the general population
to have a college degree or higher
(Chart 4). This suggests the state is
filling its need for high-skilled workers
with migrants, relying on a brain gain.

International arrivals have a bimodal
distribution; they are disproportionately
concentrated at the low and high ends
of the education distribution. Almost
one-quarter of new international arriv-
als lack a high school diploma, while 43
percent have a college degree or higher.

Domestic migrants are far less likely
to be low-skilled and far more likely
to be high-skilled individuals than the
existing Texas population.

Which states are the sources of high-
skilled domestic migrants? Domestic
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transplants to Texas from New York, I1-
linois and Georgia are the most educat-
ed (Chart 5). Among migrants age 25
and older who moved from New York
to Texas since 2010, 51 percent had a
bachelor’s degree or higher compared
with the native Texan population in
which 27 percent had at least a bach-
elor’s degree.

The least-educated domestic migrants
to Texas come from Louisiana, New
Mexico and Oklahoma. Nearly three-
quarters of recent arrivals from Louisi-
ana and about two-thirds from Okla-
homa have no bachelor’s degree. Some
of these workers are likely employed in
the energy sector, and while they may
lack college degrees, they often have
technical certificates, vocational degrees
and valuable work experience.

Among international migrants, the
least educated are from Mexico and
Central America (Chart 6). This should
not be surprising; educational attain-
ment is relatively low in these coun-
tries overall.

The most educated international
immigrants to Texas are from In-
dia—76 percent have a college-or-
higher degree—followed by China,
Korea and Canada.

High-skilled immigrants tend to
work in the science, technology, engi-
neering and math (STEM) fields or in
the health care sector. Low-skilled im-
migrants tend to work in construction,
agriculture, domestic service, building
janitorial services and food prepara-
tion. In Texas, 54 percent of construc-
tion laborers, 56 percent of gardeners,
63 percent of painters and 63 percent
of housekeepers are foreign born.

Labor Market Outcomes

Texas attracts migrants largely
because of its strong economy. As a
result, migrants tend to do relatively
well in the labor market. Texas immi-
grants have higher labor force partici-
pation rates and significantly lower
unemployment rates than immigrants
elsewhere in the country (Table 1).

Texas natives also tend to outper-
form natives elsewhere in the country.

The relative strength of the Texas
economy in the aftermath of the Great

Mexico Accounts for More than a Quarter
of International Migration to Texas
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New Arrivals a Key Source of Skilled Workers for Texas
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Recession accounts for much of the
difference. From the onset of the U.S.
recession in December 2007 through
year-end 2017, employment grew
about 17 percent in Texas versus about
7 percent in the U.S. overall.
Notwithstanding differences between
Texas and the rest of the nation, immi-
grants also compare very favorably with
U.S. natives within the state. As shown
in Table 1, even among the lowest
skilled, immigrants are nearly 50 per-
cent more likely to be in the labor force
and working and, conversely, are one-

third as likely to be unemployed relative
to similarly educated U.S. natives.

Lower Immigrant Earnings
Immigrants’ overall earnings tend to
fall short of those of natives, whether
in Texas or not, since immigrants have
less education, and English is typi-
cally not their native language. Median
weekly earnings among Texas immi-
grants in 2017 were $608, while im-
migrants elsewhere in the U.S. earned
$700, as shown in the next to last row in
Table 1. U.S. natives’ $885 pay in Texas
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Domestic Migrants’ Educational Attainment by Sending State
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exceeded natives’ earnings in the rest
of the U.S.—$865.

Since educational attainment is such
a strong determinant of earnings, it is in-
structive to hold education constant and
compare earnings for a given education
group. Interesting patterns emerge.

Despite large-scale, low-skilled im-
migration to Texas, Texas immigrants
who have not completed high school
actually earn slightly more than their
counterparts in the rest of the country
and just as much as similarly educated
U.S. natives in Texas. This is surprising
because most of these low-skilled im-

migrants are likely undocumented.

In the education categories of high
school and higher, Texas immigrants
tend to earn slightly less than their
counterparts elsewhere in the country
and less than U.S. natives within the
state. This may reflect a lack of English
proficiency, less U.S. labor market
experience or a form of occupational
downgrading that sometimes happens
when professionals move and their cre-
dentials transfer imperfectly. Discrimi-
nation could also play a role.

Comparing earnings or incomes
across different parts of the country is

complicated by cost-of-living differ-
ences. Accounting for the lower cost of
living would lift the relative earnings
of Texans vis-a-vis workers in the rest
of the U.S.

Economic Effects of Migration

Migration helps power and grease
the regional economy’s engines.'®
First, migration increases the labor
force, enlarging the local economy
and increasing output as measured by
the gross domestic product (GDP). In
2016, domestic migrants to Texas made
up about 25 percent of the state labor
force." International migrants consti-
tuted 23 percent of the state’s workers.
Taken together, nearly five out of 10 Tex-
as workers today were not born in Texas
(but got here as soon as they could).

It’s not just the volume of migration
that’s important. The economic effect of
migration also depends on who comes
and the skills they bring. Texas benefits
from the brain gain through migrants’
disproportionate educational attain-
ment—the large number with a college
degree or more. Of course, with so
much migration from Mexico and Cen-
tral America, another concentration is
at the other end of the spectrum—the
lowest-skilled workers.

The bimodal education distribu-
tion of immigrants maps into simi-
larly bimodal sets of occupations that
immigrants fill. Because high-skilled
immigrants are far more likely to have
STEM degrees than college-educated
natives, they tend to fill jobs in those
sectors, as well as in the health profes-
sions—doctors and nurses.

About 46 percent of college-edu-
cated immigrants hold STEM degrees
compared with 28 percent of college-
educated U.S. natives.? Top occupa-
tions for high-skilled immigrants to
Texas include medical scientists (59
percent are foreign born), computer
software developers (45 percent) and
engineers (33 percent). Many of these
high-skilled individuals enter the U.S.
on temporary, employment-based
H-1B visas. Dallas has one of the heavi-
est concentrations of H-1B holders
among major cities.?!

Research has linked increases in
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the science and engineering work-
force to higher productivity growth.
One study estimates over half of total
factor productivity growth in the U.S.
is attributable to greater numbers of
scientists and engineers, a proxy for
research and development intensity.*
Immigrants made up the majority of
the increase in the STEM workforce in
the past two decades, so it follows that
high-skilled immigrants have account-
ed for a significant share of recent U.S.
productivity growth.

This conclusion is bolstered by evi-
dence of immigrants’ direct contribu-
tions to patenting and other innovative
activity, including entrepreneurship.
One study finds that immigrants pat-

ent new products at double the rate

of U.S. natives, a difference explained
by immigrants’ overrepresentation

in STEM occupations.” There is also
some evidence of positive spillovers in
patenting among U.S. natives. Another
study finds that increases in H-1B visas
significantly raise patent activity by
immigrants without reducing patenting
among natives.*

According to economic theory, as
long as migrants differ from locals—
which they do to varying degrees—spe-
cialization occurs. This is particularly
apparent in the case of international
immigration. For example, one recent
study shows that less-educated U.S.
natives have a comparative advantage

Labor Market Outcomes of Immigrants and Natives in Texas, U.S.

ED Rest of U.S.

in communications-intensive jobs,
whereas less-educated immigrants
have a comparative advantage in
manual-labor jobs.”

Highly educated U.S. natives have a
comparative advantage in interactive
and communications-intensive jobs;
highly educated immigrants have a
comparative advantage in quantita-
tive and analytical jobs.*® Specializa-
tion increases efficiency, which allows
more output to be produced with fewer
resources. This boosts labor productiv-
ity, raising GDP.

Immigration also leads to lower
prices for the goods and services im-
migrants produce, as well as higher
returns on investors’ capital and land.

Immigrants ‘ U.S. natives ‘ Immigrants ‘ U.S. natives

Labor force participation (%)

Less than high school credential 61.3 42.2 58.1 35.4
High school credential 67.3 59.4 65.5 56.0
Some college 75.9 65.9 69.8 65.2
Bachelor’s degree 70.9 74.3 70.2 74.0
Graduate/professional degree 775 79.3 776 74.0
All groups 679 65.5 671 63.5
Unemployment rate (%)

Less than high school credential 2.4 7.4 5.1 8.5
High school credential 2.9 5.3 4.0 4.8
Some college 25 3.7 3.8 3.9
Bachelor’s degree 2.0 2.6 3.5 2.3
Graduate/professional degree 25 1.9 27 19
All groups 2.5 3.8 3.9 3.6
Median real weekly earnings

Less than high school credential $484 $484 $480 $486
High school credential $576 $701 $582 $677
Some college $641 $725 $679 $742
Bachelor’s degree $1,013 $1,109 $1,063 $1,114
Graduate/professional degree $1,402 $1,286 $1,519 $1,367
All groups $608 $885 $700 $865
ﬁl]' C?L:%‘fr?; ages 16-24) $605 $775 $675 $770

NOTES: All data refer to January—October 2017. Median weekly earnings are deflated to October 2017 and are conditional on being employed, over age 24, with positive earnings.
SOURCE: Current Population Survey (CPS) Merged Outgoing Rotation Groups (MORG).
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In cases where immigrants and U.S.
natives are complements, lower prices
can have far-reaching effects. For
example, research shows the immi-
gration-induced decrease in the cost
of child care and housekeeping has
significantly increased the labor supply
of highly educated native women.*

Have jobs for immigrants to Texas
come at the expense of opportunities
for Texas natives? It doesn’t appear so.
The aggregate data do not indicate any
obvious effect on natives’ employment
or wages. Immigrants accounted for
about 40 percent of state labor force
growth between 2000 and 2017.%

During that period, the number of
employed U.S. natives living in Texas
increased by 1.7 million. The number
of employed immigrants living in the
state increased by a slightly smaller
number. In other words, immigrants
and U.S. natives alike gained jobs in
Texas. Meanwhile, the Texas unem-
ployment rate fell below the national
rate in 2007, remaining there and
reaching a historic low at under 4 per-
centin 2017.

It also doesn’t appear that the
migrant influx depressed Texas wage
growth, which was identical to the

nation’s 26 percent increase in aver-
age hourly wages from 2010 to 2017.%
Moreover, pay for the lowest-skilled
workers, as shown in Table 1, is as
high or higher in Texas than elsewhere
among both immigrants and natives
despite the disproportionately high
volume of low-skilled migration to the
state and a state minimum wage set at
the $7.25 per hour federal rate. Most
other large states exceed the federal
minimum standard.

Research on the labor market
impacts of immigration tends to find
a small but significant adverse wage
effect on low-skilled natives who

compete directly with foreign workers.

However, if there are bottlenecks that
constrain growth in a region—such as
a lack of workers in rapidly growing
industries—then worker inflows can
actually accelerate growth, stimulate
investment and mitigate any negative
effects on natives. This appears to be

more in line with the Texas experience.

Fueling Future Growth

Texas’ economic prowess has relied
on a large and sustained influx of
workers from other states and other
countries. These transplants account

Without Migration, Working-Age Population Projected to Stagnate

Index, 1985 = 100

for an even larger share of Texas’
growth than their relative numbers.
More importantly, because so much of
this inflow was employment related, it
naturally brought the types of work-
ers most in demand, whether it was
construction and oil field laborers,
computer engineers, medical scien-
tists or college professors.

Two national trends will play an
important future role. First, the nation
has entered a period of rapid aging of
its workforce due to the retirement of
baby boomers that began around 2010
and is expected to wind down by 2030.
Baby boomers, born in the years after
World War II, are an unusually large
birth cohort—about 76 million nation-
wide and 5.7 million in Texas.*

Demographers have decomposed
the likely change in the future work-
force into the contributions of U.S.
natives, immigrants and the children of
immigrants for the nation as a whole.
Among potential workers who are U.S.-
born by U.S. parents, a net 8.1 million
will have exited the working-age popu-
lation between 2015 and 2035.*!

As aresult, all U.S. workforce
growth over these two decades is
expected to comprise immigrants and
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their children.® Without immigration,
the U.S. workforce will decline (Chart 7).

A second issue going forward is the
future of domestic migration, which
may not remain a reliable source of
growth. Interstate mobility within the
nation as a whole has fallen since the
1980s. Population aging may explain
about half of this decline.*

Texas and the U.S. will need mi-
gration to fuel labor force growth in
coming decades. Without migration,
Texas’ working-age population would
remain nearly flat at 0.3 percent yearly
growth through 2035, while the U.S!
working-age population would decline
0.2 percent.

The Texas Demographic Center’s
projections suggest that if migration
into the state continues at the 2000-10
pace, the working-age population will
increase 1.8 percent annually through
2035. Pew Research Center projections
for the U.S., meanwhile, suggest that
immigration at current levels will be
enough to counteract the trend of retir-
ing baby boomers and lead to a modest
0.3 annual growth rate percent of the
working-age population.

Orrenius is a vice president, Abraham
an economic programmer and Gullo
a research analyst in the Research
Department of the Federal Reserve
Bank of Dallas.
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