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Immigrants play an important role in the 
U.S. economy. Nationally, almost one in 
six workers is foreign born, and immigrants 
account for more than 40 percent of labor 
force growth during the last two decades. 
New England differs slightly—immigrants 
comprise a smaller share of the labor force 
yet account for a greater share of labor force 
growth than nationally.

The region has the advantage of a bet-
ter-educated and higher-earning population 
than national averages. However, its num-
bers are growing at less than half the national 
rate, and its average age is rising more quick-
ly. In recent years, net domestic migration 
has been negative, and the outmigration of 
well-educated young residents has been high. 
Shortages of workers, particularly of highly 
educated engineers and scientists—and cer-
tain occupations requiring midlevel skills—
could threaten New England’s continued 
prosperity. Immigrants are a vital source of 
skilled workers for the region.

Economic disparities are another chal-
lenge. In recent years, New England has 
experienced rapid increases in income in-
equality.1 The poverty rate is lower than na-
tionally, but poverty is relatively high in sev-
eral former manufacturing centers and rural 
areas. Economic growth and job creation 
have been strongest in cities with sizable 
health-care and education sectors, and im-
migrants are concentrated in those same cit-
ies. For more economically depressed areas, 
attracting well-educated immigrants may be 
a way to spur economic development. 

Characteristics 
New England states vary greatly with regard 
to the volume of immigration. In 2009, 
three New England states had a foreign-
born share of population that was slightly 
higher than the 12.5 percent national aver-
age. Those states were Connecticut (13.1 
percent), Massachusetts (14.3 percent), 
and Rhode Island (12.7 percent). The oth-

er three states—Maine (3.3 percent), New 
Hampshire (5.2 percent), and Vermont (3.3 
percent)—had considerably smaller propor-

tions of their populations that were foreign 
born. Within states there was also variation. 
The highest concentrations were in Suf-
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folk County (home to Boston) and Fairfield 
County (home to Bridgeport and Stam-
ford).2 (See “Foreign-Born Population.”)

Immigrants are more likely to be em-
ployed than U.S. natives, both in New Eng-
land and across the country. That is partially 
due to the fact that so many immigrants are 
in the prime working ages, 25 to 54. Ad-
ditionally, many come specifically to work, 
and recent arrivals have little to no access to 
government benefit programs.

The home countries of New Eng-
land’s immigrants differ from those of 
immigrants nationwide, where Mexico is 
the main country of origin, accounting 
for almost one-third of all immigrants. 
In New England, less than 3 percent 
are from Mexico. Canada, the West In-
dies, South America, and Africa are more 
common areas of origin in New England 
than in the rest of the country. Portu-
gal is perhaps the most overrepresented 
country of origin in New England, ac-
counting for more than 5 percent of im-
migrants, versus less than 0.3 percent of 
all immigrants in the United States.

Among adults, immigrants living in 
New England tend to be better educated than 
those living elsewhere in the country, being 
slightly more likely to have completed high 
school than the average U.S. immigrant. The 
bigger difference is in advanced degrees. (See 
“Education Higher Among New England 
Immigrants.”) The region’s universities have 
played an important role not only in more 
natives having an advanced degree than the 
national norm, but also in the degree attain-
ment of the foreign born. 

Immigrants and 
Economic Growth
One way that immigrants contribute to 
economic growth is by adding to the la-
bor force. That increases total output and 
gross domestic product (GDP). Most of 
the gain accrues to immigrant workers in 
the form of their earnings, but natives gain 
as well. Business owners benefit from low-
er labor costs and a larger customer base. 
Natives benefit from lower prices for goods 
and services produced by immigrants. Al-
though some natives compete with immi-
grants for jobs, others benefit from work-
ing alongside immigrants. They may even 
have a job because of them. Natives often 
have different skills and work in different 
jobs. In economic jargon, immigrants are 

complements or imperfect substitutes for na-
tives, not perfect substitutes.

New England has been fortunate in 
an immigrant population that is relative-
ly high skilled. Recent research provides 
convincing empirical evidence that high-
skilled immigrants play an important role 
in innovation and research and develop-
ment. Highly educated immigrants re-
ceive patents at more than twice the rate of 
highly educated natives. The difference has 
been linked to immigrants’ overrepresenta-
tion in STEM fields (science, technology, 
engineering, and mathematics) and the 
growing number of immigrants entering 
on employment-based and student visas.3 
There is also evidence that immigration 
boosts natives’ patent activity.

Highly educated immigrants’ entre-
preneurial activities have been instrumental 
in the growth of the U.S. high-tech sector. 
In New England, more than one-quarter 
of biotechnology firms have an immigrant 

founder. In one year (2006), those firms 
employed more than 4,000 workers.4 

Innovation and entrepreneurship pre-
dominately involve highly educated immi-
grants, but less educated immigrants con-
tribute to the economy as well. They may 
pick crops, build houses, or provide house-
hold services, among other activities. In 
New England, less educated immigrants 
are particularly important to the leisure and 
hospitality industry. 

Population Loss
For several decades, New England and Mid-
west states have lost people, businesses, and 
political representation. Nevertheless, some 
cities have thrived, bucking the regions’ 
overall trends, and highly educated immi-
grants (together with educated natives) have 
played important roles. The immigrants 
are concentrated in areas that have rela-
tively strong economies. A virtuous circle 
is evident: robust economic growth attracts 
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skilled immigrants, and skilled immigrants 
boost economic growth.

But what about areas that are struggling 
economically, like parts of rural New Eng-
land and postindustrial midsize cities? These 
areas often have small shares of immigrants, 
and those immigrants they do attract are less 
likely to be highly educated. To attract skilled 
immigrants, special initiatives may be need-
ed, such as recruiting foreign students and 
encouraging them to stay when they gradu-
ate from local colleges or universities. In or-
der to attract immigrant entrepreneurs (na-
tive entrepreneurs, too), local governments 
can use tax breaks and other incentives that 
reduce the cost of doing business. Federal 
immigration laws can be used to recruit im-
migrant investors. By creating a “Regional 
Center,” authorities can devise community-
investment projects and attract immigrant 
investors under a special provision of the im-
migrant-investor visa program.5

U.S. immigration policy is generally 
not designed to promote economic devel-
opment. The government runs out of H-1B 
visas for skilled temporary workers in most 
years because quotas are insufficient. And 
the immigrant-investor program, though 
well-intentioned, is costly and difficult to 
administer. Other nations have a better track 
record of using immigration for regional 

economic development. In Canada, for ex-
ample, the provincial nomination program 
allows provinces to nominate individuals 
for an immigrant visa. Provinces can deter-
mine the admissions criteria. Less populated 
provinces are willing to accept family-based 
immigrants. British Columbia, Ontario, 
and Quebec, however, favor skilled workers, 
entrepreneurs, and students. 

Pia M. Orrenius is a research officer and se-
nior economist at the Federal Reserve Bank of 
Dallas. Madeline Zavodny is a professor of 
economics at Agnes Scott College. The opinions 
expressed are those of the authors and do not 
necessarily reflect those of the Federal Reserve 
Bank of Dallas or the Federal Reserve System.
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