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Executive Summary
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This report documents the economic contributions of Mexican Americans in Minnesota.
It is time to move away from the flawed immigration debate and failed immigration policy
nationally and locally towards a forward looking vision to make Minnesota a Global
Competitor in 2030. This vision can be realized through the dynamic contributions of
ethnic capital in Minnesota.

Mexican Americans have been in Minnesota since the 19" Century. They have
contributed to the Minnesotan economy as Consumer Capital, Human Capital,
Productive Capital, Global Capital, Fiscal Capital, Political Capital and Cultural Capital.

(0]

Mexican American consumer power in Minnesota is close to 1 billion
dollars - greater than the GDP of Liberia.

The number of Mexican American firms is growing faster than the state
overall rate. Firms with employees grew almost 200 percent during the
period 1997-2002. One can see the evidence of this entrepreneurial
activity on Lake Street and in District Del Sol

Mexican American workers provide a critical workforce to businesses in
rural Minnesota and the metro area. Latinos will be a significant segment
of the future workforce of Minnesota by 2030 with their prime workforce
growing over 100 percent between 2005-2030.

Mexico is among the top ten markets for Minnesota’s exports and trade is
an important engine for economic growth in small towns such as Austin,
Minnesota.

Mexican Americans paid an estimated 283 million dollars in personal
taxes in Minnesota at the federal and state level. Latinos in the prime tax
base of Minnesota will grow over 300 percent during the period 2005-
2030.

Mexican American cultural capital has and will continue to enrich
Minnesota and help tap the lucrative cultural heritage tourism market



nationally.

0 Mexican American Political Capital is reflected in the 73,000 people of
voting age. 45 percent of the registered voters voted in November 2004.
We are witnessing an increase in the political participation of Mexican
Americans nationally and locally.

e Investing in the Mexican American community in Minnesota has tremendous
potential for Minnesota'’s future global competitiveness.

¢ The multidimensional contributions of Mexican Americans have not been duly
acknowledged in Minnesota nor has Minnesota invested adequately in these
important strategic assets of the state.

e According to the American Community Survey 2006, 66 percent of people of
Mexican origin in Minnesota are citizens.

e According to the American Community Survey 2006, 34 percent of people of
Mexican origin in Minnesota are non citizens. These include people with legal
status as well as the undocumented workers.

o Policymakers have focused attention on the undocumented workers and have
advanced many initiatives aimed at this group of workers in Minnesota. Policy
makers should be cautioned about advocating policy measures without proper
planning in place to address the consequences of their policy proposals.

Policy makers need to explore ‘What if?’ scenarios and their impact on the
Minnesotan economy. For example if Minnesota were to lose a significant
number of workers in critical industries there would be a massive shock to the
local economy. Do we have a contingency plan in Minnesota in the case of a
labor shock that could arise if immigrant workers are deported or decide to
leave? Below are some policy scenarios and results from an econometric model
used to simulate economic impacts of changes in the local economy.

Policy Simulations

Mexican American Consumer Capital and Minnesota

What if Mexican American consumption goes down by 500 million
dollars in Minnesota?

Mexican American consumer power is 944 million dollars. Even though this is
approximately 1 percent of the total buying power in Minnesota it still has a significant
impact. For example, suppose sales go down in the Minnesotan economy by 500 million
because the community stops spending as much. If we allocate the drop in sales to
various sectors of the economy such as grocery and department stores the model
predicts that there will be a potential job loss of over 5,000 and further earning loss in the
state of over 173 million dollars. From this policy simulation we can see that the Mexican
American consumer power in the Minnesotan economy is a significant driver of the
economy.



What is the value to the state for 5000 jobs?

If we take the Legislative Auditors estimate of the average cost per job generated by the
JOBZ program as an estimate of the state’s value of a job as a midpoint value of
$15,000 per job created — then this comes up to an impact of 75 million dollars.

Mexican American Entrepreneurial Capital and Minnesota

What if Mexican American Firms increase sales by 30 million dollars?

In the EMSI Model (Policy Simulation 2) sales was increased by 30 million distributed in
the following sectors: construction, professional services, restaurants, and
communication. The model predicts that this will create an additional 700 jobs and result
in an earnings increase in the state by over 21 million dollars.

What is the value of 3,123 existing jobs created by Mexican American firms in
Minnesota?  $46 million

Mexican American Productive Capital and Minnesota

What is the possible impact of Mexican American workers on the
Minnesotan economy?

In the EMSI Model we assume 80,000 jobs (about the number of Mexican American
workers in Minnesota) are lost in the economy. We will allocate these job losses to the
various industry areas where the workers are found and then simulate the impacts.

The EMSI model predicts that this job loss will cause an additional 176,000 job losses
and drop earnings in the state by over 6 billion dollars. There will also be a loss in sales
with a sales multiplier of 1.96, meaning that one dollar in sales lost results in an
additional .96 cents of sales loss in the region. There will be further impacts on other
industries such as full service restaurants, grocery stores, supermarkets and janitorial
services.

What is the value to the state for the loss of 256,000 jobs? $3.8 billion

What if the meat packing and poultry industry in Minnesota lost 2,490
jobs (number held by non citizens according to ACS 2006)?

The EMSI model (Appendix Policy Simulation 4) predicts that there will be a further loss
of over 16,000 jobs and a loss of over 400 million dollars in earnings in Minnesota.



What is the value to the state for the loss of 18,490 jobs? $277 million

Mexican American Global Capital and Minnesota

What if agricultural exports to Mexico increased by 50 million
dollars?

The EMSI model predicts that there will be a further gain of over 1500 jobs and a gain of
over 28 million dollars in earnings in Minnesota

What is the value of 1500 jobs created to the State of Minnesota? $22 million

Mexican American Cultural Capital and Minnesota

What is the impact of an increase of $30 million into the
hospitality/tourism industry as a result of cultural tourism in
Minnesota?

The EMSI model (Appendix Policy Simulation 8) predicts that there will be a further gain
of over 800 jobs and a gain of over 23 million dollars in earnings in Minnesota.

Mexican American Fiscal Capital and Minnesota

What are estimated tax payments of Mexican Americans at the
County or City Level?

In the appendix (Tables D, E) we break down estimates of Mexican Americans by major
city and county. As can be seen, even in very small towns or counties Mexican
Americans are paying their share of the state and local taxes. They pay an estimated 42
million dollars in Hennepin County to 140 thousand dollars in Cottonwood County. They
pay an estimated 21 million dollars in Saint Paul to 90 thousand dollars in Renville.

A Flawed Immigration Debate/Policy

There is an active academic debate on the costs and benefits of immigrants to the state
and nation. The national and local debate critical of open immigration have a number of
flaws in their arguments that need to be addressed to ensure the economic health and



global competitiveness of Minnesota and the nation:

e Not a Comprehensive Analysis: Unlike the National Research Council (NRC)
study of Immigrants in 1997 which was a panel of experts who looked at the
issue of immigration in a very thorough and comprehensive manner and
focused on many of the arguments of the critics today, the newer studies tend
to focus entirely on unskilled workers and are very silent on the contributions
of high skilled immigrants. Further recent studies point out that immigrants
may raise the income of high school graduates and those with some college
— groups that tend to be most critical of immigrants. These groups benefit
through moving up in their jobs say from worker to supervisor or who benefit
from rising value of home prices or lower prices of goods produced by
immigrant labor.

0 This report looks at the multidimensional contributions of Mexican
Americans to Minnesota. There are practically no studies that include
all these dimensions in their analysis. For example, studies focusing
on the fiscal impacts of immigrants are likely not to include an analysis
of the value immigrants add to the economy as consumers,
entrepreneurs, global capital, productive workers, cultural capital and
political capital. Locally the Department of Administration’s report on
the cost of undocumented workers is an example of this partial
analysis.

0 Methodological Flaws: Recent research points to a significant criticism
of the leading studies of critics of immigration. They argue that if we
use a more dynamic economic model we will come to the conclusion
that immigration has a net benefit to society. More recently one of the
authors has challenged the leading researcher of immigration policy
and showed that there are serious methodological problems in the
model used to produce the results of a negative impact of immigrants
on wages.

e Missing the Point: The recent studies critical of open immigration policies
miss some important points established by other studies, namely:

o Immigrants are not the cause of Declining Wages of Low Skilled
Workers - The point brought out by the NRC 1997 and recent studies
illustrate that immigrants are not the cause of the decline in the wages
of low skilled workers — there are other factors more important such
as the role of technology and our global economy.

o0 Immigrants do work complementary to Native Workers and Help
Improve Native Workers Income —Recent studies illustrate that
immigrants workers are for the most part complements to native
workers and not substitutes. For example in skill levels, immigrants
are found at the very high skills and the very low skill levels while
native workers are found at the high school to college level skills.
Consequently immigrants do work in areas that actually improve the
productivity and income of natives, for example native workers who



are supervisors benefit from immigrant worker’s productivity. Recent
studies point to the fact the most recent waves of Latinos help
improve the economic conditions of earlier waves of Latinos. Others
illustrate that low skilled immigrants have had positive impacts on the
lives of professional women by increasing the amount of time they
could devote to their careers by as much as 33 minutes per week.

Race may not be the Issue — Skill Level could be- Some critics of
immigration argue that new immigrants take jobs away from other
minority groups. The NRC 1997 study pointed out that low skilled
immigrant workers might be substitutes for low skilled native workers
(who could be of any race or ethnicity) in large cities. However, this
could be a small negative impact. Moreover at a larger level this could
be an issue of skill level and not race or ethnicity — the real challenge
is retooling our low skilled workforce so that they can compete for the
higher paying jobs.

Role of the American Business Model and Technological Change
Missing — The immigration debate does not fully include a
consideration of the American business model or the market system
geared towards efficiency and profits to shareholders and owners.
Assuming the immigrant pool of workers leave or are deported and
wages rise to meet the new supply of labor — -with a global production
platform, what would prevent a meat packing plant from shifting
production to a low cost region in another state or country? We do not
know the wage threshold that will spur such decisions. Yet
researchers assume that native workers wages will rise (and they will
keep the jobs that immigrants did) if immigrants were not in the
picture.

The real issue might be improving the skills of America’s high school
dropouts — Most studies point to a small negative impact of new
immigrants on native high school drop outs. While immigrants are
blamed for their drop in earnings the conclusion of many of these
studies is to restrict low skilled immigration and not retooling the
unskilled in this country. This should be a national priority.

Minnesota Insights: A Minnesota study found a negative impact on local
wages but the results were not statistically significant. The author concludes
that the results might not be as similar to other studies finding a negative and
significant impact because of the small size of the immigrant population in
Minnesota. However this study has the same limitations that have been
pointed above. In the Minnesota context when we look at labor employment
data the following significant facts stand out that lend support to the recent
criticism of established immigration research:

(0]

(0]

We can see different occupational distributions of immigrants and
native workers.

The case for imperfect substitution between Minnesota natives and

immigrant workers can be seen not only because of language and
cultural barriers as pointed out in the recent research, but also
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because of demographic shifts that is restricting the labor pool in
various parts of Minnesota.

o One can argue looking at the high turnover rates in occupations and
industries where low skilled immigrants are found that any native who
wants that job could get it if they tried.

0 As data from DEED’s Occupations in Demand tool illustrate many
occupations where immigrants are found are high on the labor
demand rankings.

0 My analysis of both employers sanctioned by the former INS as well
as applications for high skilled immigrants in Minnesota illustrates that
there is a high demand all across Minnesota for these workers. For
example firms in 125 cities in Minnesota applied for visas for high
skilled foreign workers in Minnesota. During the period 1989 to 2000
over 1000 Minnesota companies were sanctioned for using
undocumented workers. These firms were located in 79 percent of the
counties in Minnesota.

o0 When policy makers present costs of immigrants they do it in a biased
manner by providing these costs on their own without a reference
point. What will be helpful for the taxpayer is to have a frame of
reference — for example comparing the cost for public services versus
cost of subsidy given to a private business or to participants in an
economic development program.

0 The debate around immigration especially by policy leaders critical of
immigrants end up imposing a stigma on all immigrants and citizens
who look like “illegal immigrants” as it is difficult to judge from
appearances who is legal or not. This takes racial profiling into a new
level. This also sends messages of xenophobia to our global partners
and negatively impacts our image as a global competitor.

A failed WND Immigration Policy for Low Skilled Workers — the current
immigration policy could be classified as a “Wink and Nod” (WND)
immigration policy for low skilled workers and is to blame for the current
paralysis in immigration reform in the country. Policy makers allowed the flow
of undocumented migrants through the borders to meet the labor needs of
businesses instead of developing a systematic mechanism such as that for
high skilled workers. Now policy makers want to clamp down on the flow of
migrant workers without a coherent policy to meet the labor needs of industry.
The cost of the WND policy is borne by a group of people in the country
without legal status and extremely vulnerable to exploitation. The only
response of policy makers is to increase “enforcement” actions that operate
in a legal/judicial vacuum disconnected to the economic realities of the
country or state as documented in the policy simulations of this report.

11



¢ Commonsense Conclusion Might be Right: The conclusion of a recent study
on the impact of immigrants on the economy reaches a surprising but
commonsense conclusion: the costs of immigrants might not be as high as
the critics and the benefits not as high as the advocates of open immigration.
The positive or negative impact of immigrants in the workforce depends on
the strength of the local economy, labor demand and supply conditions and
how easy it is to substitute labor for technology. It is also obvious that
workers without proper legal status or poor bargaining status are vulnerable
to exploitation by employers.

A Framework for Immigration Policy

Our debate about immigration policy has been quite heated over the past few
months. Out of this discourse we can distill a new framework for immigration policy
that will lead to an appropriate solution to the challenge that is before us.

From Cultural Anxiety to Cultural Self Confidence

There is considerable cultural anxiety in the country over the loss of what people
consider the core cultural identity of the country. We need to shift our focus from
cultural anxiety to cultural self confidence knowing that as immigrants have come to
this country, over the centuries, they have always enriched the core cultural identity
of America which at its root is not a language or a set of traditions but the idea of
liberty, freedom and a never ending quest to discover, adapt and innovate.

From Economic Anxiety to Immigrant Capital

There is considerable economic anxiety brought on by this global interdependent
economy. We need to move beyond this economic anxiety and discover that
immigrant capital could hold the key to our prosperous future.

From the Short Term to the Long Term

Most of our policies have the short term political cycle as their frame of reference.
Census data shows progress made by successive generations of immigrants to this
country whether it is in educational levels or homeownership rates. In the long term
there is a net benefit from immigration.

From a Local Perspective to Global Interdependence

The need of the hour is to take a global perspective as we deal with local issues.
Who would have thought that firms from India and China would create jobs for
Minnesotans through their investments in the local economy?

12



From Opinion Based Policy to Fact Based Policy

We need to move our debate and policies from opinions to facts. Too often in the
debate facts are used to discredit the other perspective. What we need to do is to
have a vigorous debate over the facts and allow this dialogue around facts to lead to
sound policy decisions.

From Broad Policies to the Specificity Rule

There is an important principle in economics called the specificity rule — target your
solution to the source of the problem. In the immigration debate as we try to come to
solutions too often we see broad policy solutions instead of focusing on a core issue
and dealing with it with the right set of tools.

From Terrorism Anxiety to Intelligent Vigilance

One can easily see the importance of security and intelligent vigilance. If we just go
by racial or ethnic profiling we would find it so hard to distinguish a potential terrorist
from an ordinary citizen. With intelligent vigilance we can use technology and other
tools to be more specific who and what we are looking for. What we should be
working on is building community networks of trust and friendship because in the
long haul that is our biggest defense against terrorism.

From a Closed Dialogue to an Open Dialogue

Too often in the debate we do not get very far because we get lost in our
communication about the issues. What compounds matters are that the color of
immigrants has changed and so any discourse on the topic gets meshed in racial
overtones. That is why it is so important to have the right context and form for a
discourse on immigration.

13



Ethnic Capital and Minnesota’s Future

Mexican Americans in Minnesotat

“..Although immigration touches some hot button issues, the American economy is
extremely large and complex, running at $7.6 trillion a year. This economy is the end
result of ten of thousands of factors, many of which are far more critical than the
country's immigration policy. Such factors include the rate at which the country saves
and invests and the human capital of its own workers. It is simply not plausible that
immigration, even across a decade, by increasing the supply of workers by 4 percent
could seriously impact such an economy. However, although it is easy to exaggerate the
aggregate effects of immigration, they should not be minimized. As measured by
changes in wages, the economic benefits of immigration run as much as $10 billion a
year. In addition, the economic benefits of immigration that operate only through lower
prices, without displacing or disadvantaging competitive domestic labor, add to the
positive effects of immigration.” National Research Council, 1997, page 220

This report documents the economic contributions of Mexican Americans in
Minnesota. It is time to move away from the flawed immigration debate and failed
immigration policy nationally and locally towards a forward looking vision to make
Minnesota a Global Competitor in 2030. This vision can be realized through the
dynamic contributions of ethnic capital in Minnesota.

Mexican Americans have made Minnesota home since the 1800s and are an
integral part of the agricultural and later manufacturing economy.” The
multidimensional economic and social contribution of Mexican Americans in
Minnesota as entrepreneurs, workers, consumers, global capital, tax payers and
cultural capital has not been given appropriate policy attention. Nor has there
been proper investment provided to nurture these strategic assets of Minnesota.

This report will document the multidimensional ethnic capital of Mexican
Americans in Minnesota and illustrate how the future of Minnesota will depend on
how much we invest in this community today.

Mexican Americans in Minnesota have been caught in the vortex of a very harsh
immigration debate that portrays all of the community as “immigrants who are
illegal and cost the state too much money.” This is an unjust portrayal of the
community — majority of who are citizens and a Minnesotan community with roots
going into the 19™ century in Minnesota. This negative stigma is a great
psychological burden for a community to bear— especially a community that has
invested so much to build the economy of Minnesota.

This report will document the economic contribution of Mexican Americans in

Minnesota and calls for a paradigm shift in the way we view and interact with
such a dynamic group of Minnesotans.
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The report will use public sources of data on the community such as Census
2000, the American Community Survey, the Survey of Business Owners 2002,
the IPUMS data set and other credible sources. The report will also use an
econometric model, EMSI to provide simple simulations allowing us to get an
insight into the economic contributions of Mexican Americans in Minnesota. The
EMSI model is a standard tool used by economists to assess the economic
impacts of various policies. It provides both a snapshot of an economy after
policy or other changes occur and provide an insight into our interdependent
economy.

There is much debate about the number of undocumented workers in Minnesota.
For consistency this report will only use data from the American Community
Survey, 2006. The survey estimates around 53,788 people of “Mexican” origin
who are non citizens. While non citizens would include the undocumented
workers they will also include people with legal status who are not citizens. The
importance of using the ACS survey data is that it provides further details about
the non citizens such as occupation etc that is useful in this analysis. Further
from the analysis of this report one could project similar impacts on a larger or
smaller population of undocumented workers. However, since these workers by
nature are “invisible” to official data collection systems most analysis estimating
the number of undocumented workers faces the challenge of being a good
reflection of reality. A recent report of the Department of Administration estimated
the undocumented workers to be around 85,000, while an earlier estimate put it
at 48,000. The latest range of the Pew Hispanic Center is between 75,000 and
100,000. Most of the undocumented workers are of Mexican origin. So the
estimate of the American Community Survey of around 53,788 Mexican non
citizens will help us gain some insights into the larger picture®.

15



Ethnic Capital: Mexican American Minnesotans

We can assess the potential of ethnic capital of Mexican Americans in Minnesota
in the following areas:

Human Capital
Consumer Capital
Entrepreneurial Capital
Productive Capital
Global Capital

Fiscal Capital

Cultural Capital
Political Capital

N AWNE

Human Capital

Key Points

e Mexican Americans have young human capital — meaning these are
critical investment years for them. The quality of investment in them will
determine the quality of their skills in 2030.

e Because of the nature of their parent’s occupations — low paying, low
skilled and long hours there is increased need for the state to develop
innovative ways to reach out to this community during their critical
educational years.

Figure 1
Latino Growth 2000-2030
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The latest American Community Survey, 2006 estimated the population of
Minnesotans of Mexican origin to be 138,368 compared to 95,610 of Census
2000%. People of Mexican origin make up 2.6 percent of the population of
Minnesota. The community is younger than the overall population with the
median age being 24.5 compared to 36.8 for the rest of the state. 39 percent of
the community is under 17 years of age. 21 percent are young workers in the 25-
34 year group. These facts are important in the light of the changing
demographics of Minnesota which will increasingly need a young workforce to
support the needs of a larger population of older Minnesotans. Since no
projections are available for people of Mexican Americans we present data in
Figure 1 showing projections of the rapid growth of the Latino population in 11
Minnesota counties during the period 2005-30.

TABLE 1
Mexican

Total population American
Total population 5,167,101 138,368
SEX AND AGE
Male 49.70% 53.80%
Female 50.30% 46.20%
Under 5 years 6.70% 15.20%
5to0 17 years 17.60% 23.90%
18 to 24 years 10.10% 11.80%
25 to 34 years 13.00% 21.60%
35 to 44 years 14.70% 13.80%
45 to 54 years 15.40% 7.90%
55 to 64 years 10.40% 3.40%
65 to 74 years 6.00% 1.70%
75 years and over 6.10% 0.80%

Source: ACS, 2006

Table 2 shows that there are 34,803 “Mexican” households or 1.7 percent of all
households in Minnesota with the average household size larger than the state
average of 2.46.

TABLE 2
Mexican
Total American
Households 2,042,297 34,803
Family households 65.10% 74.60%
Nonfamily households 34.90% 25.40%
Average household size 2.46 3.45
Average family size 3.03 3.82

Source: ACS 2006
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Table 3 provides data on school enrollment where we can see most of the
community enrolled in early school from preschool to elementary school.

TABLE 3
Mexican
Total American
Population 3 years and over enrolled in school 1,349,143 41,415
Nursery school, preschool 6.40% 9.60%
Kindergarten 4.70% 6.80%
Elementary school (grades 1-8) 40.10% 53.20%
High school (grades 9-12) 22.90% 19.30%
College or graduate school 26.00% 11.10%

Source: ACS 2006

Table 4 presents data on educational attainment. Here we find 43 percent
without a high school degree and 10 percent with a college degree or higher.

TABLE 4

Mexican

Total American
Population 25 years and over 3,387,448 68,001
Less than high school diploma 9.30% 43.10%
High school graduate (includes equivalency) 28.60% 31.60%
Some college or associate's degree 31.60% 15.10%
Bachelor's degree 20.80% 7.70%
Graduate or professional degree 9.60% 2.40%

Source: ACS 2006

Policy Simulation: What if we closed the achievement gap in the
country between ethnic and racial groups?

A recent study done by the Rand Corporation explored this option with a
simulation for California and the nation. According to their simulation in 1997
dollars full equalization of educational outcomes would cost the nation 6.1 billion
dollars and would save 7.6 billion dollars in public expenditures, increase income
tax revenues by 8.2 billion dollars and bring societal benefits of 158 billion
dollars®. What this study points out is that investment, if properly done, could
benefit the nation much more than the initial investment, and has special

relevance to Minnesota.
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Policy Issues

1. Minnesotans of Mexican origin present the state with a young population
with great human capital potential for the future if proper investment is
made in their education and training especially during the critical time
when they are in school. What we do today in investing in this human
capital will determine Minnesota'’s future in 2030.

2. Particular attention should be given to the critical transition points in the
school years of the child — preschool to kindergarten, high school to
college and college to graduate school.

3. Arecent national study points to a glaring policy failure in American
history. The author states, “Perhaps even more troubling there is no
evidence of progress between the second and third generation. About one
fourth of second- and third-generation Mexican Americans have not
completed high school”.® Particularly relevant since the author also
illustrates that Mexican Americans are in low pay low skilled occupations.
In Minnesota in 1975, for example, it was reported that over 70 percent of
the community had less than a high school education.” How is it that in
2007 we are yet to close the achievement gap in this community while at
the same time we continue to benefit as an economy from this
multidimensional ethnic capital? Given the working conditions and low pay
of migrant labor, why have we not invested in Mexican American human
capital? Instead policymakers have allowed this situation to go on for
decades while at the same time benefiting from this productive ethnic
capital.

4. The quality of human capital of Minnesotans of Mexican origin is low and
provides avenues only to low skilled jobs. Because of the nature of these
jobs policy attention should focus on not perpetuating the grave policy
failure of the past — but rather investing in this community with tremendous
human capital potential that the state will need in the coming decades.
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Consumer Capital

Key Points

e Mexican Americans as consumers play an important role in the Minnesota
economy by buying goods and services and offering culturally specific
goods and services. In doing so they help to create and sustain jobs in the
Minnesota economy.

e The Mexican American consumer market is a good source for the growth
of market share of businesses trying to tap this unique market®.

The buying power of Mexican Americans in Minnesota is an estimated 944
million dollars — greater than the GDP of over 20 countries in the world - greater
than the GDP of Liberia.’

Buying Power of Non Citizens - We can estimate the buying power of people of
“Mexican” origin that are non citizens to be 250 million dollars after adjustments
for remittance flows and personal taxes.®

Remittances — Recent estimates put remittances by workers to Mexico to be
around $400 per month on average. If we assume from these studies that these
workers are charged around 4 % fees then this generates around $7 million in
fees to institutions involved in the money transfer business. Some view
remittances to Mexico as a leakage from the Minnesotan economy. However we
have to keep in mind that it is playing a long term role in stabilizing the Mexican
economy and perhaps lessening the flow of people across the border searching
for a better life. For example there is more money transferred to Mexico via
remittances than official international development aid to Mexico or around 2.4
percent of the Mexican GDP. Remittances have also played a role in the political
transformation of Mexico in recent times as they have provided an independent
source of income and movement away from political patronage to achieve
economic goals. It is estimated that 27 percent of remittance money is used to
start micro enterprises in Mexico.'! Further this money is spent on consumer
goods that also benefit many American companies in Mexico like Wal-Mart.*?

The Consumer Expenditure Surveys brought out nationally by the Bureau of
Labor Statistics reveal that Latinos have unique expenditure patterns that will
increase demand in certain sectors more than others.

Table 5 presents this data for the Minneapolis-St. Paul area for the population at
large and Latino expenditures in the same category at the national level.



Table 5: Consumer Expenditures

MSP Area (%) Latino (National) (%)
TOTAL EXPENDITURES $58,900 43053
FOOD 11.6 14.3
HOUSING 32.8 35.8
APPAREL 4.2 5.3
TRANSPORTATION 145 19.2
HEALTH CARE 5.3 3.9
ENTERTAINMENT 6.2 3.6
CASH CONTRIBUTIONS 3.9 3.1
INSURANCE/PENSIONS 13.9 9.5

Source: BLS, Consumer Expenditure Survey 2004-5, Latino, CES 2006

One can see a greater share of Latino expenditures going for food and housing
for example. Within these categories one can find further differences — for
example, Latinos spend more than the general population on meat products and
for apparel.

What this means is that the community through its purchases increases the
demand for goods and services in the communities they are part of. A buying
power of 6 million dollars in Glencoe or a million dollars in Long Prairie could
mean a lot for local businesses. Tables A and B in the Appendix give Mexican
American buying power in a number of cities and counties in Minnesota.

Policy Simulation: What if Mexican American consumption goes
down by 500 million dollars in Minnesota?

The EMSI model (see Appendix, Policy Simulation 1) is an input output model
that allows us to explore “what if?” scenarios'®. Though it has its limitations it
provides an important planning and educational tool to allow us to see the
economy wide impacts of certain policies.

Mexican American consumer power is 944 million dollars. Even though this is
around 1 percent of the total buying power in Minnesota it still has a significant
impact. For example, suppose sales go down in the Minnesotan economy by 500
million because the community stops spending as much. If we allocate the drop
in sales to various sectors of the economy such as grocery and department
stores the model predicts that there will be a potential job loss of over 5,000 and
further earning loss in the state of over 173 million dollars. From this policy
simulation we can see that the Mexican American consumer power in the
Minnesotan economy is a significant driver of the economy.

How much does Minnesota value 5,000 jobs? If we take the Legislative Auditors
estimate of the average cost per job generated by the JOBZ program as an
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estimate of the state’s value of a job as a midpoint value of $15000 per job
created — then this comes up to an impact of 75 million dollars.™*

Policy Issues

Very often business and policy makers ignore the ethnic market for
various reasons. As such they do not give the economic impact of these
markets due consideration in their analysis. The policy simulation above
illustrates that this is not an optimal policy position. Policy makers and the
public need to be educated on the consumer power of Mexican Americans
in creating and sustaining jobs in the local economy.
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Entrepreneurial Capital

Key Points

e There is a vibrant entrepreneurial energy in the Mexican American
community that is increasing the economic base of the community as well
as creating jobs and adding to the tax base of Minnesota.

There is a vibrant entrepreneurial energy in the Mexican American community.
One can visibly see this in the growth of Latino businesses in Saint Paul’s District
Del Sol or very dramatically on Lake Street in Minneapolis.

What is occurring here is the transformation of boarded up or crime infested
areas to one of entrepreneurial activity catering to both the ethnic economy as
well as mainstream customers. Some of this activity is moving upstream towards
manufacturing, services and the high tech industry.

Table 6: Mexican American Firms in Minnesota

Annual
Sales Firms with  Sales in Payroll in
Firms (million) Employees Million Employees Millions
2002 1908 277 448 229 3123 57
1997 1163 213 155 NA NA NA
Growth
Rate % 64 189

Source: Survey of Business Owners, 1997, 2002

Table 6 reports data from the Survey of Business Owners 2002 that comes out
every 5 years. During the last 5 year period of the survey, Mexican American
firms grew 64 percent and more importantly, firms with employees grew 189
percent. Total sales of these firms were 277 million dollars and they employed
3,123 people with an annual payroll of 57 million dollars. Mexican American firms
are just .42 percent of all firms in Minnesota.

Top industries where Latino firms are found in Minnesota are in Health Care and

Social Assistance, Professional services, Construction and Retail Trade.

Major counties with 100 or more Latino firms are: Hennepin, Ramsey, Dakota,
Anoka, Washington, Scott and Olmsted.



Mexican American and Latino firms have also offered Minnesota unique models
of entrepreneurship, from cooperatives such as Mercardo Central to mini malls to
sole proprietors. They have also created a unique cultural presence in certain
neighborhoods and have become an important resource for cultural tourism in
Minnesota.

There is also a growth in Mexican American and Latino firms in rural areas in
places like Worthington and Willmar.

Policy Simulation: What if Mexican American Firms increase
sales by 30 million dollars?

In the EMSI Model (Policy Simulation 2) sales was increased by $30 million
distributed in the following sectors: construction, professional services,
restaurants, and communication. The model predicts that this will create an
additional 700 jobs and result in an earnings increase in the state of over 21
million dollars.

What is the value of creating 3,123 jobs in Minnesota?

The Legislative Auditor in a recent report assessing a current economic
development program estimated that the cost per job created ranged between
11,000 dollars to 30,000 dollars based on assumptions made.*® So if we value
these jobs created by Mexican American firms (without any government program
targeting them) at the midpoint, say $15,000 per job we get an estimated $46
million value to the State of Minnesota.

Policy Issues

e Most of the growth in entrepreneurial activity has resulted with very little
policy or program intervention by the state. One of the greatest needs of
ethnic entrepreneurs is the removal of barriers that they face in accessing
government contracts or in selling to other businesses.

e Policy makers largely ignore the role of immigrant entrepreneurship as an
engine of economic revival in depressed local economies. There is
enough visible evidence on major commercial corridors such as Lake
Street in Minneapolis or on Main Street in many small towns to observe
how they have transformed run down storefronts to centers for vibrant
economic activity.

24



Productive Capital

Key Point

e With an aging population Minnesota is going to increasingly rely on the
productive capital of Mexican American workers in Minnesota.

To understand the importance of the Mexican American workforce one has to
look at the demographic projections of the State Demographer. Figure 2 shows
that by 2030 Latino (and Mexican American) workers will be the fastest growing
segments of the prime workforce in Minnesota

Figure 2

Growth Latino Workforce 2005-2030
109 Percent growth

200,000 ~
150,000 +
100,000 +
50,000 +
0

25-54 year olds

2005 2010 2015 2020 2025 2030

Year

Source: Population projections, Minnesota State Demographer
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Table 7 presents the distribution of Mexican American workers by occupation
while Table 8 provides this distribution by industry. One can see that the
distribution of Mexican American workers by industry or occupation is quite

distinct from other workers in Minnesota and as the immigration literature points

out.

TABLE 7 — MEXICAN AMERICAN WORKERS
BY OCCUPATION, 2006

“Mexican
Total Origin”
Management, professional, and related occupations 36.50%  13.60%
Service occupations 15.40%  29.10%
Sales and office occupations 25.40%  14.60%
Farming, fishing, and forestry occupations 0.70% 2.80%
Construction, extraction, maintenance, and repair occupations 8.50% 9.00%
Production, transportation, and material moving occupations 13.50%  31.00%
Source: ACS 2006
TABLE 8 — MEXICAN AMERICAN WORKERS
BY INDUSTRY, 2006
“Mexican
Total Origin”

Agriculture, forestry, fishing and hunting, and mining 2.40% 3.20%
Construction 6.70% 8.40%
Manufacturing 14.60%  24.50%
Wholesale trade 3.60% 4.20%
Retail trade 11.30% 7.80%
Transportation and warehousing, and utilities 4.50% 1.50%
Information 2.30% 1.00%
Finance and insurance, and real estate and rental and leasing 7.60% 5.00%
Professional, scientific, and management, and administrative and
waste management services 9.30%  10.20%
Educational services, and health care and social assistance 22.50% 9.40%
Arts, entertainment, and recreation, and accommodation and food
services 7.80% 18.10%
Other services (except public administration) 4.20% 4.80%
Public administration 3.20% 1.80%

Source: ACS 2006
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These distinctions will become clear as one studies detailed occupational or
industrial category. For example while 24.5 percent of Mexican American
workers are in the manufacturing sector, most of them work in the food industry.
By occupation the major sectors are production and services and by industry the
major sectors are manufacturing and the accommodation industry.

TABLE9 A
INDUSTRIES WITH MAJOR MEXICAN AMERICAN PRESENCE
Mexican
Origin Percent
Name of Industry Total Workers Workers Mexican
Miscellaneous petroleum and coal
products 385 198 51.4%
Fruit and vegetable preserving and
specialty foods 5,914 2,270 38.4%
Animal slaughtering and processing 15,005 4,037 26.9%
Apparels, fabrics, and notions 1,259 333 26.4%
Specialty food stores 5,830 1,240 21.3%
Services to buildings and dwellings 18,397 3,759 20.4%
Industrial and miscellaneous
chemicals 3,828 772 20.2%
Not specified trade 1,495 250 16.7%
Bakeries, except retail 3,919 597 15.2%
Paperboard containers and boxes 4,589 649 14.1%
Coating, engraving, heat treating and
allied activities 2,108 291 13.8%
Metal forgings and stampings 3,645 476 13.1%
Aluminum production and processing 939 118 12.6%
Used merchandise stores 5,198 593 11.4%
Car washes 3,905 431 11.0%
Jewelry, luggage,and leather goods
stores 4,571 491 10.7%
Not specified food industries 1,440 151 10.5%
Employment services 30,249 2,877 9.5%
Restaurants and other food services 169,965 11,396 6.7%
Construction 240,732 6,498 2.7%

Source: American Community Survey, 2006

Table 9 A shows the major industries with a significant Mexican American
presence and includes some key manufacturing industries such as animal

slaughtering and processing.

Table 9 B shows major industries where more than a 1000 “Mexican” non
citizens work in Minnesota. Data is retrieved from the 2006 ACS Survey from the
IPUMS database. These industries are the food service and hospitality industry
and certain manufacturing industries like meat packing. According to the ACS,
2006 (Appendix Table J) estimates there were more than 40,000 workers of
“Mexican” origin in over 130 industrial categories in Minnesota.
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TABLE 9B
NON CITIZEN WORKERS of “MEXICAN”

ORIGIN, 2006
MAJOR INDUSTRIES WORKERS
Restaurants and other food services 7331
Construction 5664
Services to buildings and dwellings 3368
Animal slaughtering and processing 2990
Traveler accommodation 1819
Animal production 1706
Employment services 1541
Specialty food stores 1148
Grocery stores 1119

Source: ACS 2006, IPUMS data

Policy Simulation: What is the possible impact of Mexican
American workers on the Minnesotan economy?

The EMSI model (see Appendix Policy Simulation 3) will help us get a picture of
the possible impact of the Mexican American workers on the Minnesotan
economy. The way we apply the model is to assume that 80,000 jobs (about the
number of Mexican American workers in Minnesota) are lost in the economy. We
will allocate these job losses to the various industry areas where the workers are
found and then simulate the impacts.

Methodology

The data for Mexican American workers by industry is taken from the IPUMS
data from the American Community Survey, 2006. The allocation of workers to
industry is made using the industry distribution from the IPUMS data as well as
corroborating the information with the data on occupational distribution of
Mexican Americans in the IPUMS data and the DEED dataset on worker
distribution in Minnesota.®

The EMSI model*’ predicts that this job loss will cause an additional 176,000 job
losses and drop earnings in the state by over 6 billion dollars. There will also be a
loss in sales with a sales multiplier of 1.96, meaning that one dollar in sales lost
results in an additional .96 cents of sales loss in the region. There will be further
impacts on other industries such as full service restaurants, grocery stores,
supermarkets and janitorial services.
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This is a reasonable estimate of the economic impact of Mexican American
workers on the Minnesotan economy. There are limitations with this estimate,
namely the model gives us a snapshot of the impact and not the dynamic
processes that occur. Further it assumes job losses and not the loss of
workers*®,

What is the value to the state for the loss of 256, 000 jobs?

The Legislative Auditor in a recent report assessing a current economic
development program estimated that the cost per job created ranged between
11,000 dollars to 30,000 dollars based on assumptions made.*® So if we value
these jobs at the midpoint, say $15,000 per job we get an estimated $3.8 billion
value to the State of Minnesota.

How plausible are these estimates?

One can say that the model provides reasonable estimates of the economy wide
impact of Mexican American workers. One can debate the magnitude of the
impacts in real terms but one cannot deny that significant impacts would occur in
an interdependent economy.?

For example, when the Campbell Soup company closed in Southern Minnesota,
a study evaluated the estimates of impacts and the actual impacts of the plant
closing on the regional economy.?* The initial analysis used a model very similar
to the EMSI model as part of the analysis and concluded that the short term
impacts were fairly close to the model predictions. However the long term
adjustment of the economy in that area occurred in unique ways and was
determined by the particular characteristics of the industries in the area. By 2002
the region recovered from the initial loss but there was also evidence of the long
term impact of the plant closing on the regional economy.

There are other factors that point to the importance of these workers to the
regional economies.

e Inthe Appendix (Tables G, H) there are estimates of labor demand for
some top occupations in various regions in Southern Minnesota. These
tables are derived from a new tool provided by DEED called Occupations
in Demand that combines a number of indicators such as demand, job
vacancies, unemployment claims and job turnover into an indicator of
labor demand?. We can easily see that certain occupations where
Mexican American workers are in high demand such as in the meat
processing occupations, janitorial services etc. An important fact is that
these jobs are very low paying low skilled jobs.
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e Further when we study these regions we find that all of them will be facing
critical labor shortages in the future and will be increasingly dependent on
in-migration to meet the labor needs.?® In the Appendix (Table k) latest
data on migration flows show many areas in rural Minnesota with a Latino
presence facing a demographic decline.

Policy Simulation: What if the meat packing and poultry industry
in Minnesota lost 2,490 jobs (number of jobs held by non
citizens)?

The EMSI model (Appendix Policy Simulation 4) predicts that there will be a
further loss of over 16,000 jobs and a loss of over 400 million dollars in earnings
in Minnesota®

What is the value to the state for the loss of 18,490 jobs?

The Legislative Auditor in a recent report assessing a current economic
development program estimated that the cost per job created ranged between
11,000 dollars to 30,000 dollars based on assumptions made.?® So if we value
these jobs at the midpoint, say $15,000 per job we get an estimated $277 million
value to the State of Minnesota.

Policy Simulation: What if Full Service Restaurants in Minnesota
lost 5000 jobs done by non citizens?

The EMSI model (Appendix Policy Simulation 5) predicts that there will be a
further loss in jobs of around 7,000 and a 153 million dollar drop in earnings in
Minnesota. (We assume the non-citizens do the same work as all workers in the
restaurants).

What is the value to the state for the loss of 12,000 jobs?

The Legislative Auditor in a recent report assessing a current economic
development program estimated that the cost per job created ranged between
11,000 dollars to 30,000 dollars based on assumptions made.?® So if we value
these jobs at the midpoint, say $15,000 per job we get an estimated $180 million
value to the State of Minnesota.
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Policy Issues

1. While there has been a lot of rhetoric on clamping down on undocumented
workers in Minnesota, there has been no detailed planning on “What-if?”
scenarios and their impact on the Minnesotan economy. The EMSI model
points to the nature of our interdependent economy in Minnesota. The
model also corroborates that Mexican American workers play a very
productive role in our economy and produce a lot of value. If these
workers were to leave in the short run before market forces have time to
adjust there could be a serious shock to our economy. In the long run
given the aging population and decline in the labor pool in rural Minnesota
there could also be a severe labor shortage. This is compounded by the
fact that in many of the occupations where these workers are found there
is a high turnover rate and difficulty in finding a stable labor pool.

2. The Mexican American workforce though a small portion of the Minnesota
workforce make up an important segment of certain industries such as
food processing, meat packing and the hospitality industry. These
industries could be vulnerable to an adverse labor shock.”’

3. The State needs to develop contingency plans for staffing critical
industries should large scale deportations occur or in the event that
immigrant labor voluntarily leaves the state or country for better
opportunities.

4. The working conditions of these workers especially the undocumented
workers need policy attention. For example there is evidence for a higher
incidence of work place injuries and fatalities for Latino workers compared
to other workers.?® These undocumented workers are vulnerable to
exploitation because of their legal status.

5. An interesting dimension emerges when we do a policy simulation in
Nobles County to assess the impact of 200 jobs lost in the meat packing
industry. The model predicts that earnings per worker will go up after this.
The implication is that a lot of jobs in the area are low paying jobs and so
the loss of these low paying jobs raises the average earnings per worker.
A larger implication from the point of view of the city of Worthington for
example is that if the number of these jobs increased and more low paid
workers moved into the area there would be increased demand for city
services and affordable housing. So while a low wage economy is good
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for business it is not necessarily good for the local government which
would prefer higher paid jobs that would be less reliant on government
services.?

. How much do wages need to rise to bring more local people into the jobs
that immigrants do? This is an important question as local people in
Southern Minnesota recall the middle class jobs in the meatpacking
industry that no longer exist. From a company’s point of view in a global
economy if local costs rise they could explore shifting production
elsewhere as has been done in many industries. On the other hand some
people will not do this job at least for the existing wage of $11 in
Worthington’s meat packing industry. Workers are willing to drive out of
town for a job earning a dollar less in a different industry.*® So for certain
industries we would need to explore the wage premium that local workers
would need for the same job. Local residents did not have the negative
perception with meat packing jobs when they were paid a union middle
class wage in the past. However the earlier question is still unanswered —
will the company shift production or make technological changes if wages
rise to say $20 an hour?

There are some who argue that the meat packing industry has been
transformed through a combination of factors such as changing consumer
preferences for meat products, consolidation in the industry, technological
changes, and a move to rural areas. This has led to a demand for low
skilled workers and Latino workers have emerged to meet that demand.
The displacement of jobs from high paying to low paying jobs occurred
through larger forces mentioned above.*
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Global Capital

Key Points

e Minnesota stands to gain with improved trade relations with Mexico.
Mexican Americans in Minnesota can facilitate this growth in trade
relations through their global networks.

e Trade is an integral part of the Minnesota economy. Export-supported jobs
account for about 5.2 percent of private sector employment in Minnesota.
5,504 companies exported goods from Minnesota. In 2006 exports grew
57 percent since 2002 making Minnesota among the top 20 states in the
nation for growth in exports.*

e Minnesota ranked 19" in the nation for foreign students studying in the
USA. International students had an economic impact of 186 million dollars
in Minnesota. Over 8,000 Minnesota students studied abroad in 2005.
Mexico was the 6th most popular destination for students studying
abroad.*®

e Mexico is an important travel destination for Minnesotans. Carlson
Wagonlit's Annual Survey of Travel Trends in the USA, gives us an idea of
Mexico as a tourist destination nationally. The survey placed Mexico as a
tops%lo travel destination with 4 Mexican destinations being on the top 10
list.

The city of Austin, Minnesota illustrates the importance of Global Capital and the
role of Mexican Americans in Minnesota. Austin is tied much deeper than it is
aware, to the economy of Mexico. In 2006 Hormel sales to Mexico was over 13
million dollars.*

According to the Minnesota Trade Office more than 400 Minnesota companies
do business with Mexico and around 20 companies had a presence in Mexico in
2000.*°

Mexico was Minnesota’s 9th largest export market and was also the top market
for exports of Minnesota’s electrical equipment industry. Exports grew by 9
percent based on an increased demand for computers and electronics
machinery.®’

At a larger level, Mexico is among the top trade markets for Minnesota. In 2006
trade between Mexico and Minnesota was close to 2 billion dollars.® Mexico was
among the top 10 export markets for Minnesota.*®* Table C in the Appendix
provides details about the various sectors of Minnesota’s economy involved in
trade with Mexico. However there is much potential to expand trade with Mexico
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as Minnesota accounts for a very small portion of US-Mexico trade. The Mexican
American community in Minnesota can be an important network to improve our
trade possibilities with Mexico.

Policy Simulation: What if agricultural exports to Mexico
increased by 50 million dollars?

The EMSI model predicts that there will be a further gain of over 1500 jobs and a
gain of over 28 million dollars in earnings in Minnesota

What is the value of 1500 jobs created to the State of Minnesota?

The Legislative Auditor in a recent report assessing a current economic
development program estimated that the cost per job created ranged between
11,000 dollars to 30,000 dollars based on assumptions made.*’ So if we value
these jobs at the midpoint, say $15,000 per job we get an estimated $22 million
value to the State of Minnesota.

Policy Issues

e Minnesota stands to gain with improved trade relations with Mexico.
Mexican Americans in Minnesota can facilitate this growth in trade
relations through their global networks.

e Trade is an important part of the Minnesota economy. If Minnesota wants
to increase its market share in Mexico and other parts of the world it would
need to temper its harsh anti immigrant rhetoric and policies as it will be
sending the wrong message to potential trade partners.
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Fiscal Capital

Key Points

¢ Mexican Americans like other Minnesotans pay their share of taxes at the
federal, state and local level

Table 10 provides estimates of tax payments by Mexican Americans in
Minnesota. They paid an estimated 141 million dollars in state and local taxes
and an estimated 142 million dollars in Federal taxes. In all Mexican Americans
pay around 1 percent of the taxes in Minnesota.*! Tax liability is estimated using
a simple method of computing average tax rates. Average Federal tax rates was
estimated using effective federal tax rates estimated by the Congressional
Budget Office based on income levels. Minnesota has provided effective state
and local tax rates in the 2007 Minnesota Tax Incidence Study by income level.
Mexican American effective tax rates were estimated after looking at the
distribution of Mexican American household levels by income group using
Census 2000 data. For the overall population in the country according to the
Congressional Budget Office, the effective Federal tax rate was 20.5 percent in
2005. For Minnesota as a whole the state tax incidence study estimated an
effective tax rate of 11.6 percent with taxes being slightly regressive overall. For
the estimates in this report we use a Federal effective tax rate of 11.6 percent
(weighted average of effective tax rates at different income levels) and a
Minnesota effective tax rate of 11.5 percent (weighted average of effective tax
rates at different income levels) derived from household income distribution of
the Mexican American community in Minnesota as recorded in Census 2000.

TABLE 10: Tax Estimates

1 Average Household Income "Mexican" (2006)" 35,278
2 Federal Effective Tax rate (2005)° 11.60%
3 State and Local Effective Tax Rate (2004)* 11.50%
4 Number of "Mexican" Households 34,803
5 Total Household Income "Mexican" (Row 1* Row 4)  $1,227,780,234
6 Federal Taxes (Row 5 * Row 2) $142,422,507
7 Minnesota State and Local Taxes (Row 5* Row 3) $141,194,727
8 Personal Taxes (Row 6 + Row 7) $283,617,234
9 Income after Taxes (Row 5 - Row 8) $944,163,000
10 Personal Taxes Non Citizens $24-55 million*

Source: * American Consumer Survey, 2006

2 Congressional Budget Office, 2007, page 6
# Minnesota Tax Incidence Study, 2007, Table 4-2
2006 American Community Survey
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Policy Simulation: What are estimated tax payments of Mexican
Americans at the County or City Level?

In the appendix (Tables D, E) we break down estimates of Mexican Americans
by major city and county. As can be seen, even in very small towns or counties
Mexican Americans are paying their share of the state and local taxes. They pay
an estimated 42 million dollars in Hennepin County to 140 thousand dollars in
Cottonwood County. They pay an estimated 21 million dollars in Saint Paul to 90
thousand dollars in Renville.

Policy Issues

Too often the role of Mexican Americans as tax payers is ignored.
Mexican American citizens paid an estimated 187 million dollars in
personal taxes and non citizens paid an estimated 24 to 55 million dollars
in taxes.”® These estimates of taxes are simple ones and serve to illustrate
the fact that non citizens do pay taxes. Figure 3 shows that the Latino
population will be a significant part of the prime tax base in Minnesota in
2030 and will grow over 300 percent during that time. How much will they
contribute in taxes in the future will depend upon investments in their
education today.

Figure 3

Growth in Latino Prime Tax Payer Base
307 Percent from 2005-2030
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Source: Population projections, Minnesota State Demographer

There is a lot of debate on the net cost of immigrants, namely, their
contributions as tax payers and their use of government services. The
most extensive study of costs and benefits of both low skilled as well as
high skilled immigrants is that done by the National Research Council in

36



1997. Their study reported that immigrants without a high school degree
had a net cost to society over the long term (immigrant plus descendents)
of -$13000 (1996 dollars). However those with a high school degree had a
positive contribution of $51,000. Those with educational levels greater
than high school have a net positive contribution of $198,000. This
includes both the immigrants as well as their descendents in the long run
— the life of the immigrant as well as their children. The NRC study
includes children because though they have initial costs, such as
educational expenses, they grow up to become earning adults and
contribute to taxes etc. Most studies that report net costs of immigrants
usually focus on low skilled immigrants and do not include the high skilled
immigrants as done by the National Research Council Study**.

Table 11
Net Fiscal Impacts “Mexican” Non Citizens
Immigrant plus Descendents

1996
NRC Cost "Mexican" Non Long Term Fiscal
Estimates 2007 Costs Citizens Impact
less HS -13000 ($17,179) 31753 ($545,497,171)
HS 51000 $67,396 14816 $998,540,025
> HS 198000 $261,655 4701 $1,230,041,565

The Minnesota study on the impact on undocumented workers in
Minnesota estimated the net cost of these workers to be between 148 and
188 million dollars annually. Table 11 shows that non citizens of Mexican
origin paid an estimated 24 to 55 million dollars in state and local taxes.
This does not include an estimate of their economic contribution to the
economy in terms of consumer demand, entrepreneurs and workers.*®

The EMSI model (Appendix Policy Simulation 7) for example illustrates
that if there is a loss of 40,000 jobs done by Mexican origin non citizens
the impact would be a further loss of over 50,000 jobs of Minnesotans and
a loss in earnings of over a billion dollars*®.

If we take the Legislative Auditor’s mid point estimate of the cost per job
created in the JOBZ program as an estimate of the state’s value for a job
we find that the loss of 90,000 jobs this comes to a $1.2 billion impact.

So while in terms of taxes there might by a net deficit in terms of their
overall contribution to the economy it could well be positive.

Further the NRC 1997 study estimated that the immigrant labor share of

total expenditures of consumers in the US is around 4 percent. Since we
do not have an estimate of total expenditures in the state we can use total
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sales as a proxy. According to EMSI data, there was an estimated 436
billion dollars in sales in Minnesota in 2007. If we even assume that
workers of Mexican origin contribution to total sales were less than 1
percent or .01 percent, this puts their contribution at 436 million dollars.

When we include the contributions of the Mexican American community in
Minnesota we can safely say that the community by itself pays any fiscal
cost of new citizens through a combination of taxes paid and economic
contributions to the state of Minnesota.

If we take the number of non citizens of Mexican origin as reported in the
2006 American Community Survey IPUMs*’ dataset in the table below to
get some possible long term net fiscal impacts. We see that for non
citizens with less than a high school degree the long term cost is $545
million. However for other educational groups there is a net positive
contribution of over 2 billion dollars in the long run*®. The table further
underscores the importance of investing in education today to get long
term benefits in the future.
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Cultural Capital

Key Points

e Mexican American cultural capital is an important asset for Minnesota as it
positions itself as a global competitor and global destination for investors
and tourists

Mexican Americans add much to the cultural capital of Minnesota. These are
some of the established contributions to make Minnesota a global state.

Mexican Restaurants and Grocery stores

Mexican foreign study programs

Improving Minnesotans comprehension of a global language — Spanish
Mexican dance, art and music

Mexican/Latino media including one of the oldest ethnic newspaper — La
Prensa de Minnesota.

e The annual Cinco de Mayo celebrations that draw thousands of people to
the events in Saint Paul and Minneapolis

Policy Simulation: What is the impact of an increase of $30
million into the hospitality/tourism industry as a result of
cultural tourism in Minnesota?

The EMSI model (Appendix Policy Simulation 8) predicts that there will be a
further gain of over 800 jobs and a gain of over 23 million dollars in earnings in
Minnesota.

Policy Issues

e Arecent report of the Department of Commerce documents the
importance of cultural and heritage tourism in the United States. It points
to recent data that 81 percent of the 146 million adults who took a trip 50
or miles or more from home can be considered cultural and heritage
tourists. They tend to spend more than other travelers and travel longer.*°

e Recent studies also document the case of the positive impact of cultural
diversity on economic assets of workers in cities in the United States.*°

e Minnesota has not done enough to develop its ethnic cultural capital and
so there is a lot of potential for rapid growth in this area.

39



Political Capital

Key Points

Mexican Americans play an important part in the civic life of the state.

The table below provides evidence of Latino participation in the elections of
2004. 49 percent were registered to vote and 45 percent voted in 2004.

Table 12
Latino Voting Age Population, MN 2004

80,000 4 73,000
70,000 -
60,000 - 53,000 49,000
50,000 -
40,000 -
30,000 -
20,000 -
10,000 +
0 T 1
Voritng Age Total Total Voted
Pop Registered

Number

Source: U.S. Census Bureau, Current Population Survey, November 2004.

Table 13 shows the number of Mexican Americans by Minnesota Congressional
districts®*. Most Mexican Americans are in Congressional Districts 4 and 5. Table
14 shows that though Mexican Americans make up around 3 percent of the
population of Minnesota they make up 5 and 6 percent of the population in
Congressional Districts 4 and 5.2
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Table 12
MEXICAN AMERICANS BY CONGRESSIONAL
DISTRICT 2006

40,000 -
30,139 33:054
& 30,000 |
S 20,000 | 22° 16,576 15,733
5 10,174 9,314
Z 10,000 - H ’—‘ 4,182
0 L] =
1 2 3 4 5 6 7 8
CONGRESSIONAL DISTRICT
Table 14
MEXICAN AMERICAN PERCENT OF TOTAL
POPULATION 2006

6.00% - 55 OF
WL  5.00% - —
O
é @ 3.00% - 2% 3%
& & 2.00% | 2% 1%
o 1.00% - (W 1%

0.00% [

1 2 3

4 5 6 7 8
CONGRESSIONAL DISTRICT

Policy Issues

1. The issues important to Mexican Americans need to be championed by our
Congressional delegation especially our representatives from Congressional
Districts 4 and 5 and Minnesota’s Senators. The Pew Hispanic Center recent
poll of Latino voters found that nationally the top issues for them were in the
following rank order: education, health care, jobs and the economy, crime
immigration and the war in Irag.”*

41



2. Mexican Americans should be encouraged to participate in the political
process through voter education and outreach. In recent times Latino voters
have seen success in legislative elections in Minnesota and this should
encourage the community to be more active. This will bring them greater
visibility in the policy process and issues important to them can be addressed
effectively.

3. Our Congressional Delegation should support comprehensive immigration
reform as a policy priority as it impacts the Minnesotan economy in a
significant way and it is an issue very important to an important segment of
their constituents.
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A Flawed Immigration Debate

There is an active academic debate on the costs and benefits of immigrants to the
state and nation. The main argument of the critics of open immigration is that low
skilled immigrants costs more to the federal and state coffers than they provide in
benefits and that they have a significant negative impact on the wages and
employment of all Americans especially native low skilled workers. They also
cause displacement of native workers who move to other places because of the
inflow of new immigrants in the workforce.>* They also argue that immigrant
workers hurt other minority workers the most as they compete for the same
jobs.>*These national arguments are reflected in Minnesota arguments critical of
immigrants®®.

The national and local debate critical of open immigration have a number of flaws
in their arguments that need to be addressed to ensure the economic health and
global competitiveness of Minnesota and the nation:

e Not a Comprehensive Analysis: Unlike the National Research Council
(NRC) study of Immigrants in 1997 which was a panel of experts who
looked at the issue of immigration in a very thorough and comprehensive
manner and focused on many of the arguments of the critics today, the
newer studies tend to focus entirely on unskilled workers and are very
silent on the contributions of high skilled immigrants.>” What the NRC
study did in its comprehensive analysis was to illustrate that across all
levels of skill and over time immigrants are a net benefit to America.
There is yet to be published a study as comprehensive as the NRC 1997
study that has challenged this finding®®. Even a leading economist
guoted often in criticisms against open immigration recently made the
case for high skilled immigrants.> What most studies point out is that
there is a slight negative impact on low skilled high school drop outs
native workers who compete for the same jobs. This might also be
determined by the economic health and employment levels in a region.
In areas with tighter labor markets this might not be the case. Further
recent studies point out that immigrants raise the income of high school
graduates and those with some college — groups that tend to be most
critical of immigrants.®® These groups benefit through moving up in their
jobs say from worker to supervisor or who benefit from rising value of
home prices or lower prices of goods produced by immigrant labor.

0 This report looks at the multidimensional contributions of Mexican
Americans to Minnesota. There are practically no studies that
include all these dimensions in their analysis. For example,
studies focusing on the fiscal impacts of immigrants are likely not
to include an analysis of the value immigrants add to the economy
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as consumers, entrepreneurs, global capital, productive workers,
cultural capital and political capital. Locally the Department of
Administration’s report on the cost of undocumented workers is
an example of this partial analysis.

Methodological Flaws: Recent research points to a significant
criticism of the leading studies of critics of immigration.®* They
argue that if we use a more dynamic economic model we will
come to the conclusion that immigration has a net benefit to
society. More recently one of the authors has challenged the
leading researcher of immigration policy and showed that there
are serious methodological problems in the model used to
produce the results of a negative impact of immigrants on
wages.®?

e Missing the Point: The recent studies critical of immigration policies miss
some important points, namely:

(0]

Immigrants are not the cause of Declining Wages of Low Skilled
Workers - The point brought out by the NRC 1997 and recent
studies illustrate that immigrants are not the cause of the decline
in the wages of low skilled workers — there are other factors more
important such as the role of technology and the global production
platform of modern businesses.®

Immigrants do work complementary to Native Workers and Help
Improve Native Workers Income - Immigrants workers are for the
most part comp