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Abstract 

Under the Compact of Free Association of 1986, the United States government agreed to exempt citizens 

of the Republic of the Marshall Islands (RMI) and the Federated States of Micronesia (FSM) from 

meeting U.S. passport, visa, and labor certification requirements.  The access granted to citizens of the 

RMI and FSM due to the policy change provides a unique opportunity to study the impact of changes in 

immigration restrictions on immigrant quality.   Previous studies have analyzed the effect of immigration 

on the labor market outcomes of natives.  This paper studies changes in immigrant quality, as measured 

by education level, as a result of a policy that lifted previous immigration restrictions.  The identification 

strategy uses a difference-in-difference framework in which citizens from the RMI and FSM are affected 

by the policy change while surrounding Pacific Island residents are not.  Results suggest that the policy 

substantially decreased the average education level of male immigrants from the RMI and FSM. 
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Introduction 

In the last 30 years there has been substantial research on the impact of immigration on labor 

market outcomes of natives.  Studies on the quality of incoming immigrants into the United States offer  

differing views.  By analyzing wage regressions, Borjas (1985,1994) provides evidence that supports the 

hypothesis that immigrant quality has declined over time while Chiswick (1978, 1986) has argued the 

opposite. These papers focus on documenting trends in immigrant quality but do not attempt to use causal 

analysis to explain why immigrant quality has changed.  This paper sets out to answer the question: “If 

restrictive immigration policies were lifted, how would the average education levels of immigrants 

change?”  The paper makes use of a lesser known immigration policy change in the United States that can 

plausibly be treated as exogenous.  In1986 the U.S. government entered into the Compacts of Free 

Association with two small Pacific island nations.  The agreement appears to have set the stage for a 

natural experiment that allows for causal estimation of the impact of policy changes on the education 

level of immigrants into the U.S.   

Under the Compacts of Free Association of 1986, the United States government agreed to exempt 

citizens of the Republic of the Marshall Islands (RMI) and the Federated States of Micronesia (FSM) 

from meeting U.S. passport, visa, and labor certification requirements when migrating to the U.S.  Later 

in 1994, the Republic of Palau (RP) was granted the same access under a similar Compact.  This 

unparalleled immigration access is clearly unique, as “these compacts of free association have allowed 

these three nations to be the only independent nations on the face of the Earth to have unmonitored and 

unregulated migration into the United States (Congressional Record, 2001).” 

The findings in this paper suggest that the open door policy under the Compact of Free 

Association resulted in a decrease by one year in the average level of education for United States 

immigrants from the FSM and RMI.  Because of potential endogeneity, the sample is restricted to 

individuals 23 years of age or older in effort to not include individuals immigrating to the United States 

for higher education.  Results from the restricted sample suggest the policy decreased the average level of 

education for these immigrants by one and a half years.  

History of U.S. Immigration Policy 

From 1790 to 1875, immigration into the United States was unconstrained. However, access to 

United States citizenship through naturalization was not accessible to all incoming immigrants. A federal 

law in 1875 marked the first limitation of immigration in the United States and was directed at immigrant 
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quality.  The law restricted the admission of criminals and prostitutes into the United States 

(Congressional Budget Office, 2006).  The debates over the immigration policies that followed often 

centered on the quality of immigrants.  In a number of cases the “quality” debate centered on race and 

ethnic heritage and led to restrictions on groups from specific countries.  By the 1960s part of the 

distribution of immigrants was determined by a preference system established to center on the skills of the 

immigrants.   

In 1881 and at the turn of the century, the U.S. set limits on migrations from China and Japan, 

respectively.  Meanwhile, there was a mass migration of Europeans, first from northern and western 

Europe, followed by migrants from southern and eastern Europe in the late 1800s.  In 1910, William P. 

Dillingham, a Senator of Vermont, headed a commission to analyze the effects of immigration in the 

United States.  Without supporting evidence, the report claimed that the new immigrants from southern 

and eastern Europe were inferior to the original immigrants of northern and western Europe.  The report 

recommended that the optimal strategy for restricting low quality immigrants was by setting entry barriers 

based on education (Jacobson, 1998).   Under the Immigration Act of 1917, all new immigrants to the 

United States over 16 years of age had to pass a literacy test.  Although, this implementation had little 

effect in reducing the number of immigrants, little is known whether the distribution of immigrant quality 

had changed. 

In 1921 Congress enacted new immigration policy that consisted of a national-origins quota 

system.  A limited number of visas were distributed each year based on the share of the population born in 

each country.  In 1924 the quotas were based on the shares of migrants in 1890, a clear attempt to limit 

immigrants from Southern and Eastern Europe.    Under this quota system, family reunification was the 

primary goal of the policy by structuring immigration laws that favored immediate relatives of U.S. 

citizens. 

The national-origins quota system was eliminated by the Immigration and Nationality Act 

Amendments of 1965.  This Act changed the landscape of US immigration policy by instituting a 

categorical preference system.  Relatives of U.S. citizens still had preference, however, immigrants with 

specific skill sets that were demanded in the United States also received preference.  Today’s immigration 

policies are still centered on the 1965 categorical preference system. 

Under today’s immigration policy, employment-based immigration is based on five ordinal 

preferences
2
.  The highest preference is given to immigrants with “extraordinary ability in the arts, 

                                                           
2
 See Congressional Budget Office (2006) for a more complete report of the structure of immigration policy in the 

United States. 
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athletics, business, education, or the sciences; outstanding professors and researchers; certain 

multinational executives and managers.”  The second highest preference is given to “professionals who 

hold advanced degrees or who are considered to have exceptional ability.”  The third highest preference is 

given to “skilled workers with at least two years’ training or experience in labor sectors deemed to have 

shortages and professionals with baccalaureate degrees; unskilled workers in labor sectors deemed to 

have shortages.”   

Background 

The Republic of the Marshall Islands (RMI) and the Federated States of Micronesia (FSM) are 

both small nations composed of a collection of small islands in the Pacific. From 1914-1945, these islands 

were under the control of Japan.  After World War II, the United Nations Security Council designated 

these islands and others as United Nations Strategic Trust Territories and authorized the United States to 

administer over them.  The Trust Territories of the Pacific Islands (TTPI) consisted of the island nations 

of the Commonwealth of the Northern Mariana Islands (CNMI), the Republic of Palau (RP), the 

Federated States of Micronesia (FSM), and the Republic of the Marshall Islands (RMI).  In 1976 

Congress approved CNMI to enter into agreement with the United States to become an official territory of 

the United States.  The other three sets of islands desired independence.    FSM and RMI adopted their 

own constitutions in 1979 and gained independence in 1986. 

 Figure 1 below shows population figures in parenthesis for each of the above nations along with 

Guam and the State of Hawaii in the year 2000.  As shown, these island nations are relatively small in 

population compared to other countries.  The FSM, the largest in population of the TTPI, has a population 

that is less than 10 percent of the size of the current population in Hawaii. 
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Figure 13 

The Compact of Free Association went into effect with RMI and FSM in November of 1986.  The 

Compact provided each nation with direct assistantship from the United States for the following 15 years 

in hopes of establishing economic self sufficiency in RMI and FSM by 2001
4
.  Under the Compact 

citizens of RMI and FSM are able to migrate to the United States without meeting typical immigration 

constraints.  Specifically, MRI and FSM citizens do not need U.S. passports, visa, or labor certification.  

Through the Compact, FSM and RMI migrants are able to legally work and establish residency in all U.S. 

states, territories, and possessions without any restriction on length of stay.  U.S. Immigration and 

Naturalization Service officials have stated that,  

 “these rights granted to FAS migrants are unique; there are no other nations whose citizens enjoy 

this degree of access to the United States All Compact migrants in the United States are legally 

classified as “nonimmigrants,” a status that typically signifies nonpermanent visitors such as 

tourists or students. However, while not legally classified as such, Compact migrants can behave 

                                                           
3
 (United States General Accounting Office, 2001) 

4
 In 2003 the Compact of Free Association was renewed for an additional 20 years.  The United States government 

has continued to provide direct assistantship to FSM, RMI, and RP.  The lifted immigration restrictions are still 
intact. 
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similarly to “immigrants,” in that they can stay in the United States as long as they choose with 

few restrictions.”(United States General Accounting Office, 2001).   

In 1994 a similar Compact was entered into with the RP.  The Compact affords their citizens the same 

immigration benefits as MRI and FSM citizens.  The number of Palau immigrants in the samples I use are 

so small that immigrants from the RP are not included in the data analysis of the study
5
. 

Very little research has been done on immigration or immigrants from the FSM or RMI.  Ben 

Graham, who became the RMI ambassador to the United States in 2008 has a discussion paper (Graham, 

2008) on the determinants of Micronesia immigration.  Prior to the Compacts of Free Association, most 

immigration from FSM and RMI was for educational purposes.  However, under the Compact, citizens 

from the RMI and FSM no longer had to meet regular immigration requirements.  Specifically, RMI and 

FSM immigrants had no need for student visa’s that brought many RMI and FSM immigrants to the 

United States.  The amount of net migration to the United States from the RMI and FSM has been 

substantial since the Compact.  Using flight data, from 1991 to 2006 there have been 23,000 and 15,000 

net embarkations from the FSM and RMI respectively (Graham, 2008). 

Michael J. Levin, from the Population and Development Studies Center at Harvard University, 

has done a considerable amount of work on the Micronesian people.  Since the agreement of the 

Compacts of Free Association, these FSM and RMI migrants often first migrate from their native country 

to Guam or CNMI because of proximity.  Some stay, while others continue to Hawaii and/or the mainland 

United States.  The high amount of emigration, has led Compact country policy makers to fear a brain 

drain.  However, Levin (2011) states that under the Compact of Free Association, 

FSM is not being deprived of its most valuable human resources through migration.  The 

best educated of FSM born, those with college degrees, generally stayed home to take 

their pick of the jobs on their own islands.  Meanwhile, the unemployed high school 

graduates without the skills or educational attainment to compete for jobs at home left to 

take advantage of the job markets in Guam, the CNMI, and Hawaii.  By and large, they 

took jobs having little appeal for local people and lack the background to advance beyond 

these entry-level occupations.  Far from being a "brain drain", emigration is an escape 

valve for excess bodies in the labor pool -- that is, those who would be unemployable at 

home. 

                                                           
5
 Palau immigrants are included in the control group up until the agreement in 1994 in which their immigration 

policy changed in regards to the United States. 
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Akee (2007) uses a unique data set of immigrants from the FSM that allows him to observe and 

follow immigrants from the FSM to the United States, Guam, and CNMI.  This allows Akee (2007) to 

analyze which types of immigrants stay, and which types of immigrants leave.  The unrestricted access of 

FSM migrants to the United States allows Akee (2007) to test the direction of this self selection.  His data 

shows that immigrants to the United States tend to be more educated than those that stay in the FSM.  

However, his results suggest that highly educated immigrants are more likely to return home to the FSM 

then low educated immigrants.  

Data 

The data for this paper comes from the public use micro samples of the 1980, 1990, and 2000 

decennial United States Census and the 2001 – 2009 American Consumer Survey’s.  Because of the 

limited number of immigrants from the FSM and RMI, I depend heavily on combining multiple surveys 

in order to obtain sufficient observations for estimation.  Obtaining the data has been much more difficult 

then it may appear.  Data for the years 1980, 1990, and 2001-2002 is extracted from IPUMS.   The 2000 

Census and 2003 – 2009 ACS samples came from raw data files on the Census Bureau’s website (Bureau, 

2010). Even with the data from these multiple samples, the number of observations is still relatively 

small.  The FSM and RMI have high emigration rates to the United States, but the rates apply to small 

populations; therefore, the actual number of immigrants into the United States is still relatively small.   

For the analysis in the paper, individuals are determined to belong to a specific country by place 

of birth.  Since the focus is on migrants from Pacific islands, all individuals who are citizens of the United 

States by birth or by being born abroad to American parents are not included in the study.  Data are 

restricted to individuals 25 years of age or greater to avoid including individuals who are still in school.  

The study is currently restricted to male immigrants.  For the census years 2001 and 2002 the RMI was 

not specified, however, it is likely that they may have been aggregated in with the FSM.  Table #1 

presents summary statistics of the variables used in the study. 
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Prior to the policy change that instituted the Compact of Free Association, the average years of 

education for an individual was much larger for individuals from the FSM and RMI relative to the control 

group.  The average age at immigration was also much smaller for individuals from the FSM and RMI.  

These two points are consistent with Graham’s (2008) conjecture that prior to 1987 many immigrants 

from the FSM and RMI were coming to the United States for educational purposes.  Overcoming this 

obstacle will be a key factor I deal with in the identification strategy. 

Identification Strategy 

To identify the treatment effect from the change in immigration policy on the quality of 

immigrants I use the difference-in-difference estimation technique that has often been used in studying 

policy changes (see  Card, 1990 and Card & Krueger, 1994)).  Typically the difference-in-difference 

estimator is the difference in the average outcome in the treatment group before and after treatment minus 

Table #1 - Summary Statistics

Treatment Group # of Obs Mean St. Dev Min Max

Prior to Policy Change

Years of Education 93 13.04301 2.649504 0 20

Age 93 38.01075 9.368651 25 68

Age at Immigration 93 20.51613 8.293021 0 54

Marital Status 93 0.623656 0.487094 0 1

After Policy Change

Years of Education 216 11.77083 2.788603 0 18

Age 216 37.30093 11.59058 25 78

Age at Immigration 216 30.25463 12.86549 5 76

Marital Status 216 0.625 0.485248 0 1

Control Group # of Obs Mean St. Dev Min Max

Prior to Policy Change

Years of Education 917 11.1325 3.448253 0 20

Age 917 44.84733 13.04111 25 95

Age at Immigration 917 25.89967 13.2764 0 77

Marital Status 917 0.813522 0.389704 0 1

After Policy Change

Years of Education 433 11.6963 3.188817 0 18

Age 433 40.6582 13.2537 25 92

Age at Immigration 433 32.4388 13.95666 4 91

Marital Status 433 0.766744 0.423393 0 1
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the difference in the average outcome in the control group before and after treatment.  In estimating the 

difference-in-difference estimator there must be a well defined control group that provides the 

counterfactual for the treatment.  Because my treated group, United States immigrants from the FSM and 

RMI, are from small island nations in the Pacific, it is natural to choose a control group that also consists 

of immigrants from small island nations in the Pacific.  Specifically, the countries that comprise the 

control group are Tonga, Samoa (formally known as Western Samoa), the Cook Islands, French 

Polynesia, Kiribati, New Caledonia, Norfolk Islands, Pitcairn Island, Tokelau, Palau
6
 and other non-

specified Oceana countries.  The figure below shows the geographic location of these multiple island 

nations. 

 

Figure 27 

Immigrants from the control group faced similar immigration costs and requirements that the 

treated individuals did prior to the policy change in November in 1986.  The policy change should have 

had no effect on the control group because the open door policy was only extended to citizens of the FSM 

and the RMI.  Further, FSM and RMI citizens rarely immigrated to the control islands, so we should not 

                                                           
6
 Palau is used in the control group for immigration years prior to 1994.  This is because in 1994 they entered into a 

similar agreement with the United States. 
7
 (6abc.com, 2009) 
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expect to find any confounding effects from the policy.  Table #2 shows that the control countries of 

Samoa and Tonga look similar on many dimensions to the treated nations of FSM and RMI.   

 

In speaking with multiple individuals who have lived in FSM and RMI, they believed that immigrants 

from the FSM and RMI are culturally much more similar to immigrants from Samoa and Tonga rather 

than other Pacific island such as Fiji, Papa New Guinea, and New Zealand. 

Pre-treatment Trend 

The key identifying assumption is that the trends in the outcome variable, conditional on the 

added covariates, for the control group and treatment group are the same prior to treatment.  The 

following regression equation is used to identify whether the control group and treatment group have the 

same pre-treatment trends.  Since I am interested in the pre-treatment trend, I only use data from 

individuals who immigrated prior to the implementation of the policy.  Therefore, the pre-treatment trend 

regression of interest is: 

                                                                          

   is the years of education individual   has obtained,    is a binary variable that takes the value of 1 if the 

individual is from the FSM or RMI and 0 otherwise,    is a time trend for what year immigrant   migrated 

to the United States,    is a     vector of individual controls for individual  , and    consists of the 

remaining unobserved variables that affect the level of education of individual  .   

If the control group and treatment group have parallel trends, then the parameter    should be 

zero, because the trend in years of education is the same for the control and treatment group after 

controlling for covariates. Because the true parameter is unknown, I use the data to test this condition.  I 

report the p-value to indicate the similarity in education trends between the control and treated group. 

Table #2 - Country Facts

stat rank stat rank stat rank stat rank

Area (sq km) 702 190 181 216 2831 177 747 189

Population 107154 191 65859 203 192001 184 122580 188

Birth Rate (births/1,000) 22.57 77 29.94 44 22.92 75 17.78 111

Net Migration (migrants/1000) -21.01 220 -5.3 200 -11.52 216 0 103

Infant Mortality Rate 25.2 83 24.57 86 23.21 126 11.28 147

GDP per capita 2200 185 2500 179 5200 143 6300 135

Education as % of GDP 7.3% 16 12.3% 4 5.4% 50 4.7% 84

Literacy 89% 93.7% 99.7% 98.8%

Population Below Poverty Line 26.7% NA NA 24%

Above summary facts come from the CIA factbook at https://www.cia.gov/library/publications/the-world-factbook

FSM RMI Samoa Tonga
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Difference-in-Difference Framework 

The difference-in-difference framework seeks to estimate the true causal effect of the policy 

change.  For individual  ’s outcome, it can be modeled under the following linear assumption, 

                                                                    

where   ,   ,   ,        , and   are unknown parameters of interest to be estimated.     consists of 

unobserved variables with the assumption that                          .    ,   ,   , and    take on the 

same meaning as previously defined.     is a binary variable that takes a value of 1 if individual   

immigrated after the policy change,        , and a value of 0 if the individual immigrated prior to the 

policy,        . 

Under the above mentioned assumptions one is able to consistently estimate the unknown 

parameters of equation       The parameter of interest,    , which is the difference-in-difference 

parameter, represents the difference before and after the policy change in the average difference in 

education levels between the treated and control group.  Thus, a negative estimate would imply that, 

because of the policy change, the average level of education for FSM and RMI immigrants decreased. 

According to equation    , the expected values of the average levels of education are 

                                     

                                             

                                  

                                     

When controlling for covariates,  , the difference-in-difference of the outcome,      is, 

                                                            

                                                           

                                                

                                                                  

Let  
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Therefore, 

          

Under the assumptions above, I can consistently estimate    , which is the difference-in-difference 

parameter representing the average difference in education levels between the treated and control group.  

Thus, a negative estimate would imply that, because of the policy change, the average level of education 

for FSM and RMI immigrants decreased.  Controlling for the covariates,   , reduces the likelihood that 

changes in other characteristics of the group confound the difference-in-difference estimate,     .  Under 

the assumptions of a linear specification,                          , and parallel trends between the 

treated and control group,       can be estimated consistently.  The ability to control for the amount of the 

difference that comes through   and not the policy is important because of the previous literature that 

implied that a large portion of FSM and RMI immigrants prior to the policy were students.  To control for 

immigrants who came for higher education the covariates age at immigration and age at immigration 

squared are included in the model.  The goal is that once the unobserved term,   , is conditioned on age at 

immigration and the other covariates, the zero conditional mean assumption,                         

 , holds.  Otherwise,   would be confounded with    . 

Costs and Immigrant Quality 

Do costs play a role in the quality of immigrants?  Because of proximity, it is cheaper to 

immigrate to Hawaii than to the mainland United States, however, the cost of living is much higher in 

Hawaii.  Therefore, in effort to answer the question of the role of costs and immigrant quality I use the 

same difference-in-difference framework with a slight adjustment.  Ideally this is well suited for a 

difference-in-difference-in-difference (DDD) estimation.  A consistent estimate of the DDD estimator 

would identify the difference in the average education levels for those who moved to the mainland United 

States compared to those who moved to Hawaii after netting out the differences from the control group.  

Thus, one would know whether the policy had differentiating effects for the treated in terms of 

destination.  However, because of a sample size constraint, the difference-in-difference framework is used 

instead.  Specifically the equation of interest is, 
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where    is a binary variable that takes the value of 1 if the individual migrated to the mainland United 

States and    takes the value of 0 if the individual migrated to Hawaii.  The reason this equation does not 

represent a DDD framework is because of the lack of flexibility in estimation for the pretreatment time 

period.  All immigration prior to the treatment is considered a base and the equation only captures the 

variation in location after the treatment.  It should be noted that estimates in equation     are directly 

related to the estimates in equation    .  Specifically, 

                                      

This is because we are just weighting the original difference-in-difference estimate,     , according to the 

outcomes of the immigrants in the two locations. If one believes that the cost of migration is positively 

correlated with education and costs play a key role in migration, then one would expect       .  

However, if costs of living are more of a key determinant in location decisions and one believes that 

education and living costs are positively correlated then one would expect      . 

Levin (2011) states that the immigration process for immigrants from the FSM and RMI entailed 

multiple moves often by way of Guam or CMI, to eventually Hawaii or still through Hawaii to the 

mainland United States.  This step-by-step movement slightly confounds the results of regression 

equation    , however, the results still provide insight into what type of immigrants locate where. 

Results 

All standard errors are clustered at year-place of birth level.  Specifically, bins were created based 

on year of immigration.  Each cluster group represents a bin and whether the individual’s place of birth 

was FSM or RMI, Samoa, Tonga, or another small island country which falls in the control group.   The 

reason for interacting the year of immigration bin with the place of birth is to increase the number of 

cluster groups.  In the difference-in-difference estimation, there are 46 cluster groups.  Although 46 

cluster groups is not extremely small, it should be noted that the standard errors may be biased downward.  

However, with most estimates of interest well below the 1% significance level, this should not present a 

concern. 

Pretreatment Trend Assumption 

Table #3 presents the estimates from regression equation    .   There are four specifications 

estimated where each one builds upon the other.  Specification #1 consists of the individual covariates of 

age, age at immigration, age at immigration squared, and marital status.  Specification #2 introduces 

census year fixed effects based on census from where the data came.  Specification #3 introduces place of 
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birth fixed effects.  Specification #4 introduces census region fixed effects which are the region individual 

  is located in the census.  Hawaii was separated from its typical Pacific region and granted its Hawaii 

region.  In the data and prior literature (Levin, 2011), immigration from the FSM and RMI for the most 

part did not begin until the 1970’s. 

 

One of the conditions that needed to be satisfied for the difference-in-difference estimate to be 

consistent is that the treatment group and control group have parallel trends prior to the policy.  

Therefore, the parameter coefficient for the interaction of the Treated and Trend variables 

(Treated*Trend) should not be statistically different then zero. Table #3 shows the parameter estimate is 

statistically insignificant and small, which implies that the treated and control group display similar trends 

prior to the change in immigration policy.   

Table #3 - Pre-Treatment  (year of immigration<=1986) Results

Variable 1 2 3 4

Trend 0.075 0.139 0.150 0.156

(.028) (.036) (.043) (.038)

Treated*Trend 0.009 0.025 0.042 0.045

(.032) (.037) (.037) (.037)
              p-value 0.772 0.500 0.273 0.243

Age 0.034 0.119 0.134 0.135

(.018) (.044) (.043) (.042)

Immigration Age -0.130 -0.215 -0.227 -0.228

(.027) (.044) (.044) (.045)

Immigration Age Squared 0.00041 0.00054 0.00051 0.00052

(.00053) (.00051) (.00051) (.00053)

Married 0.252 0.292 0.317 0.278

(.257) (.256) (.257) (.244)

Census FE Yes Yes Yes

Birth Place FE Yes Yes

State FE Yes

# of Obs. Treated 93 93 93 93

# of Obs. Control 917 917 917 917

R-Squared 0.1214 0.16 0.1767 0.1968

    Note: Standard errors  are in parenthes is  and are clusted at the year birthplace level

Specification
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Difference-in-Difference Results 

 

Table #4 provides results from equation    .  The estimate of interest is the difference-in-

difference estimate,      , which indicates how much of the decrease in average level of education for the 

treated group is caused by the policy.  The four specifications listed in Table #4 are the same as those 

mentioned earlier.  The difference-in-difference estimates suggest that the policy change had a causal 

effect on the average level of education, and reduced it by at least one year.   Under all four specifications 

the difference-in-difference estimate is statistically significant at the 1% level. 

The magnitude and statistical significance of the coefficient for age at immigration coupled with 

the summary statistics provided earlier, suggests that the age at immigration plays a key role in consistent 

estimation of     .  This is most likely due to the large number of students who were immigrating prior to 

Table #4 - Difference-in-Difference Results

Variable 1 2 3 4

Trend 0.038 0.138 0.115 0.110

(.019) (.017) (.025) (.024)

Policy 0.654 0.634 0.646 0.620

(.306) (.318) (.297) (.298)

Diff-in-Diff -1.674 -1.434 -1.289 -1.040

(.282) (.278) (.289) (.309)

Age 0.027 0.130 0.111 0.105

(.018) (.018) (.019) (.018)

Immigration Age -0.086 -0.182 -0.157 -0.151

(.027) (.025) (.028) (.028)

Immigration Age Squared -0.00008 -0.00013 -0.00018 -0.00016

(.00038) (.00038) (.00039) (.00039)

Married 0.314 0.322 0.343 0.353

(.182) (.187) (.187) (.177)

Census FE Yes Yes Yes

Birth Place FE Yes Yes

State FE Yes

# of Obs. Treated 309 309 309 309

# of Obs. Control 1659 1659 1659 1659

R-Squared 0.0988 0.1335 0.1491 0.1651

    Note: Standard errors  are in parenthes is  and are clusted at the year birthplace level

Specification
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the policy change in the treatment group relative to the control group.  If the age of immigration variable 

is appropriately capturing a composition change in individuals then one can continue to assume 

consistency of the difference-in-difference estimate.  However, it should be noted that if there are other 

unmeasured that are with both the policy change and the education choices, then the estimate for      will 

be biased.  Further robustness checks are provided in a following section. 

Costs and Immigrant Quality 

In effort to understand the role costs play in the different types of immigrants, I estimated the 

model defined in equation     with results reported in Table #5.  Given that FSM and RMI immigrants 

often first immigrate to Guam or CMI and then to Hawaii or the mainland United States, the results below 

are somewhat confounded by the fact that individuals may not be at their final migration destinations.  

However, the analysis should provide insight into what costs are considered by different types of 

immigrants.  A difference-in-difference-in-difference model would be optimal in studying the differing 

effect on average levels of education before and after a policy for those immigrating to mainland United 

States instead of Hawaii. However, there are a limited number of observations in the treated group that 

immigrated to mainland United States prior to the policy change.
8
 

The results indicate that after controlling for the baseline education with the control group, the 

treated individuals who located in the mainland United States after the policy on average had lower levels 

of education then the treated immigrants who located in Hawaii after the policy.  Specification 4 presents 

estimates that suggest that the policy was associated with a 0.68 year reduction in average education 

levels for those who immigrated to Hawaii and a 1.29 year reduction in the average education levels for 

those who immigrated to the mainland United States.  Both effects are statistically significant at the 10% 

level. 

                                                           
8
 There are only 23 immigrants in the treated group that immigrated to the mainland United States prior to the 

policy change.  A DDD specification was estimated, however, the results provided standard errors on the DDD 
estimator that was statistically insignificant.  The point estimate for the DDD estimate, for what it is worth, 
suggested that the average level of education was lower for individuals in the treated group who immigrated to 
the mainland United States rather than Hawaii. 
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The results suggested that immigrants to the main land were less educated than those immigrating 

to Hawaii.  This could stem from the fact that Hawaii is a much more expensive place to live, and 

therefore less educated individuals tend to the mainland United States.  However, there could be possible 

sample selection bias.  Hawaii’s climate is more similar to the FSM and RMI then that of the mainland 

Table #5 Difference-in-Difference with Location

Variable 1 2 3 4

Trend 0.038 0.138 0.115 0.109

(.019) (.017) (.025) (.024)

Policy 0.654 0.634 0.646 0.620

(.305) (.318) (.297) (.295)

Policy*Treated -1.543 -1.351 -1.202 -0.682

(.267) (.271) (.282) (.341)

Policy*Treated*NH -0.231 -0.147 -0.152 -0.612

(.168) (.17) (.174) (.339)

Age 0.027 0.130 0.111 0.104

(.018) (.018) (.019) (.018)

Immigration Age -0.086 -0.181 -0.157 -0.151

(.027) (.025) (.028) (.028)

Immigration Age Squared -0.00008 -0.00012 -0.00017 -0.00015

(.00038) (.00038) (.00039) (.00039)

Married 0.312 0.321 0.342 0.352

(.183) (.187) (.187) (.177)

Census FE Yes Yes Yes

Birth Place FE Yes Yes

State FE Yes

# Obs. Treat & P=0 93 93 93 93

# Obs. Control & P=0 917 917 917 917

# Obs. Treat & NH=0 & P=1 94 94 94 94

# Obs. Treat & NH=1 & P=1 112 112 112 112

# Obs. Control & NH=0 & P=1 102 102 102 102

# Obs. Control & NH=1 & P=1 331 331 331 331

# of Observations 1659 1659 1659 1659

R - Squared 0.0989 0.1336 0.1492 0.166

    Note: Standard errors  are in parenthes is  and are clusted at the year location level

Specification
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United States.  Multiple sources have indicated that there are thousands of Compact of Free Association 

immigrants who are homeless in Hawaii.  The probability of individual being counted in the survey 

substantially decreases if they are homeless.  The climate in the mainland does not as easily accommodate 

homeless. 

Robustness of Results 

Graham (2008) and  Levin (2011) both claim that prior to the Compacts of Free Association, 

FSM and RMI immigrants consisted of a large number of recent high school graduates migrating for 

higher education.  Beginning in the 1960’s, the FSM and RMI substantially increased its expenditures on 

public education (Hezel, 1987).  In 1973, potential college students from the TTPI were granted access to 

the Basic Educational Opportunities Grant from the United States government. This grant provided some 

assistantships for individuals studying at American colleges and universities.  To claim the grant, students 

had to be accepted into a school and travel to the United States by their own means.  Although the grant 

was substantial, upwards of $2000, it typically did not cover all education expenses (Levin, 2011).  It was 

common for individuals to come to the United States for educational purposes but not make it through 

one year of school. 

Therefore, one concern is whether the immigrants prior to the treatment from FSM and RMI are 

fundamentally different than those after the treatment.  This is only a potential problem if the covariates in 

the model do not appropriately capture the changing characteristics and thus confound the difference-in-

difference estimate. In order to adjust for this potential problem, I provide a specification in which only 

individuals that are 23 and above at the time of immigration to the United States are analyzed.  This 

specification seeks to avoid including the individuals immigrating to the United States solely for 

educational purposes. 

Table #6 presents results to show that the pre-trend assumption still holds from equation     with 

the new specification.  Table #7 estimates the difference-in-difference equation similar to that of equation 

   .  All 4 specification listed in the table are similar to those presented earlier, the only addition is that 

the observations analyzed must also be 23 years of age or older. 

The coefficient of the interaction between the Treated and Trend variables, (Treated*Trend), in 

Table #6 shows that there is no difference in pre-treatment trends for the control and treated groups.  Age 

and age at immigration continue to play a large role in the education levels of immigrants.  
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Table #7 provides additional evidence that the policy change decreased average education of 

immigrants entering the United States from the FSM and RMI.  Surprisingly, the difference-in-difference 

estimate is even more negative, suggesting a range of -1.4 to -2.3 fewer years of education after the policy 

change, than the estimates in Table #4.  The estimate is statistically significant at the 1% level. 

 

Table #6 - Pre-Treatment for Males (year of immigration<=1986) & Age at Immigration >=23

Variable 1 2 3 4

Trend 0.125 0.162 0.160 0.174

(.041) (.044) (.045) (.043)

Treated*Trend 0.010 0.028 0.062 0.048

(.045) (.062) (.061) (.073)

              p-value 0.822 0.654 0.323 0.524

Age 0.055 0.116 0.122 0.121

(.022) (.019) (.019) (.023)

Immigration Age -0.329 -0.360 -0.362 -0.367

(.081) (.082) (.083) (.08)

Immigration Age Squared 0.00256 0.00227 0.00224 0.00231

(.00094) (.00099) (.00102) (.001)

Married 0.512 0.435 0.540 0.402

(.409) (.431) (.439) (.437)

Census FE Yes Yes Yes

Birth Place FE Yes Yes

State FE Yes

# of Obs. Treated Group 44 44 44 44

# of Obs. Control Group 549 549 549 549

R-Squared 0.1308 0.16 0.192 0.235

    Note: Standard errors  are in parenthes is  and are clusted at the year birthplace level

Specification
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Conclusion 

The Compact of Free Association between the FSM and RMI and United States provides a 

unique opportunity to causally estimate the impact of lifting immigration restrictions on a subset of 

United States immigrants.  Natural experiments such as this are rare to observe in immigration policy.  

Although the results are difficult to generalize to all potential United States immigrants, they do provide 

insight into the effect of immigration policy on the level of education of immigrants.  The results suggest 

that the open door policy reduced the average level of education of immigrants by at least 1 year.  After 

restricting the sample to immigrants who moved after the age of 23, the reduction in average education of 

migrants from the Compact countries rose to at least 1.5 years.    

I also try to estimate the differing effects of the policy change on education levels for immigrants 

of the FSM and RMI who located in Hawaii versus the mainland United States.  The results suggested 

that immigrants to the main land were less educated than those immigrating to Hawaii.  However, the 

Table #7 - Difference-in-Difference for Males whose Age at Immigration >=23

Variable 1 2 3 4

Trend 0.044 0.151 0.118 0.113

(.025) (.021) (.031) (.031)

Policy 0.821 0.584 0.606 0.525

(.368) (.34) (.338) (.37)

Diff-in-Diff -2.336 -1.973 -1.694 -1.464

(.307) (.288) (.298) (.366)

Age 0.033 0.134 0.107 0.097

(.023) (.02) (.021) (.02)

Immigration Age -0.103 -0.177 -0.145 -0.137

(.074) (.063) (.062) (.057)

Immigration Age Squared 0.00004 -0.00024 -0.00029 -0.00026

(.00072) (.0007) (.00071) (.00066)

Married 0.298 0.271 0.330 0.364

(.229) (.241) (.244) (.237)

Census FE Yes Yes Yes

Birth Place FE Yes Yes

State FE Yes

# of Obs. Treated Group 228 228 228 228

# of Obs. Control Group 910 910 910 910

R-Squared 0.1019 0.1442 0.1655 0.192

    Note: Standard errors  are in parenthes is  and are clusted at the year birthplace level

Specification
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reason for this is not clear.  It could be attributed to a higher cost of living in the Hawaii or to the vast 

number of homeless in Hawaii who may not be recorded in the census data. 

There are many opportunities for additional work in analyzing this policy.  The same methods 

here can easily be extended to the female population.  Also, labor market outcomes such as wages and 

hours worked should be studied.  The Public Use Micro Samples used in this study do not contain all 

observations collected by the census.  Therefore, access to the Census Bureau’s data may provide more 

accurate estimates.  In all, the evidence presented in this study suggests that the Compact of Free 

Association caused the average level of education for immigrants from the FSM and RMI to the United 

States to decrease by a substantial level. 
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