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About two years ago, most of usin thisroom were receiving our Census 2000 questionnairesin
the mail. Conducting a complete census every ten yearsis something that is required by our
Condtitution. It plays akey role in our democratic system by ensuring that each state and locality hasa
voice in government proportiond to its population. And at a more mundane leve, it helps determines
how the funds for many state and federa programs are distributed across areas.  But the censusis aso
the single most important source of information we have about mgor demographic shifts affecting the
long-term performance of our economy.

Tonight | would like to focus on two such demographic shifts. Thefirg isthe aging of the
population, which will soon take a drameatic legp forward as the baby boomers begin to reach retirement
age. The second demographic shift isthe surge in immigration from abroad—an inflow that rivasin
magnitude the last great wave of migration from Europe in the early 1900s but comes this time from
developing countriesin Asaand Latin America.

Inmy talk | will describe each of these shiftsin some detall and discuss their implications for
Kansas, Missouri, and the nation. Before doing that, however, | want to set the stage by summarizing
what Census 2000 has told us so far about population growth in Kansas and Missouri. | say what the
Census hastold us“so far,” because many of the important details will not be released to the public until

later this year.

Census 2000 resultsfor Kansas
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Let's start with the growth of total population in the two states (Chart 1). To no one' s surprise,
population turns out to have grown dower in Kansas and Missouri than in the nation since the last
Census in 1990—around 9 percent in Kansas and Missouri versus 13 percent in the U.S. Among the
50 states, Missouri ranked 30th and Kansas 35th, putting them both squardly in the bottom half. States
in the west and south gained the most population during the decade, while sates in the northeast and the
middle of the country gained the least. Interestingly, however, no state lost population—the only
decade in the twentieth century that happened.

The next chart compares population growth in Kansas and Missouri with population growth in
the U.S. over the last three decades (Chart 2). While Kansas and Missouri grew dower than the nation
in the 1990s, they both grew considerably faster than in any of the previous two decades. That'sthe
good news. The bad newsis that population growth in Kansas and Missouri has consistently fallen
short of U.S. population growth, and that the gap was not awhole lot smaller in the 1990s than it wasin
the 1980s.

Although Kansas and Missouri both failed to keep up with the nation during the 1990s, they did
so for different reasons (Chart 3). This chart shows that Missouri’ s below-average population growth
reflected modest growth in the stat€' s urban areas, which grew quite a bit faster in the 1990s than in the
previous decade but still lagged the nation by a consderable amount. In contrast, urban areasin
Kansas actudly gained population a adightly faster rate than urban areas nationwide during both the

1980s and the 1990s.
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Turning to rura population growth, the positions of Kansas and Missouri are reversed, with
Missouri comparing very favorably with the nation but Kansas fdling far behind (Chart 4). On the
positive Sde, the rurd population of Kansas did increase modestly in the 1990s after decreasing in the
1980s, when many farming communities were hard hit by the dump in agriculture. The fact remains,
however, that rurd population growth in Kansas has not only been much dower than urban population
growth during the last three decades, but has aso been much dower than rura population growth in the
nation asawhole. In sharp contrast, Missouri’ s rura population grew astrong 11 percent in the 1990s,
just matching rurd population growth in the country asawhole.

To be sure, such statewide data can conceal important differences in population growth across
communities (Chart 5). Among urban areas in the two states, Springfield, Lawrence, Columbia, and
Joplin al grew faster than the nationd average, Wichita and Kansas City both grew alittle dower, and
Topeka, St. Joseph, and St. Louis al grew alot dower than the nationd average. There were dso
important differences within metro aress, including Kansas City (Chart 6). In a pattern typica of big
urban areas in the north and midwest, centrd city neighborhoods in Wyandotte and Jackson counties
ether lost population or grew very little. In contrast, outlying counties such as Johnson, Cass, and Platte
enjoyed population increases close to 30 percent. This divergence in population growth between old
centrd cities and new fast-growing suburbs helps explain why urban population growth has been dower
in Missouri than in Kansas. Mogt of the centrd city populations of Kansas City and . Louis lie within
Missouri, pulling down that state’' s urban population growth. And at the same time, some of Kansas

City’ sfastest growing suburbs lie on the Kansas side, boosting that state’ s urban population growth.
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Differencesin population growth were even more pronounced across rurd counties in Kansas
and Missouri than across metro areas (Chart 7). Looking first at Kansas, you can see that well over
half the state’ srural counties lost population over the decade—those colored yellow in the map. Many
of these counties are dependent on traditiona agriculture and have suffered a steady outflow of younger
people to urban areas as farms have become larger and more mechanized. At the other extreme,
however, some counties in Kansas grew more than 10 percent--those colored medium or dark purple.
These fast-growing counties in rural Kansas included two groups--those in the southwest that specidize
in feedlots, dairies, and meatpacking plants, and those in the northeast that are adjacent to booming
metro aress like Lawrence and Johnson County. Finally, some counties in Kansas just managed to hold
their own during the 1990s, growing somewhere between 0 and 10 percent. These counties are
colored gray in the mgp. Many of them have towns that serve asregiond hubs for retal, financia, and
hedth care services. A few have succeeded in diversifying out of agriculture by attracting rurd
manufacturers.

Turning to Missouri, there were so remote rurd counties in that state that |ost population over
the decade because they were dependent on traditiona agriculture. Compared to Kansas, however,
there were alot fewer of these declining communities and alot more rapidly growing communities. A
few of these rapidly growing rurd counties specidized in meat- packing, and afew benefited from their
proximity to booming metro areas. Most of the rest owed their success to recregtiona attractions such
as the Lake of the Ozarks and the Branson entertainment complex.

Aging of the population
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Having summarized the Census 2000 results for Kansas, | would like to step back now and
discuss some broader demographic trends with important implications for the future. Thefirst of these
shiftsisthe aging of the population. One of the most dramatic population shiftsin the last century was
the baby boom—the birth of 76 million children between the years of 1946 and 1964 (Chart 8). The
aging of these baby boomers accounts for the sharp increase in people aged 35 to 54 during the 1990s.

In another 10 years, the oldest members of this group will reach 65, and for the next twenty years the
proportion of the population age 65 and over will increase dramaticaly in both Kansas and the U.S.
Thisincrease in the elderly population might not be a problem if the working age population increased at
the same rate. But the baby boom was followed by ababy bust, and for a variety of reasons women
are now having fewer children. Asaresult, the working-age population is expected to grow only
modestly at the same time the elderly population is surging.

The combined effect of these trends will be to produce a sharp increase in the old-age
dependency ratio, theratio of the elderly population to the working-age population (Chart 9). Based on
current population trends, the Social Security Administration projects that the aging of baby boomers
will sharply boost this ratio between 2010 and 2035. The old-age dependency ratio will level off for a
few years after the baby boomersdie. But theratio will then resume climbing at a Steedy rate, asfertility
among women remains low and medica advances raise life expectancy. By the year 2075, the old-age
dependency ratio will have doubled to 0.4, which means that there will be four elderly people for every

ten working-age people.
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To the extent the rise in the old-age dependency ratio reflects an increase in life expectancy, it is
adevelopment to be welcomed. The increase in the dependency ratio does raise the question,
however, whether we as a society will be able to support the ederly without a declinein our standard of
living. Asamatter of ample arithmetic, the [abor force will have to become more productive, people
will haveto retire later, or some group—either the ederly or the working age population—uwill have to
consume less.

The aging of the population o has highly adverse implications for the long-term budget
outlook (Chart 10). Government spending isfar greater for the elderly than for any other age group
including children, reaching dmost $23,000 per person by age 82. Furthermore, most of the spending
occurs through federa programs such as Medicare, Socid Security, and Medicaid. Because benefits
for the ederly are s high, the sharp increase in the ederly population beginning in 2010 will boost
government spending sharply (Chart 11). Under current policies, the Congressona Budget Office
projects that spending on Socia Security, Medicare, and Medicaid will riseto 15 percent of GDP by
the year 2030, dmost double its current share. Assuming we do not cut back on benefits for the
elderly, the increased spending will have to be financed in one of two ways, neither of which isvery
atractive—by borrowing from the public and increasing government debt, or by raisng taxes on the
working age population.

Arethere any ways out of this dilemma? Most economists would probably agree that the single
maost important thing we can do to maintain our standard of living and avoid big deficits down the road is

to increase nationd saving. Such an increase in nationd saving would free up resources for private
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businessesto invest in new plant and equipment, expanding the economy’ s productive capacity and
increasing output per worker. Where economists differ is on the best way to achieve such an increase
in nationd saving. Some argue that the federa government should run big budget surpluses during the
next ten years, which under current forecasts would require either an increase in taxes or areduction in
government spending. Others argue that people should be encouraged to save more themselves by
cregting a system of private retirement accounts thet at least partially replaces Socid Security benefits.
Such asystem of private accounts raises many thorny issues, however, such as what to do about people
who end up with no retirement income because they made unwise or unlucky investment decisons.
Thus, it remains to be seen whether the country will be able to agree on away to increase nationd
saving before the baby boomers begin to retire and the old-age crigis hits.
Immigration

Let me turn next to the second mgor demographic shift—the increase in immigration. The last
great wave of immigration was in the late 1800s and early 1900s (Chart 12). Large numbers of people
came to this country from eastern and southern Europe, causing the number of foreign born to swell to
14 million in 1920. Congress then impased grict limits on new immigration based on nationd origin,
causing the number of foreign born to steadily decline over the next several decades. 1n 1965,
Congress again changed course, abolishing the system of quotas based on nationd origin and
establishing a new worldwide quota system giving priority to immigrants with relatives dreaedy in the
U.S. The new legidation led to asharp increase in immigration, especidly from developing countriesin

Asiaand Latin America where wages were much lower than in the U.S. More people aso began to
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enter the country illegdly, crossing the porous border between the U.S. and Mexico. Asaresult, the
number of foreign-born in the U.S. turned back upward after 1970. The officid Census count of the
foreign-born for the year 2000 will not be released until later this year. Based on other information,
however, the Census Bureau estimates that the number of foreign-born reached 28 million in 2000.
That figure represented over 10 percent of the total population, less than in the late 1800s and early
1900s but more than twice as high asin 1970.

The foreign-born population has dso increased greetly in this region over the last three decades,
though they till represent asmdler share of total population than in the U.S. asawhole (Chart 13).
Once again, the officid count will not be released until later thisyear. However, the Census Bureau
estimates that in 2000, there were dmost 150,000 immigrants living in Kansas and more than 160,000
immigrants living in Missouri. The growth in the foreign-born population has been especidly
pronounced in Kansas. During the last decade done, the foreign-born population of Kansas has more
than doubled, reaching an estimated 5.7 percent of total population.

As| mentioned earlier, much of the recent immigration to the United States has been from Latin
Americaand from Mexico in particular. Asaresult, we can get afurther idea of the increased
importance of immigrants in Kansas and Missouri by looking a what has happened to the number of
Higpanics in the two states--data that were released early last year as part of the firgt installment of
Census 2000 results (Chart 14). During the 1980s, the Hispanic population increased 50 percent in
Kansas, about the same asin the nation. That was an impressive rate of growth, but nothing compared

to the increase in the state’ s Hispanic population over the next ten years. During that period, the
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Hispanic population of Kansasincreased over 100 percent, far surpassing the rate of growth in the
nation as awhole. The Higpanic population of Missouri aso gpproximately doubled in the 1990s.
However, because Missouri started from amuch smdler base, the share of Hispanicsin total population
was il congderably smdler in Missouri than in Kansas at the end of the decade—just 2 percent in
Missouri versus 7 percent in Kansas.

Kansas and Missouri were not alone in experiencing very rgpid growth in their foreign-born and
Hispanic populations during the 1990s. It used to be that immigrants concentrated in asmal group of
datesled by Cdifornia, New York, Florida, and Texas. More recently, however, the immigrant
population has been growing faster in anumber of other states in the mountain west, the Great Plains,
and the south.  Some of the rapid increase in the foreign-born population in these new immigration
dates is coming through increased immigration from abroad. But some of the increase dso gppearsto
be occurring through immigrants leaving traditiond immigration states like Cdiforniain search of higher
wages or lower living costs in other parts of the country. We don't know for sure how much of the
increase in the foreign-born population in Kansas and Missouri during the 1990s was due to such re-
digtribution across gtates, but it seems likely that at least some of it was.

Where in Kansas and Missouri are the immigrants settling? The data we have strongly suggest
that immigrants are settling in both rural and urban areas.  Of the legdl immigrants who came to Kansas
from abroad between 1991 and 1998, about two-thirds listed urban areas of the state as their intended

residence while the other third listed rurd areas.  In the case of Missouri, legd immigrants were more
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likely to head to urban areas, but more than one-eighth of them il listed rurd areas as their intended
residence.

Another indication that immigrants are moving into both both rura and urban communities
comes from the growth in the Hispanic population in the two types of communities. In Kansas, the
Hispanic population increased amost exactly the same proportion in rurd areas asit did in urban
areas—100 percent. And in Missouri, where rdaively few immigrants and Hispanics lived in rurd
aress a the sart of the decade, the Hispanic population grew dmost twice asfast in rurd aress as
urban areas during the 1990s.

Not surprisingly, much of the growth in the rura immigrant population of Kansas and Missouri
has occurred in counties with meatpacking plants or feedlots, where demand for workers has been high
(Chat 15). To give some idea how important immigrants have been to these communities, the next
chart shows how much Hispanics contributed to population growth during the 1990s. Asyou can see,
there are quite afew rurd counties in which Higpanics accounted for more than two percentage points
of total population growth, and severa in which Hispanics contributed more than 10 percentage points.

Growth in the Hispanic and immigrant population has been especialy pronounced in the southwestern
corner of Kansas, home to severd big meatpacking plants. In some of these counties, the Hispanic
population is now close to 40 percent of the total population, well above the average for Cdiforniaand
Texas. The Adan population share is dso much higher in these counties than the rest of the state, though

not nearly as high as the Higpanic populaion share.
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Experts disagree sharply whether immigration at current levelsis good or bad for the economy.
The issue came to the fore last summer because of discussions between President Bush and President
Fox of Mexico about a possible amnesty for undocumented immigrants and temporary worker program
for Mexicans. These discussions were put on hold after the terrorist attacks of September 11, but there
are 9gns that the negotiations may soon resume.

Some people argue that the country needs high levels of immigration to keep the labor force
growing and ensure that there are enough working-age people to support the growing ederly
population. Because most new immigrants are young adults, the immediate effect of thar arrivd inthis
country is to reduce the old-age dependency ratio—the ratio of the 65-and-over population to the
working-age population. However, these immigrants not only have children who must be supported,
but at some point they add to the elderly population by retiring themsdves. Economists who have
carefully tried to take dl these effects into account have generdly concluded that immigration will limit
the rise in the old-age dependency ratio and dleviate the fisca problems caused by an aging population.

However, they aso find that the net benefit from each additiond immigrant isrdatively smal. Thus,
while there may be good reasons to dlow high immigration, solving the problems of an aging population
is probably not one of them.

One reason economigts have found that high levels of immigration do little to solve the problems
of an aging population is that immigrants tend to have fewer years of education and hold lower-paying
jobs than native-born residents (Chart 16). 1n 2000, athird of the foreign-born population aged 25 and

over had failed to complete high schoal, twice as much as the native-born population of that age. And
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for immigrants born in Mexico, the percentage who had not finished high school was even grester—
amost two-thirds.

The low average leve of education of recent immigrants has aso led to concerns that
immigration might be depressing wages for unskilled native workers, many of whom are dready closeto
the poverty level. The evidence on this point is mixed, however. Immigration supporters argue that the
jobs taken by immigrants are often jobs native-born workers do not want. They aso point out that
wages for unskilled workers do not tend to be any lower in citieswith high rates of immigration.
Immigration opponents counter that the only reason unskilled wages have not falen in these ditiesis
because unskilled native-born workers have migrated to other cities with fewer immigrants, causing the
impact of immigration on unskilled wages to be spread over amuch wider area.

Of course, even if unskilled and poorly educated natives are hurt by recent immigration, other
groupsin the economy may benefit. One such group are the people who consume the goods and
sarvices produced by immigrants—for example, the people who are able to buy mest at lower prices
because immigrants perform physicaly demanding jobs in mest-packing plants, or the people who do
not have to pay as much for hotd stays or fast food because immigrants take unskilled jobs in the
lodging and restaurant industries. A second group that benefit from immigrants are the companies that
employ them—companies that might earn lower profits or even go out of businessif they could not hire
immigrants.

Given this gate of affairs, with some groups in the economy losing from immigration and others

receiving important bendfits, it is easy to see why the issue of how many and what kind of immigrantsto
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admit is such a contentious one. What does seem clear, however, isthat no matter how many
immigrants we decide to dlow into the country in the future, high priority should be given to educating
the children of immigrants who are dready here. That is the best way to ensure that second-generation
immigrants do not suffer the same economic and socid handicaps astheir parents and that they make
the maximum possible contribution to the long-run performance of the economy.
Summary

Let me conclude by briefly summarizing my remarks. | began by highlighting the mgor results of
Census 2000 for Kansas and Missouri. We saw that population has continued to grow at adower rate
in both states than in the nation asawhole. In the case of Kansas, the shortfal reflected especidly
duggish growth in the stat€' s rurd population, as counties dependent on traditional agriculture suffered a
Steady outflow of younger resdents. In the case of Missouri, the culprit was dow growth in the state's
urban areas, with rapid population growth in outlying suburbs falling to compensate for stagnation in
centra city neighborhoods.

| then went on to describe two mgor demographic shifts that are now underway—shifts that are
affecting both the nation and the region. First was the aging of the population, which will make it harder
for the U.S. to maintain its standard of living and fiscd baance.  Second was the sharp increasein
immigration from developing countriesin Asaand Latiin America. | concluded that this trend might
help offset some of the adverse effects of an aging population, but not enough to make a big difference

due to the fact that recent immigrants tend to have less education and fewer job skills than natives.
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Both demographic shifts present difficult chalenges. In the course of my tak, | have suggested
some possible responses—for example, ralsing nationd saving so as to increase the economy’ s long-run
capacity to provide for the ederly, and giving higher priority to educating the children of immigrants.
There may well be other responses to the two demographic shifts. The important thing at this point is

that we recognize the shifts are underway, and not bury our headsin the sand.
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