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The three disclaimers

• I am a macroeconomist: you get the view from 30,000 feet

• I talk like a macroeconomist: this doesn’t make me a monster

• I’m going to focus on research and data: the focus will be at the national level 
rather than on Adams County



The big picture: increase in foreign-born 
population since 1970

Source: Abramitzky and Boustan (2017)

Immigration Act of 1924

Immigration and Nationality
Act of 1965



Changes in the regional origins of immigrants

ß Africa

ß Latin America

ß Asia

Source: Abramitzky and Boustan (2017)



Outline

• What are effects of immigration on employment and wages?

• What is the fiscal impact of immigration on state, local, and federal government?

• What patterns can we see that will shape immigration in the future?



The effect of immigration on 
employment and  wages



What economists think about immigration

Strongly 
agree Agree Uncertain Disagree

Strongly 
disagree

No 
opinion

“The average US citizen 
would be better off if more 
low-skilled foreign workers 
were allowed to enter the 
US each year”

2% 50% 28% 9% 0% 0%

“Many low-skilled 
American workers would 
be substantially worse off  
if more low-skilled foreign 
workers were allowed to 
enter the US each year”

4% 46% 30% 7% 2% 0%

Source: Chicago Booth IGM Forum, December 2013



Let’s unpack this

• Some things just about everyone agrees on:
– Immigration is good for the immigrants: better economic opportunities

– Immigration is good for the world economy: move resources to areas where they have a 
higher marginal product (however: brain drain)

– Immigration of people with high skills, entrepreneurial ability benefits the host country 
(but native high skilled people and entrepreneurs might be worse off)

• Trickier question: how can immigration of “low-skilled” people benefit the 
host country?
– Apology: economists use low levels of education as a proxy for low-skill, though this is 

obviously problematic



How the US benefits from low-skilled 
immigration

• Standard macroeconomic perspective: more “factors of production” always a good 
thing

• Increased productivity due to immigrant and native-born workers specializing in 
areas of comparative advantage

• Consumers benefit from cheaper products produced by immigrant labor (to the 
extent that immigrant labor reduces wages or increases productivity in particular 
sectors)

• Consumers benefit from greater variety of products produced by immigrant labor 
(to the extent that immigration promotes new industries/products)

• Perhaps most important in current environment: offset the aging of the US 
population



Aging of U.S. population

Source: Social Security Trustees Report (2018)



Importance of immigrants to labor force

2020-30: net growth = about 2 million. To maintain growth at 2010-20 level we would need 7 million more immigrants
over the decade.

Source: National Academy of Sciences (2016)



Can immigration save Social Security?

• It’s complicated

• Social Security trustees estimate actuarial balance of OASDI over 75-year horizon; 
currently under intermediate assumptions balance is -2.84% of payroll (meaning a 
2.84% tax increase would put the system in balance)

• All else equal, increasing immigration by 335,000 / year reduces deficit to -2.60% 
of payroll; in other words it “solves” about 8% of the problem.

• Previous slide suggests increasing immigration by around a million a year; this 
would solve 24% of the problem.

• These are back-of-the-envelope calculations: don’t take them to the bank!



Immigration may hurt some workers
• All else equal, more low-skill workers à lower wages for low-skill workers, offset 

by gains for high-skill workers and owners of capital

• But “immigrants take jobs” is simplistic. Effect is offset in two ways:
– Increase demand for goods and services à increase demand for all types of labor à

increase wages
– Higher profits à increase investment à increase demand for all types of labor à

increase wages

• Some basic insights
– Long-run effect on wages is smaller than short-run effects
– Immigration that just replicates skill distribution of native-born population has no effect 

on wages in long run
– What is of concern (potentially) is immigration that increases supply of low-skill labor 

relative to high-skill labor



Caveat: “low-skill” may be a misnomer

• Less-educated workers may have specific job skills in short supply (e.g. agriculture)

• Lack of opportunities in poor countries may mean very talented people are hidden 
in the “low education” category

• Migration selects highly ambitious, risk-taking people



Some evidence that less educated immigrants 
are exceptional:

Predicted education levels of children by educational attainment of parent

Foreign-born parent

US-born parent

Source: National Academy of Sciences (2016)



Some illustrative empirical results
• Most studies find a small negative effect of immigration on wages; let’s say 1% 

increase in labor supply due to immigration à 0.3% decrease in wages

• Effect on wages of people without a high school education (>25 years old):
– Native born Americans w/o HS education = 14.4 million
– Immigrants w/o HS education = 10.2 million
– Increase immigrants w/o HS education by 1 million à 4% increase in labor 

supply à 1.2% reduction in wages (e.g. $10/hour à $9.88/hour)

• Effect on wages of people with HS education or less (>25 years old)
– Native born Americans w/ HS education or less = 68.0 million
– Immigrants w/ HS education or less = 19.2 million
– Increase immigrants with HS education or less by 1 million à 1.1% increase in 

labor supply à 0.3% reduction in wages (e.g. $15/hour à $14.96/hour)



Some interesting “natural experiments”

• Mariel Boatlift (1980): Peri and Yasenov (2015)
– In 1980 mass protests in Cuba caused Fidel Castro to allow thousands of people to sail 

from Mariel, Cuba to Miami

– 120,000 refugees in the space of 5 months

– 54,000 working-age, 56% without a high school degree

– Increased Miami’s labor force by 8.4%, <HS labor force by 18%

– No effect on wages or unemployment rates for <HS native born workers

• Refugees in Denmark (1995, 2003): Foged and Peri (2016)
– Refugees from former Yugoslavia in 1995, from Afghanistan, Somalia, Iraq in 2003

– >40 percent had HS education or less

– Native-born less educated workers were pushed into non-manual jobs (where ability to 
speak Danish was an advantage)

– Wages for native-born workers increased, no effect on employment



• End of Bracero program (1964): Clemens, Lewis, and Postel (2017)
– Bracero program (1942-64) allowed Mexicans to work in US on temporary visas

– Almost 500,000 workers per year at peak, almost all in agriculture

– Program ended in 1964: rationale was that braceros were depressing wages for native-
born agricultural workers

– Did not cause wages to rise: farms either mechanized or stopped production



Summary:

• Immigration benefits aggregate economy but may disadvantage particular groups.

• Preponderance of evidence suggests these effects are small.



Fiscal impact of immigration



How do immigrants affect public finances?

• Most immigrants work and pay taxes (even undocumented immigrants pay sales 
tax, gas tax, property taxes, etc.)

• But immigrants also use social services
– Children attend public schools
– Lawful permanent residents do not qualify for many federal income support programs; 

undocumented immigrants qualify for very few
– But children often do qualify, especially if children are U.S. citizens
– Some state and local governments allow documented and undocumented immigrants to 

qualify for various programs, some don’t
– State and local governments offer special services such as ESL programs for immigrants

• Immigrants are more likely to be in poverty than native born



Percent in poverty
U.S. native born 15.0%

Mexico 30.1%

Honduras 32.7%

Guatemala 28.5%

Dominican Republic 21.2%

Haiti 23.7%

El Salvador 20.3%

Poverty rates by  country of birth, 2011

Source: National Academy of Sciences (2016)

Men Women
Native born 79.8% 70.5%

Foreign born 83.5% 60.3%

- Mexico 84.5% 50.1%

- Other Latin America 82.4% 66.0%

Percent employed, age 25-54



Estimates of net fiscal impact  for 2013

Source: National Academy of Sciences (2016)

Federal State Total
1st generation + dependents (55.5 million)

- Outlays $6,154 $5,515 $11,669

- Receipts $7,051 $3,475 $10,525

- Receipts/outlays 1.146 0.630 0.902

2nd generation + dependents (23.3 million)

- Outlays $13,734 $6,216 $19,949

- Receipts $9,507 $5,092 $14,600

- Receipts/outlays 0.692 0.819 0.732

3rd+ generation + dependents (237.3 million)

- Outlays $12,691 $5,959 $18,650

- Receipts $9,486 $4,868 $14,353

- Receipts/outlays 0.747 0.817 0.770



Variation across states (2011-13)

Source: National Academy of Sciences (2016)

Not sure what accounts for the difference – different treatment of
public goods at state and local level?



Fiscal impact over a lifetime

Source: National Academy of Sciences (2016)

Similar impact when young

Second generation pays the
most taxes in middle age

Third generation gets more
benefits when old



Fiscal impact is more positive for highly 
educated immigrants

Source: National Academy of Sciences (2016)



Average “cost” of an immigrant over lifetime

75-year present 
value

Annual cost 
(/75)

< High school Foreign-born -$246,000 -$3,280

Native-born -$427,000 -$5,693

High school Foreign-born -$79,000 -$1,053

Native-born -$139,000 -$1,853

Some college Foreign-born +$109,000 +$1,453

Native-born +$26,000 +$347

BA Foreign-born +$433,000 +$5,773

Native-born +$473,000 +$6,307

> BA Foreign-born +$795,000 +$10,600

Native-born +$766,000 +$10,213

Net fiscal impact by education level

Source: National Academy of Sciences (2016)



The impact of undocumented immigrants on 

state and local budgets

Highlights from a Congressional Budget Office study (2007):

• Taxes paid by undocumented immigrants do not cover costs to state and local 

governments

• Costs are small relative to state and local budgets: usually < 5% of total spending in 

each category (higher in California, but still < 10%)

• Some examples:

– In 2003-4 Minnesota spent about $140 million on education for children of 

undocumented immigrants; but this is only about 2.5% of total education 

spending

– San Diego County spent over $50 million on law enforcement activities related 

to undocumented immigrants in 1999; that’s 9% of $541 million law 

enforcement budget



Summary:

• It’s very hard to measure fiscal impact of immigrants.

• Immigrants are probably a net revenue producer for the federal government and a 
net cost for state and local governments.

• Immigrants “cost” less than native-born people in similar circumstances.

• Net costs higher for immigrants with children, immigrants with lower levels of 
education.

• Net costs are not large relative to size of economy or government budgets.

• By the second generation immigrants have about the same fiscal impact as other 
native born.



Recent trends in immigration



Immigrants are becoming more educated

Source: National Academy of Sciences (2016)



Low-skill immigrant population has stabilized

Source: Hanson et al. (2017)



Illegal immigration has fallen since 2000

A little  higher
so far in 2018

Number of apprehensions  at border



Decline in number of Mexican immigrants

Source: Hanson et al. (2017)



What accounts for slowdown in immigration?

• Part of slowdown is temporary: collapse of U.S. housing boom and recession

• But there are long-term  trends as well:
– Increased border security
– Decrease population growth in Mexico and Central America
– Rising wages in Mexico relative to U.S.

• Wildcard: Political instability

• Are we fighting the last war? It wouldn’t be the first time!



Summary:

• Average educational attainment of immigrants has increased over time.

• Demographic and economic trends suggest reduced pressure for immigration to 
the U.S. in coming years, at least from Latin America.

• Immigration from Mexico has already fallen. But that doesn’t mean immigration 
will fall overall.



Final words on immigration policy

• The U.S. probably benefits from immigration and would benefit from higher levels 
of immigration because of aging of native born population.

• But immigration has adverse impacts on some segments of society. In this way 
immigration is similar to technological change and international trade – forces that 
contribute to growth but that have disruptive consequences.

• Josef Schumpeter: “The process of Creative Destruction is the essential fact about 
capitalism.”

• The liberal approach to technological change, trade – and immigration – is to allow 
process of creative destruction to play out in a controlled way, but to compensate 
with policies to soften impact on affected groups.



Thank you
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