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Immigration and the
Economy

Current levels of immigration are not beneficial to our country’s economy, its
fiscal well-being, or the health of our labor market. In fact, immigration is a drain
on the economy; the net annual cost of immigration has been estimated at
between $67 and $87 billion a year.1 The National Academy of Sciences found
that the net fiscal drain on American taxpayers is between $166 and $226 a year
per native household. Even studies claiming some modest overall gain for the
economy from immigration ($1 to $10 billion a year) have found that it is
outweighed by the fiscal cost ($15 to $20 billion a year) to native taxpayers.2 In
short, the average native taxpayer is paying for immigration so that large
companies can profit by employing immigrants in low-wage positions.

That immigration does not help the economy should come as no surprise, since,
in a sense, we are importing poverty. One out of every five poor people is an
immigrant.3 Furthermore, the earning power of these poor immigrants is
deteriorating and is likely to remain low throughout their working lives, according
to the RAND Insitute.4
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While businesses like to enjoy the low-wage labor supplied by high immigration,
it comes at a price. Part of that price is lost productivity. Business and social
transaction costs rise, as time, effort, and money are spent overcoming language
and cultural barriers.5 “Poor English skills among foreign-born residents cost
more than $75 billion a year in lost productivity, wages, tax revenue and
unemployment compensation,” says Ohio University economist Lowell
Gallaway.6

Another price that society pays for immigration is the widening gap between rich
and poor, an effect noted by the U.S. Council of Economic Advisors.7 The effect
of immigration on low-skilled Americans is profound: “Undoubtedly, access to
lower-wage foreign workers has a depressing effect [on wages].”8 Government
research suggests that 50 percent of wage-loss among low-skilled Americans is
due to the immigration of low-skilled workers.9 In 1996, analysis of all the
metropolitan areas with over a million residents found that the higher the
immigrant population in the city, the smaller the size of the middle class.10

The jobs immigration does create are often for other immigrants and at the
expense of Americans. “Once in place, ethnic hiring networks are
self-reproducing since each new employee recruits others from his or her own
group.”11 A GAO study found that a decade of heavy immigration to Los Angeles
had changed the janitorial industry from a mostly unionized native black
workforce to one of non-unionized immigrants.12

According to the Census, the employment of black Americans as hotel workers
in California dropped 30 percent in the 1980s, while the number of immigrants
with such jobs rose 166 percent. “Indeed, many of the positive aspects of
entrepreneurship have a negative dimension that is not often acknowledged. The
ethnic solidarity hypothesized to be conducive to immigrant business can be
seen in another light, as exclusionary and clannish, impeding access to business
and employment opportunities for the native-born. The informal business
transactions in immigrant communities that are normally regulated by gossip and
ostracism can sometimes be enforced in ways that are distinctly illegal.”13

As immigrants come to occupy a niche, we grow dependent on continued
immigration. Wayne Cornelius, a political scientist at UC San Diego, found [in a
three-year study] that unskilled immigrant labor is increasingly structurally
embedded in the economy, especially in California, “where immigrants have
largely replaced U.S.-born workers in many occupations, from electronics
assembler to gardener to domestic worker.”14 “Network recruitment [of
immigrants] not only excludes American workers from certain jobs; it also builds
a dependency relationship between U.S. employers and Mexican sources that
requires a constant infusion of new workers.”15 “As foreign students increasingly
dominate these demanding fields, fewer and fewer Americans will enter them.
Thus not only are Americans being displaced from these jobs now, but the
candidates for these jobs in the future will increasingly be non-Americans. If this
continues long enough, we will end up with ever-fewer American-born scientists,
engineers, computer scientists, programmers, and mathematicians; perhaps
none at all.”16

This is the net cost, i.e., the cost after the immigrants’ contribution in
taxes is included in the calculation. The Net Costs of Immigration, Donald
Huddle, Rice Univ., Carrying capacity Network, Washington DC, Oct.
1996.
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