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considers Puerto Ricans who move
to the mainland to be international
migrants) or almost 20 percent of
the world’s total, and has been the
focus of most studies of the economic effects of migrant workers.
Immigrants add to the supply of labor
and, with the demand for labor fixed,
immigration means more employment and lower wages.
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Immigration’s Economic Effects
International labor migration involves
people moving across national
borders, leaving one country to work
in another. There are many reasons
for migration, and a major reason is
economic, to earn higher wages and
enjoy more opportunities for upward
mobility.
There were 272 million international
migrants in 2019, defined by the UN
as persons who are outside their
country of birth a year or more. Over
60 percent of the world’s migrants

were in the 30+ rich or industrial
countries, since most migrants move
from poorer to richer areas. The
same poor-to-rich movement is evident in migration between developing countries, as migrants move from
Indonesia to Malaysia, other African
countries to South Africa, or Nicaragua to Costa Rica.
What are the effects of labor migration on the economies of migrant-receiving countries? The U.S. has
about 50 million migrants (the UN

Immigrant workers reduced US wages by 3% and expanded the economy by
$8 billion

The U.S. had a labor force of 140
million in 1996, including 125 million
U.S.-born and 15 million foreign-born
workers who earned an average
$12.60 an hour. The NRC report by
Smith and Edmonston (1997) estimated that, without the 15 million
foreign-born workers, average hourly
earnings would rise three percent
to $13 an hour as employment fell to
125 million US-born workers.
The presence of 15 million foreign-born workers creates rectangles C and D and triangle B. Rectangle C is the transfer of wages from
U.S. workers to profits, since wages
are $12.60 an hour rather than $13
with immigration, while rectangle
D represents the wages earned by
migrants. The net increase in national
income due to immigration is triangle B, which was estimated to be $8
billion in 1996. Admissionsts touted
the plus $8 billion economic benefit
of immigration, while restrictionists
emphasized that the US economy
expanded by $8 billion every two
weeks in the mid-1990s.
The conclusion of macroeconomic
studies is that immigration raises
employment and profits, migrants
gain with higher U.S. wages, and
U.S. workers lose with lower wages.
Since immigrants dribble into a
country over time rather than arrive
all at once, the wage depression
may appear as a slower increase
in wages rather than a measurable
decrease.

Labor Markets
What are the effects of migrant
workers on similar U.S. workers?
U.S. workers, when grouped by the
best single indicator of income, years
of schooling, have something of a
diamond shape, since 60 percent
of U.S. workers have high school
diplomas but not college degrees.
Foreign-born workers have more of
a barbell shape. Almost 28 percent
of migrant workers did not complete
high school in 2015, while 12 percent
had graduate degrees.
There are several ways to study the
effects of migrant on similar U.S.
workers. Case studies of particular
labor markets show how competition between employers who hire
different types of workers can result
in migrants replacing U.S. workers.
In southern California, farm labor
contractors who hired unauthorized
workers replaced labor cooperatives
that hired Mexican Americans to pick

citrus after the U.S. workers went on
strike in the early 1980s for higher
wages and benefits. The younger
unauthorized workers achieved the
same hourly earnings and were less
interested in the pension and other
benefits that added 40 percent to
labor costs at the coops. Growers
quit the coops and turned to FLCs
to get their lemons and oranges
harvested, and the unionized coops
went out of business.
Similar stories played out in janitorial
services. Instead of hiring janitors
directly, banks, supermarkets, and
office buildings turned to janitorial
service firms that relied on unauthorized workers. Hispanic immigrants
soon replaced U.S.-born janitors,
many of whom were Black. Justice
for Janitors campaigns in the 1990s
successfully negotiated contracts for
some of these migrant janitors in the
1990s.

Economists prefer statistical analyses to case studies, and developed
several methods to estimate the
effects of migrant on U.S. workers.
Analysts begin with models that
make assumptions about how U.S.
workers compete with migrants and
then estimate the effects of migrant
on U.S. workers in particular cities or
across the U.S.
The first and simplest approach is
to compare average hourly wages
and the share of migrants in city
work forces, so called spatial correlation. The positive line in the figure
below shows that the average hourly
earnings of workers with a high
school diploma or less are higher in
cities with a higher share of migrant
workers. This does not mean that
a higher share of migrants in a city
causes higher wages. Instead, it is
more likely that high wages attract
migrants to a city, which is why the
migrant share of workers is higher
in higher-wage New York and Los

Foreign-born Workers are Concentrated at the Extremes of the Education Ladder
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Average Hourly Earnings are Higher in Cities with a Higher Share of Immigrant Workers (2018)
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Angeles than in lower-wage Cincinnati and Memphis.
A second approach is to study unexpected events, so-called natural
experiments. The most studied event
was the arrival of 125,000 Cuban
Marielitos in south Florida in 1980.
Many Marielitos settled in Miami,
increasing the area’s labor force by
seven percent.
What happened to the unemployment rates of the Blacks in Miami
who were assumed to be most similar to the Marielitos? The Black unemployment rate in Miami rose between
1979 and 1981 due to a recession, but
rose less in Miami, up 1.3 percent,
than in four other cities that did not
receive Cuban immigrants, where the
unemployment rate rose by 2.3 percent. Card attributed the slower rise
in Miami’s Black unemployment rate
to low-skilled US workers not moving
to or moving away from Miami, and to
Miami employers using labor-intensive techniques to absorb the Marielitos and low-skilled U.S. workers in
the area.
In 1994, Cubans and Haitians again
set out in boats for southern Florida,

but this time they were intercepted
and sent to Guantanamo Bay at the
eastern tip of Cuba. With no migration into Miami, the unemployment
rate of Blacks rose by 3.6 percentage points between 1993 and 1995,
and fell by 2.7 percentage points
in the four comparison cities, for a
total gap of 6.3 percentage points
between the unemployment rate of
Blacks in Miami and the comparison
cities.

Why would the arrival of Cubans in
one period help Blacks by restraining the increase in their unemployment rate, and the non-arrival of
Cubans in another period hurt them
with a higher unemployment rate?
The same economic model cannot
explain both outcomes, which is why
the effects of the Marielitos on U.S.
workers continue to stir debate.

Over 125,000 Cuban Marielitos arrived in Florida between April and October
1980

The Black Unemployment Rate Rose Less in Miami Than in 4 Other Cities Between 1979 and 1981, but More Between
1993 and 1995

Age-Education Cells Find Lower Wages With a Higher Share of Immigrants in Each Cell
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The major lesson is that the larger
the group of U.S. workers studied
to find the impacts of migrants, the
harder it is to detect migrant effects.
The smaller the group used to check
for the effects of migrants, the more
impacts are found, but they may
represent artifacts of data rather than
migrant impacts.
Age-Education Cells
Migrants and U.S.-born workers are
mobile, so if migrants move to opportunity and U.S.-born workers move
away from areas with large shares
of similar migrants, city comparisons
(spatial studies) may not detect the
true effects of migrants on U.S. workers.

Another way of looking for the
impacts of migrant on U.S. workers is
to divide both migrant and U.S. workers into age and experience cells
that group together workers who are
substitutes for each other and look
for the impacts of migrants on similar
U.S. workers within each cell. This
means that 25-to-30 year old migrant
and U.S.-born workers with less than
a high school diploma are in one cell,
while 35-to-40 year olds with college
degrees are in another.
Borjas divided workers into five education cells, high school dropouts,
high school graduates, those with
some college, those with a college
degree, and those with more than
a college degree. He created eight

age or experience cells, for a total
of 8x5 = 40 cells, and examined the
change in the wage of migrant and
U.S. born workers in each cell over
the preceding decade using the six
decennial censuses between 1960
and 2010, for a total of 240 data
points.
Each dot in the figure above is one
of these 240 data points, and the
negative line shows that a larger
share of immigrant workers in a cell
is associated with a smaller increase
in weekly earnings for U.S. workers
in the cell.
The Y-axis measures the change
in real weekly wages in a cell over
the previous decade, and the X-axis

measures the share of migrant workers in each cell. Borjas found that 10
percent more migrant workers in a
cell means a decline up to nine percent in wage growth for U.S. workers
with little education. Studies in other
countries that put migrant and native
workers in age-education cells find
similar results, that is, a higher share
of migrants means slower growing
wages for low-skilled native workers.
Are workers within age and education cells substitutes? Analysts who
believe that immigrants and U.S.-born
workers within cells are complements have redone the age-education cell analysis and concluded
that migrants raise the wages of U.S.
workers within cells, as when lowskilled U.S. workers serve food to
diners that is prepared by low-skilled
migrant workers in the kitchen.
Public Finance
Do immigrants pay their way? One of
the most contentious debates about
immigration is whether the taxes

paid by immigrants exceed the value
of the tax-supported services they
consume.
Immigrants should pay their way
because most are in their prime
working and thus tax-paying years.
The taxes paid-benefits received
balance for all people varies over a
person’s lifetime. Children and the
elderly consume tax-supported services, while employed workers pay
most of the taxes.
There is an important difference
between federal and state tax systems. The major tax paid by low U.S.
earners is the social security tax collected by the federal government to
support the elderly, while the major
taxes collected by state governments
are income and sales taxes that
are spent to provide education and
health care to children.
The figure below, from a NAS study
that used data for 2013, found that
immigrants paid their way for the
federal government but not for state

and local governments. However,
2nd and 3rd generation children of
immigrants do not pay their way at
federal or state levels because of
government deficits.
What happens over the lifetime of an
immigrant and his or her children?
The NAS study compared the net
present value of a 25-year old immigrant and a 25-year old U.S.-born
worker in 2012 by projecting their
earnings, taxes paid, and the value
of tax-supported services received
over the next 75 years, including the
taxes paid and the benefits received
by immigrants and their children. The
figure below shows the result. Lowskilled 25-year olds, whether immigrant or U.S. born, consume more
in tax-supported services than they
pay in taxes. High-skilled immigrants
and natives, on the other hand, pay
more in taxes than they consume in
tax-supported services.

Immigrants Pay More in Federal Taxes Than They Receive in Tax-Supported Services, But Have a Deficit with State and
Local Governments
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Perspective
What do economic studies of the
impacts of migrant workers suggest
for migration policy making? If the
purpose of immigration policy is to
benefit natives by reducing their tax
burden, migration policy should favor
the admission of young and well
educated immigrants who know the
host country language and have jobs
waiting for them. This is the migration policy of Australia and Canada,
whose migration selection systems
award points for personal characteristics that are associated with successful economic integration.
If the purpose of migration policy is
to benefit foreigners seeking higher
incomes or safety from persecution, policy may favor the admission of low-skilled foreigners, since
they gain the greatest percentage
increases in their earnings by crossing national borders, as when a rural
Mexican earns ten times more in the
U.S. Similarly, refugees escaping persecution may be costly to integrate if

Bachelor’s
degree
U.S. native

they had no time to prepare to begin
anew in a safer country, but their
need for protection may justify their
admission and integration.
Migration policy often has multiple
goals, some of which contradict
each other. The U.S. government
often asserts that immigration is in
the national interest and benefits
newcomers and natives. However,
even if there is a net macroeconomic
benefit of immigration, some natives
may be hurt and, as with similar justifications for freer trade generating
net economic benefits, losses may
be concentrated among those who
lose their jobs or experience slower
rising wages.
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