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The Economic Case for an Immigration Moratorium

An Introduction

By EpwiN S. RUBENSTEIN

0o many people. Not enough jobs. This,

in a nutshell, is the dilemma facing the

U.S. economy. Thus far the federal

government has focused on the “not

enough jobs” part of the problem, with
dismal results. Despite Washington’s cash infusions,
bailouts, and stimulus plans, 14.5 million Americans
are unemployed today, 5 million more than when the
economy collapsed in the Fall of 2008. Many of them
will never find work again.

The “too many people” aspect? The government
ignores it completely. Yet population growth is at the
heart of our economic distress. The economy must create
125,000 jobs every month just to keep up with population
growth, which is driven mainly by immigrants and their
U.S.-born children.

Meanwhile, immigration policy is working against
the American worker. In 2008 and 2009 2.4 million
new immigrants (legal and illegal) settled in the United
States even though 8.2 million jobs vanished over the
same period. Figures for 2010 show the foreign-born
working age population is growing five times faster than
the comparable native-born population. Nearly three-

quarters of the 1.2 million jobs created in 2010 went to
foreign-born workers.!

Historically, the federal government has done a
much better job of reducing the number of job seekers
than in creating jobs. The “Great Wave” of mass
immigration in the late nineteenth and early twentieth
centuries was ended first by World War I and, in the 1920s,
by federal immigration legislation. The restrictionist
policies capped legal immigration at between 50,000
and 160,000 per year over much of the next 40 years. As
the immigrant share of U.S. population fell, economic
conditions of ordinary native-born Americans rose.
Groups that had been displaced by immigrants — blacks
and uneducated whites — were sought after, used, and
paid. The distribution of income became less uneven
and more egalitarian.

Not until mass immigration resumed in the mid-
sixties did poverty, unemployment, welfare dependency,
wage declines, and fiscal deficits become a seemingly
inevitable part of our economic life. But memories are
short. Washington acts as if admitting one million legal
immigrants and hundreds of thousands of illegals each
year plays no role in the current crisis.
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Every economic, fiscal, and social problem we
face is negatively impacted by immigration. This report
analyzes the benefits of a proposed 40-year immigration
hiatus on several of them. Key findings include the fol-
lowing:

Fiscal deficits

Everyone agrees spending must be cut. But where?
Well, not Medicare, not Social Security, not infrastruc-
ture. After years of railing against government spending,
the Republican leadership hasn’t named a single specific
program they actually want cut. Our research shows that
immigrants receive more benefits than they pay in taxes,
i.e., they worsen the deficit problem. An immigration
moratorium would cut future deficits by hundreds of
billions of dollars without cutting benefits to natives or
immigrants already in the country.

Social Security

It is sometimes said that immigration can “keep
America young” and help “save” Social Security. There
is a grain of truth to the first part: new immigrants are
usually younger than natives and have larger families.
But — surprise, surprise — immigrants grow old at the
same rate as natives. Over the proposed 40-year period
the median age of U.S. residents will rise nearly as fast
under current immigration policies as under a morato-
rium. Similarly, the assumption that illegal immigrants
will not collect Social Security — and that their pay-
roll tax payments will be available to finance benefits
for natives — is unrealistic. Many illegal immigrants are
likely to become Social Security pensioners after retire-
ment.

Medicaid

The most expensive anti-poverty program, Med-
icaid, finances medical care for uninsured poor fami-
lies with children. Because most immigrants lack the
p» skills required for middle-class jobs —

Y . .
- jobs that provide health
- = insurance coverage —
they receive Medic-

aid at greater rates than
natives. We estimate that about
one-tenth of all Medicaid spend-
ing goes to immigrant households.

By mid-century, if current immigra-
tion policies remain in effect, that share will rise to 14
percent. A 40-year moratorium would cut the immigrant
share by nearly two-thirds, to roughly 5 percent. Presi-
dent Obama’s health care reform expands Medicare eli-

gibility to millions of “near poor” households — a dis-
proportionate share of them headed by immigrants.

K-12 education

In recent decades immigration has accounted for
all the rise in public school enrollment. Today nearly
one of every five pupils enrolled in U.S. public schools
— about 10 million students — is either an immigrant or
the U.S.-born child of an immigrant. This total includes
an estimated 1.1 million illegal immigrant children. A
moratorium will impact school enrollment more than it
will population. That is because the group most affected
by immigration policy — Hispanics — account for a dis-
proportionate share of school enrollment. K-12 spend-
ing will be nearly $300 billion (2008 dollars) below the
level needed in 2050 under current immigration policy.

More importantly, the quality of education available to
native students would be enhanced as personnel and
resources now devoted to non-English speaking immi-
grants are mainstreamed.

Infrastructure

While president-elect, Barack Obama announced
a massive public works effort that he said “will mean
2.5 million more jobs by January 2011.” Two years, and
two infrastructure programs later, there are no demon-
strable benefits. No one should be surprised: the first
beneficiaries of federal construction programs are law-
yers, bureaucrats, and environmental impact consul-
tants. Once the legal and regulatory barriers are met the
money filters down to politically well connected con-
tractors. They have the personnel and the equipment —
and will bid on the federal contract. But these companies
are already working on existing projects. They will get
to the new project when they get to it. Yes, our infra-
structure is in bad shape. But if money was the prob-
lem, there would be no problem. Infrastructure spending
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cannot keep pace with the demands placed on it by pop-
ulation growth. A moratorium could help close the gap
between the infrastructure demand and supply.

Wages

If immigration continues at current levels, new
immigrants and their children will account for a/l U.S.
labor force growth between 2010 and 2050. The result-
ing wage loss to natives and earlier immigrant cohorts
will occur regardless of whether the new arrivals are
legal or illegal, temporary or permanent. By contrast, a
40-year moratorium will reduce the immigrant share of
the labor force and raise native wages. We project work-
ers in Nevada, Georgia, Maryland, and New Jersey will
experience the largest percentage wage growth under a
moratorium.

Population growth

Under current immigration policy, immigrants and
their U.S.-born children will account for about 80 per-
cent of U.S. population growth between 2010 and 2050,
according to the Census Bureau. A 40-year moratorium
on new immigrants would reduce 2050 population by
116 million, or 26 percent, below the level that would
have been reached under current policy. Instead of 439
million, U.S. population in 2050 would be 323 million.
In three states — Florida, Texas, and California — a
moratorium will reduce 2050 population by 10 million
below current policy levels.

Demographic change

Hispanic and non-Hispanic minorities will be in
the majority in 2050. Even if no new immigrants are
allowed in, the minority share of U.S. population will
rise because non-white mothers (immigrant and native
alike) will give birth to more children than their white
counterparts. A moratorium, however, will enable white,
non-Hispanics to retain their majority status past mid-
century. Bottom line: a moratorium will slow, but not
halt, the Hispanicization of the population.

The Great Recession is over. Economists say it

ended in June 2009 when the U.S. economy started
to grow. Immigration undoubtedly helped turn things
around: more workers and more people mean a larger
GDP. But the vast majority of native-born workers are
worse off now then they were before the recession. Their
wages are lower; their taxes are higher.
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The primary beneficiaries of immigration are the
immigrants themselves and their corporate employers,
whose profits soar when they replace natives with low
wage foreign-born workers. This startling juxtaposition
— of greatly increased overall wealth and the nearly total
failure of poorer and middle-class American natives to
benefit from it — is the great economic fact of our time.

Immigration policy follows the money — money
spent by businesses and well-heeled special interest
groups lobbying Congress for amnesty and higher legal
inflows. They have the economic power. But we have
the knowledge. Knowledge is power. By exposing the
economic downside of mass immigration — and the
benefits of a moratorium — we just might push Wash-
ington into doing the right thing. m
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