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The Fiscal Effects of Immigration

This article is the
second in a three-

“An immigrant
who lacks a
high school

degree is a net

fiscal burden
regardless of his

age at arrival.”

An Analysis of the NRC Study

$20.2 billion. In
Chapter 7 the net

tion, and in the next issue we
will examine the report’s find-
ings on the demographic effects
of immigration. The study
identifies a number of signifi-
cant problems resulting form
current immigration policy.
Among the study’s findings on
the fiscal effects of immigra-
tion:

* In Chapter 6 of the
study the net annual current
fiscal burden imposed on na-
tive households at all levels of
government by immigrant
households nationally is esti-
mated to range from $14.8 to

annual current fiscal burden is
estimated at $11.4 billion.
Both are larger than the esti-
mated $1 to $10 billion benefit
estimated to accrue to natives
from having immigrants in the
labor market.

* In New Jersey and
California the average immi-
grant-headed household cur-
rently uses $1,484 and $3,463
more in services provided by
state and local government than
they pay in taxes. This trans-
lates into an added tax burden
of $232 imposed on each native

Continued on next page

Immigration Legislation in 1997

For the second year in
a row Congress ended its ses-
sion debating immigration
bills. Last year Congress
passed the Illegal Immigration
Reform and Immigrant Re-
sponsibility Act (IIRIRA),
which included strong border
enforcement provisions, in-
creased penalties for document
fraud, employment authoriza-
tion pilot programs, legally
binding affidavits of support
(See Capital Currents p.11) and
a three to ten year bar for ille-
gal immigrants seeking legal
residence in the U.S., depend-
ing on how long they lived here
illegally. The three year/ten
year bar was to encourage ille-
gal immigrants to return to

their home country and wait
for permission to enter the
U.S. legally. However, the
245(1) program, which allows
illegal immigrants to adjust sta-
tus in the U.S. instead of in
their home country for a
$1,000 fee provided a loophole
to the three year/ten year bar.

In 1996 one-fourth of
all legal immigrants to the U.S.
were illegal aliens who used sec-
tion 245(i) to adjust (See Imwmi-
gration Review, Number 29,
Summer 1997, “Laundering
Their Status,” p. 10). The
245(1) program was slated to
sunset at the end of September,
thus closing the loophole. Im-
migration lawyers and ethnic

See CONGRESS pg 6
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houschold in New Jersey and $1,178 in California
(see Table 1 page 3).

* In New Jersey and California the average
immigrant household currently uses $520 and $127
less in federally provided services than they pay in
taxes. This translates into a net benefit of $3 and $4
to each native household in the United States (see
Table 1).

* Given the skill and age profile of immi-
grants entering the United States today, the total net
present value! of the lifetime fiscal impact of the aver-
age immigrant is predicted to be a negative $3,000 —
excluding costs associated with providing services to
his descendant. The net present value of the fiscal
impact of his descendants, over the course of the next
300 years, will be a positive $83,000 — including those
services received as children. Thus, the net present
value of the average immigrant and his descendants
are projected to be a positive $80,000, composed of a
negative effect of $25,000 on the state/local level and
a positive effect of $105,000 on the federal level.

* Given the skill and age profile of current
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immigrants, it will take 40 years before the net present
value turns positive.

Two of the NRC study’s eight chapters are de-
voted to the fiscal effects of immigration. These chap-
ters contain both a detailed discussion of theoretical and
conceptual issues surrounding immigrant public service
use and tax contributions as well as a substantial body
of original research. Chapter 6 deals with the current
fiscal impact of immigrants. Chapter 7, written prima-
rily by Ronald Lee and Timothy Miller of Berkeley,
examines the lifetime use patterns of today’s immigrants
and their descendants.

Current Fiscal Impact of Immigrants

Table 1 provides a summary of the current
net fiscal impact of immigrant-headed households on
the state, local, and federal government in California
and New Jersey -- the two states examined in detail
in Chapter 6 of the NRC study. The estimates in
Table 1 are drawn from the Census and the Current
Population Survey (CPS), with average costs assumed
to equal marginal costs.

The table indicates that at the present time
immigrant-headed households use significantly more
in public services than they pay in taxes on both the
local and state level. In contrast, immigrant house-
holds in both states pay more in taxes than they use
in services on the federal level. However, this posi-
tive effect on the federal budget is insufficient to off-
set the negative effects at the state and local level. The
study also finds significant variation between immi-
grant groups, with European and Canadian immi-
grants having positive effects and those from Asia and
Latin America having negative effects. The differ-
ences are primarily due to the age and education pro-
file of immigrants from different countries.

The authors conclude that the current nega-
tive effect of immigrant-headed households on pub-
lic coffers is the result of three factors: First, immi-
grants have more children than natives on average
and therefore consume more in educational services.
Second, immigrant households are poorer than na-
tives and therefore receive more in state and locally
funded income transfers. Third, because immigrant
houscholds have lower incomes on average than na-
tive households, they pay less in taxes. The primary
reason that immigrant households have a positive effect
on the federal budget is that they are assumed to im-
pose no additional costs on “pute” public goods such as
defense. In other words, no matter how many immi-
grants enter, the U.S. defense budget is assumed to re-
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main the same. Thus, the costs of defense are applied
only to households headed by natives.

The figures in Table 1 are only a snapshot.
They do not indicate immigrant tax contributions
or public service use rates over the course of a life-
time. Nor do they provide any information about
the U.S.-born children of immigrants. Chapter 7
attempts to answer these questions.

Future Fiscal I mpacts of mmigrants and
Their Descendants

Figure 1 (page 4) reports the lifetime net fis-
cal impact of an immigrant, controlling for educa-
tion level and age at arrival. A single point on the
curve summarizes the entire impact an immigrant ar-
riving at that age will have during his lifetime. Only
the costs of those services used by the

of the March 1994 and 1995 CPS is the primary data
source. The authors divide the immigrant population
by duration of stay in the United States, education and
age at arrival. Based on what is revealed about tax con-
tributions and public setvice use from those sutrveys,
the authors generate the numbers found in Figures 1
and 2. For immigrants who arrive as children and
the descendants of immigrants, education levels are
assigned based on estimates drawn from other survey
data on the educational attainment of children control-
ling for parental education and ethnicity (Hispanics,
Asians, and all others). The estimates in Figure 1 and
2 are for all levels of government. If the results are
disaggregated, immigrants and their descendants tend
to have a net positive effect at the federal budget and a
net negative effect at the state and local level.

immigrant himself are included. The
costs associated with providing ser-
vices to his U.S.-born descendants are
not included. The findings in Fig-
ure 1 indicate that an immigrant who
lacks a high school degree is a net fis-

cal burden regardless of his age at ar- Expenditures
rival. The same holds true for al- Local

most all ages of atrival for an immi- State

grant with only a high school degree. Federal

In contract, an immigrant with more
than a high school, has a strong net

o - > Local
positive effect on public coffers if he State
arrives between the ages of 6 and 49. Federal

Figure 2 (page 4) reports the
net fiscal effects for immigrants along

. . Local
with their U.S.-born descendants State
over the course of the next 300 years. Federal

It includes both the costs associated
with educating the U.S.-born descen-
dants of immigrants as well as their
tax contributions made by the sec-
ond generation. The combined ef-

Local, State and Federal Expenditures, Revenues

Revenues from all sources

Fiscal balance

Note: Figures for N| are for FY 1990, figures for CA are for 1995. Both are adjusted npward to
reflect Dec. 1996 prices.

* Only the net effect of immigrants on the federal level is available from the study for CA.
immuigrants. The estimate is created by assuming that immigrants in IN| have the same fiscal effect
the federal level as their conntry-of-origin counterparts in CA.

by Households in New Jersey and California

Table 1
and Average Fiscal Balance

Lmmigrant Households Lmiigrant Households

in New Jersey in California

$4,236 $6,208
$3,146 $4,973

- $10,517
$3,314 $5,377
$2,584 $2,341

- $10,644
-$922 -$831
-$562 -$2,632
$520* $127

fects indicate that an immigrant with
less than a high school degree is a net
benefit if he arrives before the age of 22. It also indi-
cates that an immigrant with only a high school de-
gree needs to arrive before the age of 35 and immi-
grants with more than a high school degree have to
arrive before age 49 for the combined effects to be
positive.

To arrive at the estimates in Figure 1 and 2
the authors employ a complex methodology that can
only be briefly summarized here. A combined sample

Since the current rate of growth in spending
on Medicare, Medicaid and Social Security are not
sustainable in the long term, the authors assume that
after the year 2016 the ratio of the federal debt to
GDP will remain constant and the entitlement crisis
is solved by a 50-50 combination of benefit cuts and
tax increases. In Figures 1 and 2, no costs are as-
signed to immigrants or their descendants for national
defense or for interest payments on the national debt
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Net Present Value of Total Fiscal Impact
(Immigrants only - by age at arrival
and education)
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because these services are regarded as pure public
goods. Current dollar amounts are valued at their
present value and dollars received in the future are dis-
counted at a rate of 3 percent a year to reflect the fact
that dollars lost or gain in the future are less valuable
than are dollars today. This means events that occur 25
years from now are discounted by a factor of 0.5.

Rather than select an arbitrary cut-off point
for excluding immigrant descendants, the authors
chose to include them all, until the point at which
discounting reduces the influence of the future to
nothing, which is about 300 years. The positive net
effect for immigrants and their descendants of $80,000
is for the total 300 year period. If shorter time frames
are considered, then the total net present value shrinks
accordingly until a 40-year time frame, before which
the net present value is negative.

Questions Arising from Methodol ogy

The method used to obtain the estimates for
the current fiscal impact of immigrant households in
Chapter 6 is straightforward. The only real prob-
lem is that the authors could have done more with
the data. For example, in addition to dividing immi-
grant households by country of origin, it would also
have been useful to divide immigrant households by
education level or entering cohort. This would have
provided some insight into the fiscal impact of immi-
grant households over time or by education level. Even
without this information, however, Chapter 6 provides
a great deal of useful and up to date information.

Chapter 7 is more difficult to assess. Cleatly,
the research is cutting edge. Furthermore, the au-
thors’ analysis of lifetime fiscal effects adds a much
needed long-term perspective to the immigration de-
bate. However, there are a2 number of serious meth-

odological issues resulting from the approach used.
The most important issue is the underlying assump-
tion that past patterns of immigrant tax contribu-
tions and public service use can be used to predict
future patterns. This approach, for example, assumes
that a high school dropout immigrant who enters
today at age 21 will use services and pay taxes in 20
years in a manner similar to a dropout who entered
20 years ago at the age of 21. This is a highly ques-
tionable assumption, especially because there are no
country of origin controls in the study. That is,
immigrants are lumped together by education and
age at arrival regardless of where they came from.
Furthermore, the structure of the economy has
changed significantly in the last few decades and this
will no doubt continue. The resulting changes in the
economic opportunities available to workers with dif-
ferent skills makes predicting the future fiscal effects
of immigrants highly speculative.

Even putting aside the difficulties associated
with making projections about today’s immigrants,
there is even more uncertainty about the fiscal im-
pact of the children of immigrants. One of the stron-
gest findings in Chapter 7 is that the second genera-
tion will do better in the labor market and thus pro-
duce positive fiscal effects that offset the negative ef-
fects of their parents. However, these projections
are based on the social mobility experienced by the
U.S.-born children of immigrants who arrived in the
past, some of whom came to the United State 40 or
more years ago. One problem with this approach,
for example, is that it cannot deal with the kind of
segmented assimilation observed by some sociologists,
which indicates that a troubling high percentage of
the children born to Latino immigrants are assimilat-
ing into a rebellious/anti-intellectual minority youth
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culture. This may have serious implication for the
future social mobility of this group. Given the lack
of country-of-origin controls, it seems inadequate to
simply assume that the fiscal effects of the future gen-
erations can be predicted reliably based on the pat-
tern followed by the offspring of immigrants, pri-
marily Europeans, who entered many decades ago.

The authors are aware of the great uncertainty
in making projections about the future and they do
make some adjustments. But, by necessity they can
only be very crude. For example, the authors realize
that the average earnings and education level of re-
cent immigrants has declined significantly, relative to
that of natives, over the last 30 years. Thus, their
baseline estimates assume that the trajectory of im-
migrant earnings growth after arrival will follow that
of earlier immigrants for only the first 10 years, af-
ter which time immigrant earnings are fixed relative
to those of natives. This is a very imprecise way of
dealing with a complex problem.

It is also worth noting that the positive fiscal
estimates for immigrants and their descendants found
in Chapter 7 is dependent upon how and when the
entitlement crisis is solved. For example, alternative
estimates reported in the study indicate that if the
ratio of GDP to debt is not fixed in 2016 and instead
is allowed to rise, immigrants and their descendants
will have a net negative fiscal impact on the country.
Moreover, the positive effects are heavily dependent
on the contributions made by the descendants of im-
migrants in the distant future. As already indicated,
it takes 40 years before the net present value turns
positive. In fact, 86 percent of the positive net present
value of $80,000 occurs after the immigrant and his
dexendants have been in the United States for 50 years.

None of this is to say that the authors of
Chapter 7 are incorrect. Immigrants or perhaps their
descendants may indeed have a positive fiscal impact
in the long term. The authors make defensible as-
sumptions and arrive at plausible estimates. How-
ever, in light of the fundamental limitations in the
data as well as the great uncertainly about the future,
it is best to view the estimates in Chapter 7 as one of
many possible outcomes.

Conclusion

While there are no policy recommendations in
the NRC study, the findings in Chapters 6 and 7 indi-
cate that if we wish to increase the fiscal benefit or re-
duce the burden associated with immigration, then
greater emphasis should be placed on immigrant skills

FOR YOUR INFORMATION

A new GAO report (see Immigration
Reading page 16) examines the extent of welfare
use among U.S. citizen children of illegal im-
migrants. The report found that U.S. citizen
children living in households with an illegal im-
migrant parent accounted for $1.1 billion in
AFDC and Food Stamp use in fiscal year 1995.
California alone accounted for $720 million of
the combined benefit costs of AFDC and Food
Stamps. The report also notes that illegal immi-
grants are receiving SSI and HUD housing assis-
tance on behalf of their U.S. citizen children but
that data to determine how much are unavail-
able.

INS increased removals for FY 1997 62
percent over FY 1996, from 69,040 to 111,794.
Criminals account for 50,165 of the removals,
while 61,629 were classified as non-criminals.
Newark, New Jersey INS office increased re-
movals the most — 405 percent over FY 1996.

A September report by the Justice De-
partment Inspector General found that the INS
has no complete and reliable system to track visa
overstayers (estimated at 125,000 people annu-
ally). Although overstayers are estimated to be
41 percent of the illegal population in 1996, they
accounted for only 11.1 percent of deportable
aliens apprehended by INS investigators.

The State Department has selected 100,000
winners in this year’s diversity lottery, which
will result in 55,000 green cards (the overbooking
accounts for those who will fail to qualify or
drop out). The top ten countries are Bangladesh
with 6,075 winners followed by Ghana, Nige-
ria, Bulgaria, Sierra Leone, Romania, Ukraine,
Albania, and Russia. Notable in its absence is
Ireland (736 winners); the lottery was originally
intended as a way to legalize Irish illegal aliens.

The Binational Study on Migration es-
(Continned on page 7)
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as a criterion for admission, with fewer immigrants se-
lected based on family relationships. This would in-
crease income levels and tax contributions as well as re-
duce immigrant reliance on public services.

Adjusting immigration policy so that immi-
grants arrive during their prime working years would
also improve the fiscal balance sheet. The best way to
accomplish this would be to eliminate the very long
waiting periods that now exit in the sibling and adult
children categories. The U.S. Commission on Immi-
gration Reform has recommended doing away with
these categories of admission and this seems a wise
suggestion. Additionally, eliminating the category
for the parents of U.S. citizens would also help to

ensure that new immigrants have many working years
ahead of them when they arrive.

Unlike the press release which accompanied the
study, the chapters dealing with the fiscal effects of im-
migration ate fair-minded, identifying both positive and
negative effects from immigration. They cleatly repre-
sent an important contribution to our understanding
of the impact of immigrants on the United States.

— Steven Camarota

1 The term "net present value" refers to the total fiscal
impact (tax revenues minus expenditures) of immigrants
and/or their descendants with future dollars discounted at
an annual rate of 3 percent.

CONGRESS continued from pg 1

and religious organizations argued that the sunsetting
of 245(i) would split apart families. The other side of
the debate, led by Rep. Dana Rohrabacher, argued
that illegal immigrants shouldn’t be rewarded when
many legal immigrants have family members who wait
legally for years in their home country. Moreover,
the INS shouldn’t benefit from its own failed enforce-
ment measures by collecting $1,000 fees from illegal
immigrants.

After two temporary extensions of 245(i), a
final version was passed that would allow 245() to
sunset. The compromise passed by the Senate and
the House includes a grandfather clause which allows
illegal aliens who have petitions for legal residence
pending (estimated at a million people) as of January
14, 1998 to adjust under 245(i).

The other major immigration issue debated
by Congress was the “Nicaraguan Adjustment and
Central American Relief Act.” Under last yeat’s
IIRIRA, which strengthened deportation provisions,
most Central Americans who apply for cancellation
of removal (formerly suspension of deportation)
would likely be found ineligible. Certain members
of Congress felt that Central Americans deserve spe-
cial treatment, so an effort began to allow Central
Americans to apply for cancellation of removal un-
der the old rules. Ethnic organizations lobbied hard
to have their constituents added to the list of nation-

alities included in the bill. Haitians protested out-
side INS offices in Miami and Salvadorans and Gua-
temalans held rallies in Washington. Other ethnic
and religious lobbies managed to get “victims of com-
munism” (i.e., former Soviet bloc nationals, Eastern
Europeans and Cubans) included.

In the end, Congress granted amnesty to ille-
gal Nicaraguans and Cubans who arrived in the U.S.
before December 1, 1995. Other groups, such as Sal-
vadorans and Guatemalans who applied for asylum
on or before April 1, 1990 or are registered class mem-
bers of the settlement agreement in American Baptist
Churches v. Thornburgh (ABC), may apply for can-
cellation of removal under the more lenient pre-
IIRIRA rules. The bill also allows former Soviet bloc
nationals and Eastern Europeans who arrived prior
to January 1, 1991 and applied for asylum before
December 31, 1991 to apply for cancellation of re-
One positive
element of the law is the reduction in legal immi-
grant visas by 10,000 annually 5,000 from the un-
skilled worker category and 5,000 from the diversity
lottery until the number of illegal aliens benefitting
from the more lenient processing is offset. The bill
also applies to the spouses and minor children of the
primary applicant and is expected to allow some
800,000 illegal aliens to remain in the country.

— Robert Malloy

moval under the more lenient rules.

The Center provides past Immigration Review tables of contents, selected articles, and
links to other immigration-related websites at our own site: http://www.cis.org/cis
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Trading Visas for
Business Deals:
Bad Public Policy

By Joaquin F. Otero

n recent years, both the Congress and the Execu
Itive Branch have adopted policies which enable

U.S. trade negotiators to offer non-immigrant
visas in return for overseas business opportunities for
U.S. companies.

While it is fair that foreign business persons
be allowed to enter the United States to oversee and
manage their investments, the U.S. government needs
to retain tight control over who is allowed to enter
and remain in the country, including whether or not
such a person has a right to enter our labor market.

“ Canadian professionalsareallowed to
enter the United Sateswithout numeri-
cal limitations, labor market tests, or
procedural requirements such asavisa
or petition.”

The practice of trading immigration visas for
business opportunities restricts the ability of the presi-
dent and the Congress to administer U.S. immigra-
tion law and protect the interests of U.S. workers.
American workers have much to lose from U.S. gov-
ernment policies that permit government negotiators
to use non-immigrant visas as a bargaining chip dur-
ing discussions of trade and investment programs.

Trade agreements bind U.S immigration law

The function of the Office of the U.S. Trade
Representative is to negotiate trade and investment
agreements which promote the interests of U.S. busi-
nesses abroad. This usually involves negotiating le-
gally binding agreements that allow for the move-
ment of workers across national borders.

Unfortunately, in the haste to open up pre-
viously-closed foreign markets to U.S. businesses, U.S.
trade negotiators often conclude agreements which

FOR YOUR INFORMATION

timates that 105,000 illegal mexican workers settle
in the U.S. annually. This is 33 percent less than
the INS estimate of 154,000 a year.

The Board of Commissioners of Alamance
County, North Carolina, passed a resolution
asking the U.S. Congress and the North Caro-
lina Legislature to immediately address the prob-
lems caused by immigration-driven population
growth. The resolution also asked Congress to
consider a moratorium on immigration to slow
rising local school enrollment. North Carolina’s
high schools expect a 27 percent increase in en-
rollment over the next 10 years — second only
to California.

The Coast Guard recently intercepted the
vessel Lapas Number 3 off the coast of Baja Cali-
fornia. The cargo — 69 illegal Asian immigrants
— was presumed to be heading for the United
States. The Coast Guard’s Migrant Interdiction
Unit reported 2,194 interdictions for FY 1997
and at least 400 so far in 1998 after intercepting
an overloaded haitian vessel in November.

A special U.S. Forest Service crew has been
assigned to search for unattended fires in the
Cleveland National Forest in California. The
team which is expected to cost $178,000 for fis-
cal year 1997 has so far put out 810 illegal camp-
fires. The campfires were set by illegal immi-
grants who are being forced east into rugged tet-
rain by the success of Operation Gatekeeper.
Unfortunately, two fires spread before the special
crew could find them resulting in a 122-acre fire in
Pine Creek and a 105-acre fire in Corral Canyon.

The Chicago INS office raided Hinsdale
Farms, a food processing plant, for the second
time this year. The first raid netted 33 illegal
workers and the second one found 25 mote. The
workers were all earning more than minimum
wage. The Chicago INS office, working from
tips given by the public, conducted 66 raids and
arrested 1,300 illegal workers in FY 1997.

No. 30, Fall 1997

7



IMMIGRATION REVIEW

bind U.S. immigration law. This practice limits the
ability of policymakers to correct abuses or deficien-
cies in our immigration system.

Under the current immigration system, an
unscrupulous employer could be allowed to bring
into the United States (under the H-1B program) 20
computer programmers from

NAFTA has unintendedly created a common
labor market for professionals in North America
which allows Canadian professionals to be in direct
competition with U.S. professionals without any re-
gard for labor market implications. Because NAFTA
is a legally binding agreement, the United States could

not unilaterally impose a nu-
merical restriction or labor

India at lower wages than their
American counterparts and do
so without any effort to pro-
mote the recruitment of U.S.
workers. Many companies that
engage in this practice hide be-
hind a mountain of paperwork
and a failed regulatory policy.

“Unfortunately, in the haste to
open up previously-closed foreign
markets to U.S businesses, U.S.
trade negotiators often conclude
agreements which bind U.S im-
migration law."

market tests on NAFTA en-
tries without paying some type
of trade compensation to
Canada or Mexico.

Another example of bad pub-
lic policy in this area are the
trade NAFTA visas for Cana-

While this type of be-
havior may not be the norm,
it clearly is a violation of the spirit in which the visa
program was created. And it is a practice that is un-
fair to American workers and those businesses that
follow the rules.

Because the United States has binding com-
mitments on the movement of people under the
World Trade Organization’s General Agreement on
Trade in Services (GATS), some of the measures used
to correct these visa abuses could be considered in-
consistent with our international obligations. For
instance, if the U.S. Congress were to decide to re-
duce the numerical quota for H-1B workers from
the current 65,000 to 50,000, agreed to in the Uru-
guay Rounds, this action could be challenged by the
WTO as a violation of the provisions of GATS.
Under the agreement the quota has been bound (in-
definitely) at the 65,000 level or higher.

Similarly, the North American Free Trade
Agreement (NAFTA) provides another concrete ex-
ample of the danger of binding immigration law in
international trade agreements. The NAFTA treaty
currently provides for the temporary entry and em-
ployment of business persons from Canada and
Mexico.
the admission of Mexican professionals under NAFTA
(e.g., the numerical quota of 5,500 professionals will be
in place for up to 10 years unless the U.S. and Mexico
agree to remove it sooner.) Canadian professionals
are allowed to enter the United States without nu-
merical limitations, labor market tests, or procedural
requirements such as a visa or petition.

There are some transitional restrictions on

dian nurses. Canadian nurses

do not need visas to enter the
U.S. and there is no labor market test to determine
entries and no numerical restriction on how many
can be admitted. Shortly after the U.S./Canadian
Free Trade Agreement, the number of canadian
nurses entering the U.S. increased rapidly until the
situation stabilized somewhat in 1995. Presently,
entries of Canadian nurses run at an average of 6,000

per year.
Abuses in the Temporary Visa System

While many of the employers utilizing the
H-1B program do not misuse it, there are glaring
abuses with the visa. One notable case involved
Syntel, Inc., a computer personnel/services contrac-
tor, whose workforce was more than 80 percent H-
Syntel contracted with Ameri-

can International Group, Inc. (AIG), a large insur-

1B non-immigrants.

ance company, to provide services in the place of
nearly 250 U.S. workers, which AIG laid off. Add-
ing insult to injury, the laid-off U.S. workers were
required to train their H-1B non-immigrant replace-
ments during their last few weeks of employment.
Even more astonishing is that laying off and displac-
ing U.S. workers is permitted in the H-1B program.

What was illegal, however, was Syntel’s un-
derpayment of its Indian computer programmers by
nearly 20 percent below the wage required by law —
about $34,000 per year versus the prevailing wage rate
of more than $41,000 per year. As a result of this
case, Syntel agreed to pay nearly $78,000 in back wages
to 40 H-1B employees and take other steps to recruit
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and train U.S. workers in order to reduce its depen-
dence on an H-1B non-immigrant workforce.

Another example of H-1B visa abuse is in the
health care field and involves Rehab One, a Michi-
gan company which went into the business of pro-
viding temporary physical therapists — in this case,
exclusively H-1B workers from Poland — to health
care facilities primarily in Texas. A Department of
Labor investigator found that the company actually
paid its Polish therapists as little as $500 per month
during certain periods, though it was required to pay
a prevailing wage of as much as $2,800 per month.

During the 104th Congress (1995-96), the
Clinton Administration advocated reforms to the H-
1B program to correct these abuses but the reforms
were not enacted. Specifically, the Administration’s
proposed reforms required employers seeking access
to H-1B temporary workers to attest that:

1. they have not laid off or otherwise dis-
placed U.S. workers in the occupations for which
they seek non-immigrant workers in the periods pre-
ceding and following the employer seeking such work-
ers; and,

2. in certain circumstances, they have taken
timely and significant steps to recruit and retain U.S.
workers in these occupations.

The third proposal sought to reduce the al-
lowable period of stay under the H-1B program from
six to three years to better reflect the “temporary”
nature of the presumed employment need.

Due to intense business pressure, Congress
did not adopt those reforms.

Another visa being abused by U.S. employers
is the D-1 visa. By exploiting and misusing the limited
crewmember visa privilege (D-1 visas), domestic aitline
carriers are hiring foreign-national crews to work on
international flights in positions that traditionally have
been held by U.S.-based flight attendants.

United Airlines employs over 2,600 foreign
crew members in seven bases around the world.
American recently hired 800 to fly routes between
U.S. and Latin America. Delta and Northwest are
also involved in this practice.
hiring flight attendants from Turkey.

Carnival Airlines is

The peculiarities of the D-1 visa allows for-
eign nationals multiple entries into the United States

CAPITAL CURRENTS

On September 30 the Commission on Immi-
gration Reform issued its final report, “Becom-
ing an American: Immigration and Immigrant
Policy.” In order to better separate immigration
and immigrant policy the report urged disman-
tling the INS and distributing its functions among
the Labor, State and Justice departments.

As part of the reports immigration policy the
Commission reemphasized earlier findings that
legal immigration needs an overhaul to allow
“nuclear families” that have been separated for
years quicker unification. In order to achieve
this several other categories of family members
would have to be dropped and ultimately the
number of people admitted be reduced. The re-
port also urged stronger enforcement against il-
legal immigration and improvement of the natu-
ralization process.

The Commission’s immigrant policies focused
on educating newcomers in English and core civic
values so that immigrants can better assimilate
and share in our American values of liberty, de-
mocracy and equal opportunity. It urged
groups that lobby for high levels of immigration
to support immigrants through english, civic and
naturalization classes. The study also said Ameri-
cans need not fear that diversity will bring eth-
nic division or disunity as long as we continue to
emphasize the rights of individuals over those of
groups.

Representative Lamar Smith (R-TX) an-
nounced on November 3 that he will form the
Immigration for America Caucus. The caucus
will encourage policies that reduce illegal immi-
gration and reform legal immigration as well as
providing a forum for those with ideas and is-
sues about immigration. Rep. Smith is inviting
other members of Congress to be members.

(Continued on page 11)
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as employees of domestic aitlines, though they are
required to depart the country at least once every 29
days. However, many become de facto permanent
U.S. residents, through misuse of the D-1 visa, dis-
placing U.S. citizens find from good jobs, in their
own country, for which they are fully qualified.

America is an immigrant nation with a long,
proud tradition of inclusion and diversity, a tradi-
tion which has helped it become the world’s leading
economic power.

However, our non-immigrant visa policy was
never intended to be used as a tool to displace U.S.
workers. We should be working towards a policy
that encourages the training of U.S. workers and elimi-

nates the unfair advantages held by employers who
bypass the spirit of H-1B visas. We should not let
the few who abuse the visa system put in jeopardy
the interests of U.S. workers and the nation at large.

Joaquin Otero has a long history of involve-
He has served as Deputy Under
Secretary and Assistant Secretary-Designate for Inter-
national Labor Affairs at the U.S. Department of La-
bor . In 1991, Mr. Otero became the first Hispanic-
American elected as AFL-CIO Vice President and
Executive Conncil member prior to this (1971-1993)
he served as International Vice President for the Trans-

ment in labor issues.

portation  Communications  International — Union

(TCU).

Error Discovered in Unemployment Rate

By Vernon M. Briggs, Jr.

A widely circulated 1997 publication by the
U.S. Census Bureau contains a computational error
that shows a much lower unemployment rate for im-
migrants than was actually the case. The publication,
“The Foreign-Born Population: 1996,” is patt of the
Current Population Reports (P120-494) series. Re-
leased on April 8, 1997, its findings are widely used
by scholars, journalists, and policymakers. As this
data is only available once a year, it will not be until
Spring of 1998 that new figures will be available. Hence,
it is essential that this error be noted, as it continues to
be the source of extensive misinformation that is used
to suggest that immigrant unemployment is not pat-
ticularly significant. In fact, the opposite is the case.

In the report, the actual numerical data is
correct but the computation of the unemployment
rate is wrong. Table 1 shows the actual unemploy-
ment data for both the foreign born population and
the native born population for 1996. The error oc-

curred when the Bureau took the actual number of
native born and foreign born persons who were re-
ported to be unemployed (i.e., 6.716 million petsons
and 1.095 million persons, respectively) as a propot-
tion of the total number of persons in each popula-
tion category over age 16 (i.e., 178.343 million per-
sons and 22.378 million persons respectively). As a
consequence, the Census Bureau reported (see Table
2) the unemployment rate for the native born popu-
lation to be 3.8 percent and for the foreign born popu-
lation to be 4.9 percent for 1996 (see page 5 of the
cited Census Report).

In fact, the definition of unemployment used
by all federal government agencies and for all official
reports is based on the number of persons over age
16 who are reported as unemployed as a proportion
to the total number of persons in the labor force (i.e.,
118.025 million petsons for the native born and 14.298
million persons for the foreign born). Thus, while

Table 1
Labor Force Status of the Foreign Born Por
(Numbers in Thousands)

Total Population

Total in the Population 16 Years and

Native

Older 200,722
Total in the Entire Labor Force 132,324
Employed 124,513
Unemployed 7,811

Sonrce: U.S. Bureau of the Census
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the numerators are the same in both computations,
the denominators are quite different. The result, of
course, is that the calculated unemployment rate is
significantly different. The correct calculation (see
Table 2) shows that the unemployment rate for the
native born population was 5.7 percent while the
unemployment rate for the foreign born population
was 7.7 percent in 1996.

It is rare when the U.S. Census Bureau makes
an error of this magnitude. As the published data
has been widely used to downplay the issue of immi-
grant unemployment, it is essential that notice of this
error be widely disseminated, regardless of where one
stands on the immigration policy debate. All sides de-
pend on “truth in data” as a basis for rational discourse.

Table 2

Published Unemployment Rate and the
Corrected Unemployment Rate of the
Foreign-Born Population, 1996
Native-Born Foreign-Born

Population  Population
Reported 33 49
Unemployment Rates
Actual 5.7 7.7

Unemployment Rates

It should also be noted that there is also a
widely recognized problem of statistical undercount
of the foreign born labor force due to the problem
of illegal immigration. Hence even this corrected
unemployment rate of 7.7 percent must be recog-
nized as being an underestimate of the “real” rate.

After being alerted by this writer, officials at
the Census Bureau responsible for the preparation
of the report rechecked their calculations, and pri-
vately acknowledged the error. Unfortunately, how-
ever, there does not appear to have been any formal
acknowledgment of the mistake in any official publi-
cation. Hence, the wrong data continues to be used
by unsuspecting writers (e.g., see “Right Data” in Na-
tional Review, September 15, 1997, p. 14) and it leads to
wrong conclusions about an extremely serious issue —
the labor market effects and welfare implications of ex-
isting immigration policy.

Vernon Briggs [r. is a labor economist on the
Sfaculty of the School of Industrial and Labor Relations
at Cornell University.

CAPITAL CURRENTS

After consulting with Congress President
Clinton announced on September 30 that he is
raising the FY 1998 refugee admission number
by 5,000 to 83,000. The 83,000 is broken down
as follows: Africa 7,000; East Asia 14,000; Eu-
rope 51,000; Latin America and the Caribbean
4,000; and the Near East and South Asia 4,000.
The remaining 3,000 the President can target
at needy regions throughout FY 1998.

Franklin Raines, director of the Office of
Management and Budget announced changes in
the racial categories for the upcoming census.
The new forms will allow people of mixed back-
ground to choose more than one racial cat-
egory. It is believed this will provide a more
detailed and accurate picture of the population.
Other changes include renaming the Black cat-
egory to “Black or African American,” the
Hispanic category will now be “Hispanic or
Latino,” and Asian can choose between “Asians”
or “Native Hawaiian or other Pacific Island-
OMB rejected changing the term “Ameti-
can Indian” to “Native American.”

2

€rs

The INS has issued the requirements for af-
tidavit of support and sponsorship as required
in last years Illegal Immigration Reform and
Immigrant Responsibility Act. IIRIRA made
affidavits of support legally enforceable as well
as imposing minimum income requirements on
sponsors, support obligations, and financial
responsibilities. The new regulations take ef-
fect December 19, 1997.

The new regulations make sponsors legally
and financially responsible for any federally
means tested program the sponsored immigrant
may have used. There are just three programs
that apply: Supplemental Security Income,
Medicaid, and Temporary Assistance to Needy

(Continued on page 12)
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The Center for Immigration Studies

depends on support from individu-

als in the form of subscriptions, tax-

deductible gifts and publication sales,

which all help sustain Immigration

P/&lﬂﬂed GZ.Z/Z-ﬂg Review, CISNEWS
and other popular en-

deavors. To make your contribu-
tion, please use the enclosed reply en-
velope. Planned gifts are another
mutually beneficial way for support-
ers to assure the continuing success
of the Center. For more informa-

tion, please contact Jessica Vaughan
(202) 466-8185; center@cis.otg.

New z.‘row the Center

The centet's latest study, The Wages of
Immigration: The Effect on the Low-
Skilled Labor Market, focuses on the la-
bor market consequences of immigration.
With over 14 million immigrants hold-
ing jobs in the United States, the effects
of immigration on the U.S. labor mar-
ket is one of the most important and
hotly debated issues surrounding contem-
porary immigration policy.

The Wages of Immigration is now avail-
able for $12.00.

CAPITAL CURRENTS

The contract lasts either until the sponsored
immigrant naturalizes or has worked 40 qualify-
ing quarters (10 years). However, the 40 quar-
ters provision can include any qualifying quat-
ters worked by the sponsored immigrants par-
ents while he was under the age of 18 or by in-
cluding any quarters earned by a spouse. (See
Immigration Review, Number 28, Spring 1997,
“Immigration and Welfare: The Devil is in the
Details” p. 13).

In order to meet the requirements for
sponsorship household size needs to be deter-
mined after which it is decided whether or not
the income for that household size is at least 125%
of the poverty line. The guidelines provide three
alternative ways the sponsor can reach the 125%
level if his income does not already exceed the
mark. First, a sponsor can include the income of
individuals related by birth, marriage, or adop-
tion who have lived in the sponsot’s residence
for the previous six months. In addition, income
from dependents listed on the sponsors most re-
cent federal income tax return form can be used.
Second, if the sponsor still cannot show an in-
come of 125% of the poverty line he can include
significant available assets. This is any assets
owned by the sponsor, or any of the co-spon-
sors, that can be turned into cash within one year.
The amount of such assets must be five times the
difference between the sponsors income and the
needed 125% of the poverty line. Last, the peti-
tioner can find a co-sponsor, however, the two
incomes are not combined and the co-sponsor
also becomes legally liable.

Families.

Early estimates claim that one-third of
the foreign-born currently residing in the U.S.
will be unable to meet the new sponsorship re-
quirements.
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IMMIGRATION READING

Poverty amid Prosperity, Immigration and the Changing Face of Rural California, |. Edward Taylor, Philip L.
Martin, and Michael Fix (Urban Institute Press, Washington DC). Examines the problems facing California’s rural agricul-
tural communities due to unprecedented growth in population, poverty and public service demands primarily a result of
immigration. ISBN 0-87766-670-9

Immigration: Public Legislation and Private Bills, Bernadette Maguire (University Press of America). A review of over
600 precedent private bill cases and their impact on public policy. ISBN 0-7618-0791-8

Forbidden Workers: Illegal Chinese Immigrants and American Labor, Peter Kwong (New Press, New York). A look
at why Chinese immigrants are coming to the U.S. and the labor abuses they face once here. ISBN 1-56584-355-X

Illegal Aliens: Extent of Welfare Benefits Received on Behalf of U.S. Citizen Children, United States General
Acconnting Office. Examines to what extent and in what locations selected federal means-tested benefits are being
provided to illegal aliens for the use of their U.S. citizen children. GAO/HEHS-98-30

Skills Transfers: International Migration and Accreditation Issues, Robert R. Iredale (University of Wollongong

Press, Australia). Based on a comparative study of the skilled migration selection policies of Australia, Britain, Canada,
New Zealand and the United States. ISBN 0-86418-454-9

Migration Past, Migration Future: Germany and United States, edited by Klans |. Bade and Myron Weiner. ISBN 1-
57181-125-7 and Migrants, Refugees, and Foreign Policy: U.S. and German Policies Toward Countries of Origin,
edited by Rainer Munz and Myron Weiner. ISBN 1-57181-087-0. (Berghahn Books, Providence) The first two volumes of a

series on migration and refugees.
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