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Madame Chair and members of the committee, my nar@erald Jaynes and | am Professor in the
department of economics and in the department o€#&f American Studies at Yale University. One of
my major research interests during the past deaadea half has been immigration and its effects on
race and ethnic relations and the economy. Ityigleasure to offer you my thoughts on the economic
effects of contemporary immigration in the Unitet@t8s. Today | confine my remarks to the economy
focusing on the net benefits and costs of immigragind their distribution across various socialig

As we all know, one of the more salient issues eamng this topic is the question of immigration’s
effects on the employment opportunities of natieeabworkers. For fear of providing fuel to some of
their nastier opponents in the contentious debade iommigration, many supporters of immigration and
immigrant rights are reluctant to acknowledge inmaigpns’ deleterious effects on some native
workers’ labor market prospects. My position iattlkve can acknowledge that immigration probably
hurts the employment and wages of some less edlucadizens and still conclude immigration is a net
benefit for the United States. The most methodollly sound estimates of the net effects of
immigration on the nation conclude that the Unittdtes, as a whole, benefits from contemporary
immigration. Properly measured, this conclusioransethat during a period of time reasonably long
enough to allow immigrants to adjust to their netuaions, they produce more national income than
they consume in government services.

Confusion about this issue is caused by some drafgdure to make appropriate distinctions
between immigration’s impact on specific local gamraents and groups and its impact on the whole
nation. Although benefits of immigration, suchlawer prices for consumer and producer goods and
services, greater profits and tax revenues, adorube nation as a whole, nearly all of the costs f
public services consumed by immigrants are borneaslities and specific demographic groups. As a
consequence, although immigration has positive begtefits nationwide, the net benefits to some
localities and specific interest groups can be tiega Even so, inappropriate methods of analyaiseh
led some analysts to overstate the costs of imitnigraven at the local level. In particular, asaly
that purport to measure the benefits of immigrathgncomparing taxes paid by immigrants to the cost
of public services they consume are egregiouslgrmmetent and misleading. A complete cost benefit
analysis must compare the increase in nationahi@soto immigrant costs.

On average, Americans receive positive economieftsnfrom immigration, but, at least in the
short run, residents of particular localities andmmbers of certain groups may lose. Cost benefit
analysis is only concerned with a comparison ofregate costs and benefits; who bears the costs are
not considered. But in any large-scale socialgaoization, there are inevitably winners and lasers
Economists call the welfare principle that legities cost-benefit analysis as a decision-making



criterion for social policy the Hicks CompensatiBrinciple. Stated succinctly it merely says tHat i
aggregate benefits of immigration exceed costs,gties of all society’'s winners are sufficient to
adequately compensate all society’s losers. lorthesuch payments from winners to losers would
make everyone better off. In practice, such corsagton is seldom forthcoming. Along with localgie
hosting disproportionately few immigrant residemist benefiting from the employment of many
immigrant workers, owners of capital, and most comsrs and workers gain at the expense of some
native-born workers. Workers who lose are lowlsHil poorly paid, and disproportionately minority.

Democratic concepts of justice suggest the lostadew should not override the gains of the many.
Democratic concepts of justice also demand thaiegos least advantaged members should not be
paying for the immigration benefits enjoyed by #rgire nation. A democratic society benefitingnfro
immigration and debating how to reshape its imntigrapolicies should also be discussing social
policies to compensate less-skilled workers throagmbinations of better training, relocation, and
educational opportunities. It should also be debahow the federal government should address the
unequal burdens of immigration among localities.

Labor Market Losers?

The charge that immigrants reduce the wages andogmpnt of native-born Americans is one
of the most contentious issues of the debate omgrigration and “control of the U.S. border.” Ddspi
the highly organized and publicly visible forcesiting evidence of immigrants’ devastating effeats o
native workers and especially young minority woskelnow immigrant workers affect native labor
markets remains a topic of uneasy debate amonglaptheople and economists. Some people argue
current levels of immigration are literally destimy communities because undocumented workers are
driving blue-collar wages so low a middle classndtad of living is becoming unattainable for many
working Americans. Such arguments often claimitpravorkers are particularly detrimental to the job
prospects of young African-American men lackinghhgghool diplomas. Yet, according to polls, at
least until very recently, possibly a majority om&rican citizens believe otherwise. Many Americans
are more likely to believe immigrants fill jobs thaithout them would remain vacant and that their
labor is actually accelerating economic growth erpanding overall employment.

Consistent with these polls, rigorous analyseshef éffects of immigration on less-educated
native workers suggests these effects are relgtsrebll and in any event secondary to other caokes
less educated native workers’ often dismal emplaytre&perience. As | have commented elsewhere, in
addition to an abundance of anecdotal evidence isigommigrant “takeover” of specific jobs (Jaynes,
2000:23), both common sense and straightforwarch@oa reasoning explain why some Americans
say they believe immigrants lower wages and digplaative-born workers from jobs. The common
sense behind these fears emerges from the most pasiciples of supply and demand; mass
immigration of millions of migrants looking for wiin a new country should exert a large and negativ
effect on the wage and employment opportunitiesarkers already in the country.

Recent Labor Market Experience of Young Males
Supply and demand theory is supported by the feadt the surge in immigration during the past

thirty-five years occurred simultaneously with agk drop in the inflation-adjusted wages of less-
educated American workers. The adverse trendemwthges of less educated men in particular, was



both absolute and relative to the wages of colledecated men (Jaynes, 2006). As the average
education levels of arriving immigrants declinedngiicantly after 1980, the compensation of less-
educated U.S. workers fell dramatically relative wages of the highly educated. One way to
understand the increases in earnings inequality ompare the earnings of high school and college
graduates. The earnings of full-time high schodgate men fell significantly compared to the
earnings of college graduate men of the same adgmderlying the disadvantageous change in high
school men’s relative wages were two basic tremdsle the inflation adjusted earnings of college
graduates increased significantly after the midesées, the inflation adjusted earnings of highosth
graduates at best stagnated and at times declined.

The largest reductions in earnings occurred amesg ¢ducated men and women and for all races.
During the decade and a half period encompassékebgarly 1970s and the late 1980s, the earnings of
the poorest ten percent of working men fell morantt30 percent even as the earnings of the most
affluent 40 percent held steady. To illustrate pbent, between the years 1969 and 1984 (measuring
1984 constant dollars) the mean weekly wages ofewhiale high school graduates fell from $481 to
$393; this was a reduction of 18 percent. Theifalinean weekly earnings among white male high
school dropouts was much sharper; 37 percent. pStretuctions in the already lower wages of
comparably educated African American men decimaterking conditions among young black males.
During this fifteen year period, black male highhaol graduates mean weekly wages fell 22 percent,
from $357 to $278, and for black male dropouts meaekly wages were in a period of free fall
dropping 32 percent, from $312 to $213.

Falling inflation-adjusted wages and rising earsimgequality was accompanied by increasing
male joblessness, and as any one remotely familtarthe recent socioeconomic history of the United
States knows, joblessness and low earnings wereciedly severe among young black males.
Deteriorating wage opportunities had already pitatgpd severe reductions in young black men’s
employment during the decade of the 1970s, buedilsly their labor market position deterioratedreve
further during the 1980s. Overall, the unemploytrate of black men exceeded 20 percent during the
early 1980s. At the midpoint of the eighties dexdthe average black man aged 20 to 24 who had
dropped out of high school earned only $146 perkweleen employed, unfortunately such black men
had an unemployment rate of 45%. Their high schgalduate counter-parts fared little better,
averaging earnings of $165 per week. White drapthat age earned a third more and faced half the
unemployment rate, a situation still burdensome tfogir communities. The response to these
catastrophically low wages was a marked detachraémbany young black men from legal market
employment. Thus, although in 1970, black highostlgraduates and college graduates ages 25-34 had
similar employment rates (90% versus 90.4%), byb188h school graduates had an employment rate 13
percentage points lower (66.3% versus 79.6%). diployment rate of same age black high school
dropouts during 1985 was 57.2%, more than 20 ptatsr than the college graduates. During 1978nev
the drop outs had enjoyed an employment rate of. 88% indicator of the extent to which these young
men took recourse through black and gray markek vgathat the proportion of black high school drofso
in this age group reporting no earnings more thpked, from 7% in 1970 to 23% in 1985.

More recent labor market experience of young Anagrimen has continued to bolster the claims of
critics of immigration who say immigration deteates the employment prospects of African American
males. The ten year period beginning in 1995 amting with 2005 began with a healthy upsurge in
employment and wages for the American people. -P@30, some of the earlier wage gains were lost
but wages remain higher than during the early resetA brief look at the wage experience of young
black men during this ten-year period helps expiahy criticism of immigration may be increasing
from within the African American population. Unfanately, the experience of African American men



in the age category 18 to 24 who are high schoalgates and full-time workers has probably
diminished the labor market expectations of disath@ed young black men.

While the wages of full-time working white and Lati male high school graduates rose sharply
during the economic boom between 1995 and 2000w#dges of similar black men were flat leading
many African Americans to speculate that heavyrnatmmigration during this period was indeed
deteriorating employment and wage opportunitiesofack men. See Figure 1 which also illustrates th
general deterioration in the wages of young Americeen of each group since 2000. The fact that the
wages of young Latino men overtook the wages oflainyoung black men during this period merely
flames the fires of discontent over immigration.

Figure 1: Weekly Wages of Male HS Grads Age 18-24 by
Ethnicity
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Source: Data calculated from CPS Annual Socialkecmhomic Supplement, 2006, Table PINC-04; 2001
March Supplement, Table PINC-04; 1996, Table PIN@G-0 Weekly wages of Full-time workers
calculated as annual earnings divided by 52.

Facts concerning immigration such as those jusiewsd bestow tremendous salience to
Americans’ escalating demands that Congress cantstrwall about our international southern border t
stem the tide of undocumented migrants. Somecsritif immigration go further calling for the
government to seize all illegal immigrants and depgbem. In addition, they say, documented
immigration should be severely limited and allovesdly for highly educated and skilled applicants.

Assessing the Evidence of Immigrations’ Labor MarkeEffects

One need not search hard to find disturbing evidehat recent immigrants may exert negative
effects on sectors of the U.S. labor market. Baw ltonvincing is the evidence? Social scientists
require stronger proof than mere correlation betnwaiving numbers of immigrants and deteriorating
job market conditions for natives. After all thest four decades of U.S. history have encompassed a
host of socioeconomic changes each of which offersalternative explanation for the deteriorating
economic circumstances of lower skilled workerdie Bpecifics of the alternatives make the conjectur



especially salient for young black males. No reshyotredible argument blames immigration for the
large and near steady reduction in blue-collar jobhe U.S. which began during the 1950s. Nor did
immigration cause the weakening of labor unionspmation, growth of the computerized information
economy, or deteriorating U.S. import-export batthat continue to suck up good paying jobs.

And, indeed, social scientists’ rigorous statidtiaaalyses initially stood upon its head the
common sense of straightforward supply and demaedry. Until well into the 1990s, the great
preponderance of rigorously designed and executedies of immigration’s effects on the economic
position of U.S. citizens concluded that the eSestre either ambiguous and in any case negligible
that immigrants in fact had a positive effect oa émployment and wages of natives. These resgiltis h
for both skilled and unskilled native-born workensd for women, minorities, and whites. The one
exception to the findings of no negative effectsavwecent immigrants who were found to be hurt by
those who arrived behind them.

The counterintuitive results of this research weplained in the following terms. The job skills
brought into the country by less-educated immigranere complementary to the skills of higher
educated and trained natives; therefore immigrdictsiot compete for natives’ jobs. On the contrary
the rising supply of immigrant workers ready andeab work hard for low wages is said to spur the
expansion of many existing firms and the growtmeWv firms able to profit from the low wages. The
expanding firms based on low wage immigrant labso d@ired more skilled native labor as their
revenues grew. Janitorial services, car washespaultry processing plants with growing numbers of
employees require more supervisors, clerical warkaccountants, etc. Using this literature, premos
of relaxed immigration policies argued that immigsain fact improved the working position of nagve

More Recent Analyses

Dissatisfaction with the statistical methods ugeedarly studies of the effects of immigration on
the employment opportunities of natives led to uise of different models. Using more sophisticated
statistical methods than the earlier literaturerhds, Freeman, and Katz (1992) estimated that glurin
the 1980s increased imports of goods produced leitrer-skilled labor and rising immigration of
lower-skilled labor were important contributorstte adverse turn in the weekly wages of American
high school dropouts as they compared to the weelkdges of American college graduates. These
authors estimated the "implicit" increase in th@my of lower-skilled labor within the U.S. that is
consistent with the increased volume of U.S. impartd immigrant labor supply. They estimated 30
percent to 50 percent of the decline in the re¢atieekly wage of high school dropouts between 1980
and 1988 should be attributed to increased immapmaand trade. Wilson and Jaynes (2000:22-3)
decomposed the effects of immigration on geografatior markets into separate effects of flows and
stocks of immigrant workers. Their analysis alstineated separate effects for various native-born
ethnicities and skill-education groups. They fodlmat immigration flows across geographic areasewer
a negligible factor on the declining wages and @ymplent of less educated native born workers. That
finding is consistent with the no effects findingfsearlier literature. However, they also foundttthe
size of the immigrant population within a given ardid have a modest negative affect on the
employment of less educated African Americans.

More recently, Borjas and Katz (2005) have refiresdlier methods even further and updated
analysis of the effects of Mexican immigration awl skilled workers to cover the 1990s. They
conclude that the large growth in immigration dgrithe eighties and nineties (particularly the
acceleration of low-skilled Mexican laborers) loegithe wages of native-born high school dropouts by



about 8 percent and exerted a modest influenceidiening overall wage inequality within the U.S
(2005: 37-38,Table 11, p. 63).

Special Labor Markets

Despite the relatively modest affects on nativeages in the U.S. overall, there are obviously some
job markets where immigrants exert significantuefices on natives’ job prospects. Meatpackirg is
salient example of an industry where case studyiges strong evidence that low-wage undocumented
immigrant workers have displaced native-born wakerAlways an especially dirty, physically
demanding, and often dangerous occupation meatpagibs have historically attracted only the least
educated members of the workforce. The industsytyyaically offered employment to large numbers of
African Americans. Today immigrants dominate jobsmeatpacking and the undocumented are a
significant force. During the late nineties, thentigration and Naturalization Service estimated tha
undocumented workers composed 25% of the labor @atpacking plants in lowa and Nebraska.
During the past two decades, immigrant labor hasecto dominate the poultry industry in the southern
states. In these earliest years of thé 2éntury, Latino immigrants are about three-fourttisthe
workers in the poultry plants located in northwadtansas, the vast majority of the remaining wosker
are from Southeast Asia and the Marshall Islariistive-born workers are now rare.

Through the 1970s and into the eighties, largertrpaaking firms were heavily unionized with
nearly one-half (46%) of the industry’s workersamzed. The larger unionized plants paid a wage
premium and during 1982 the base wage rate ofattges$t union was $10.69 per hour ($22.33 per hour
in terms of 2006 inflation adjusted prices). Rapminigration of workers from Southeast Asia, Mexico
and Central America during the 1980s coincided Miim demands that workers accept wage cuts.
Extremely turbulent employer-union relations innmer of strikes and corporate attacks on unions
characterized the 1980s. During the period 1985 liere were 158 work stoppages involving some
40 thousand workers in cattle and hog plants. 8/71the union percentage of the work force haah bee
cut to 21% and wages were down to the $8 to $9eramgnion and nonunion plants. A sharp decrease
in workers’ health and safety accompanied the pe#aof the unions. Even though the meatpacking
industry already had the highest rates of occupatimjuries and iliness of all U.S. industry, dwtob
illness and injury rates peaked in 1991 at 45.518€ workers. Jobs in the industry deteriorated s
badly that only the steady influx of cheap immidréabor compensated for the extraordinarily high
turnover rates reaching as high as 100 percentadlgrat some plants during the 1990s. Under these
conditions, it is true that meatpacking plants hdifculties attracting native workers (Macdonaét,
al, 1999:15-16). It is no wonder then, that mamyployers of less educated labor say they prefer
immigrants over native born workers of any ethgicifThe immigrants, employers say, "show up on
time’ and “get along with the boss,” a metaphor dor what they are told with out complaining no
matter how distasteful it may be.

Further Policy Directions

What are the policy implications of findings thaiskill immigrants lower the employment
opportunities of some less educated native workéfrfe United States allocates much larger resssir
to border security to significantly reduce the nembf undocumented workers while also tightening
legal channels of immigration, would the reductionmmigrant workers result in more and higher pay
jobs for American citizens? The easy answer istti@reduced labor supply would indeed raise wages
and allow more employment of the native-born. Heeveas with any question of economic effects, the



demand side of the equation must also be considerethdocumented workers with few legal
protections take jobs for lower pay and do themeundore undesirable working conditions. Such
immigrant workers really lower employers’ costs.aké away the immigrants and the resulting
increasing wages with less pliable work forces \Wilver business profits. Where possible, a greater
proportion of jobs will be outsourced. Some of there marginal businesses that will have to pay
higher wages to workers who are not as productiMenat survive and the demand for less educated
workers will likely decrease. The net effect igtthvages and employment of native-born workers will
likely rise, but not nearly as much as a simple ganson of raw numbers suggests.

Low-wage labor conditions unbecoming an afflueninderatic society exist because in the
present climate of migrant bashing there is litlgoport for social and political action saying det’
protect illegal workers. But this is short sightedtimately, if working conditions are allowed to
deteriorate to levels where migrants are exploiggdiabor with whom the migrants compete become
exploited as well. This is true even if nativespmitation materializes in the form of joblessnessl
poverty. The terms of the debate must be chargeadiesire to protect the integrity of the natidois-
wage labor markets and the citizens working in tHesm conditions inconsistent with standards of
living and values of justice in affluent represéiv@ademocracies.

It is crucial that the nation adopts social pobcigesigned to protect the rights and living
standards of all low wage workers. Such policieschnot require draconian migration polices that ba
immigrants. Indeed, the worldwide globalization rofrkets ensures such migration will continue.
However, migration must be better regulated to enswmbers consistent with work conditions
appropriate to the living standards in host coestriwages consistent with standards of decenayéor
least remunerated workers will need to be suppdoyeal program of explicit policies and reforms:

* minimum wage laws covering all workers
* enhancement of earnings by expanding the curremteBancome Tax Credit system to
all citizen households who work fulltime

* Documented immigrant workers must be guaranteesbredole paths to citizenship

» Protection of low wage markets through strongeoer@ment of existing laws against
undocumented migration

* To ensure labor conditions remain consistent waitiad values in an affluent democratic
society, immigrants workers (guest workers) musfrée to change employers

There are costs to instituting these policies.erfployment conditions and compensation are
increased enough to attract citizen workers, engkdyprofits will fall, and prices of some servicasd
products will rise. This will necessarily raiseastgy opposition to these policies from obvious tjocai
constituencies. The simple fact that high migratad poor low skilled workers into more affluent
geographic regions raise the profits of employdrdess-educated workers explains why employers
continue to clamor for more migrants and guest wgKdocumented or not). In so far as middle class
households employ such labor to clean houses, dapds do repair work or consume products and
services priced lower because of the cheap labarda spectrum of middle class and affluent citezen
gain economically from migration. Other interestyps demand an end to all immigration claiming the
migrants are devastating the employment prospégtsung less educated native workers and depriving
poor unassimilated minorities the opportunity tarkvithemselves into the lower middle class.



Summarizing my testimony, the evidence supporttmelusion that from an economic standpoint
immigration’s broader benefits to the nation outyleits costs. An assessment of the effects of
immigration on the employment prospects of lesscathd native born workers is that the effect is
negative but modest, and probably is significansame specific industries and geographic locations.
Important examples are meat packing in severalsapéahe south and midwest and certain types of
construction work throughout the nation. Howeweis just as likely that the relative importanddess
educated young native worker’'s job losses due & dbmpetition of immigrants is swamped by a
constellation of other factors diminishing theiroeomic status. A significant minority of our most
disadvantaged young people persist in low educaltiachievement, dropping out of high school, and
engaging in negative behaviors such as criminaligct Substantial improvement of the economic
status of disadvantaged young people will requoesierable change in their social status on many
other dimensions.
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