CHAPTER ONE

THE COSTS AND BENEFITS OF IMMIGRATION

FEW ISSUES ARE MORE CONTROVERSIAL than immigration.! The flood of
illegal immigrants across U.S. borders enrages many native-born
residents who believe that immigrants compete for jobs, unfairly
draw on government benefits, and fundamentally alter the social
fabric of America. These native-borns fear that non-English-
speaking foreigners who move to the United States—legally or
illegally—and do not integrate into mainstream social and politi-
cal life are threatening to erase our culture’s distinctive character.

Part of this anxiety is rooted in ethnocentrism and group ani-
mus. People tend not to like others who look or act differently
from themselves. As Donald Kinder and Cindy Kam noted in their
recent book, ethnocentrism is common in many different societ-
ies. People divide themselves into “in-groups and out-groups,”
and these types of “us versus them” distinctions color public
opinion and make it difficult to develop balanced public policies.?

Others are concerned about immigration because they view the
material costs of open-door policies as broad-based but see the
benefits as concentrated. As researcher Gary Freeman argued, the
impact of open policies falls on disadvantaged workers who feel
their wages are depressed by newcomers and on taxpayers who
worry about a drain on public resources, while the benefits accrue
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to small groups of successful immigrants who get good jobs and
to some businesses that gain the skills of new arrivals.?

Both ideas (group animosity and unfavorable cost-benefit
ratios) make it virtually impossible for the American political
system to resolve the many conflicts involving immigration. Many
taxpayers feel that immigrants receive more benefits than they
deserve and that the social costs of undocumented arrivals are
enormous. As long as these are the prevailing citizen interpreta-
tions, immigration will remain controversial, many will favor
punitive policies, and political leaders will find it impossible to
address this topic.*

In this book, I seek to reframe the public debate over immigra-
tion policy by arguing that the benefits of immigration are much
broader than popularly imagined and the costs are more confined.
Despite legitimate fear and anxiety over illegal immigration, I
suggest that immigrants bring a “brain gain” of innovation and
creativity that outweighs real or imagined costs. Throughout the
nation’s history, immigrants have enriched economic, intellec-
tual, social, and cultural life in the United States in a number of
fundamental respects.’ The nation needs a new national narrative
on immigration that moves from themes of illegality and abuse
to innovation and enrichment. The country needs to build a new
public policy based on empirical realities, not abstract fears and
emotions.

To build a stronger case for immigration, the government
needs to make policy changes that promote the benefits of immi-
gration, while simultaneously adopting policies that reduce fears
about its social and material costs. Policymakers should expand
visa programs that bring talented and entrepreneurial foreigners
to the country.® And the government should take border and
employment security seriously to ease citizen concern about the
impact of illegal immigrants on national life. These actions will
not completely reassure those who oppose immigration based on
group animosity or economic impact. But if these policy shifts are
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adopted, they will help citizens see the virtues of in-migration and
make them less anxious about new arrivals.

A BRIEF HISTORY OF IMMIGRATION

From 1820 to 1920 nearly 30 million foreigners arrived in the
United States. Close to 400,000 immigrants arrived in 1870 alone;
ten years later that figure rose to over 450,000 and remained
high for several years.” These migrants transformed America, sup-
plying labor for the great industrialization that swept over the
country. But their presence also ignited sharp divisions over the
character and impact of foreign immigration. Indeed, many of the
current debates mirror arguments that took place more than 100
years ago.

Over the course of the twentieth century, the level of American
immigration has fluctuated considerably depending on political
and economic circumstances.® As shown in figure 1-1, in-migration
between 1860 and 2007 reached a high point of over 1.2 mil-
lion individuals in 1907, but then dropped to under 300,000 in
1917 toward the end of World War I. Levels rose again during
the 1920s but slowed to a trickle during the Great Depression of
the 1930s. In the last few years, levels rose to around 1 million
new entries each year. Today, around 13 percent of immigrants
are first-generation arrivals, while 11 percent are American-born
children of immigrants.’

Early immigrant waves in the eighteenth and nineteenth cen-
turies came largely from European stock. These initial migrations
gave us our language and people with experience in farming, busi-
ness, and trade. The Germans arrived in the 1840s and 1850s,
seeking land and fortune in the Midwestern part of the country.
They were followed by Russians, Irish, and Italians in subsequent
decades.!® With this mix of ethnic backgrounds, the image of the
“melting pot” became the prevailing metaphor of this time period.

In the mid-twentieth century, though, the main countries of
origin shifted south and east. The largest sources of immigration
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FIGURE 1-1. Number of Lawful Immigrants, 1820-2007
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Source: U.S. Dept of Homeland Security, Office of Immigration Statistics, Yearbook of Immigra-
tion Statistics, 2007 (www.dhs.gov/xlibrary/assets/statistics/yearbook/2007/table01.xls).

in recent years have been Asia, South and Central America, and
Africa. Of the 1,052,415 legal permanent residents who came to
America in 2007, 36 percent emigrated from Asia; 32 percent
entered from the Caribbean, Central America, or other parts of
North America; 11 percent migrated from Europe; 10 percent
arrived from South America; and 9 percent came from Africa. The
largest single country of origin was Mexico (14.1 percent of all
lawful immigrants), followed by China (7.3 percent), the Philip-
pines (6.9 percent), and India (6.2 percent).!!

These immigrant waves were very controversial.'> The lan-
guages, even the alphabets, of these new arrivals were unfamiliar,
and the immigrants themselves were racially and ethnically dif-
ferent from their European predecessors. In many cases their reli-
gious, cultural, and political backgrounds differed significantly,
and it was harder for them to assimilate.’® Americans did not
always accept them as fellow countrymen and women, and their
cultural distinctiveness would put the idea of a melting pot to a
fundamental test.
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The large population movements over the past decades are not
just a U.S. phenomenon. In 2008 there were an estimated 191
million “transnational immigrants” and over 30 million political
refugees around the world."* With the advent of civil wars, natu-
ral disasters, economic inequality, and relatively cheap air travel,
migration has become a growth industry. Indeed, the economies
of many developing countries rely heavily on the remittances
migrants send home to their families from their earnings abroad.
People move not only to gain better economic conditions, but
to reunite with families, seek freedom of political expression, or
escape poor personal circumstances. '’

With large numbers of people on the move, widespread migra-
tion has become one of the defining hallmarks of the contempo-
rary period. The previous era, when individuals tended to stay
close to home, is over. People’s vision of the world has broad-
ened with the advent of global media such as television and the
Internet. Those thinking about going elsewhere can see what the
alternatives are and appear to have fewer inhibitions about reset-
tling, especially when conditions in their home country are not
very favorable for economic or political reasons.

Immigration is a serious political issue in many countries
besides the United States. Comparisons of attitudes toward immi-
gration in western nations shows the United States to be about at
the midpoint in the share of residents who think immigration is a
problem. According to national surveys, the western country with
the highest percentage of citizens who feel immigration is a prob-
lem is the United Kingdom (62 percent), followed by 50 percent in
the United States, 49 percent in Germany, 47 percent in Italy, 41
percent in Poland, 38 percent in the Netherlands, and 35 percent
in France.'® The variation in public attitudes across these nations
suggests that citizen anxiety can be managed even when foreign-
ers look and act differently from native-borns. What is needed are
national policies that understand the source of public discontent
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and take actions to minimize public perceptions of immigrant
social and economic costs.

IMMIGRATION PATHWAYS

Immigrants come to the United States in three general ways. First,
they can become legal permanent residents through marriage,
extended family ties, or special skills, or as political refugees.
Using visas known as green cards, legal permanent residents are
able to live and work in the country. Of the 35 million American
immigrants in the United States, an estimated two-thirds (around
23 million) are legal permanent residents.'” Individuals with green
cards can apply for U.S. citizenship after five years and become
naturalized citizens with full rights such as voting and eligibility
for social service benefits.

The second route is through temporary work or tourism visas
or through short-term visas for student or government exchanges.
These are individuals who come to America for limited periods
of time to visit, work, attend government or academic events, or
enroll in educational institutions. Among the nation’s immigrants,
only about 3 percent (or 1 million people) enter the United States
through one of these avenues. Of them, 65,000 arrive through
the H-1B visa program for high-skilled workers and 66,000 come
through the H-2A or H-2B program for seasonal workers in agri-
culture, construction, or tourism.!® They are allowed to work in
America for three years.

The high-skilled visa program was expanded to 115,000 in
1999 and to 195,000 in 2001 but dropped back to 65,000 in
2004 when Congress did not renew the temporary increases. Crit-
ics complained that this entry program disadvantaged Ameri-
can workers and kept wages down for American scientists.'” In
2009, when the country was enduring a deep recession, Congress
voted to restrict financial firms’ use of the H-1B visa program.
Those financial firms that receiving federal bailout money had to
try to hire American workers and then document there were no
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qualified American applicants before employing foreign-borns.?°
The Obama administration has pledged tighter oversight of this
program to make sure native-born workers receive fair consider-
ation from companies hiring new, high-skilled employees.?!

The third and most controversial mechanism is illegal immi-
gration. It is estimated that one-third of all immigrants (or 11.9
million individuals) are in the United States illegally, many from
Mexico. These overall numbers are up from 5 million in 1996
and 8.4 million in 2000. The U.S. Border Patrol reports that 97
percent of illegal border crossers enter the United States through
Mexico.?? According to statistics compiled by the Border Patrol,
the number of individuals arrested for attempting to sneak over
the Mexican line has fluctuated over the past thirty years. The
number arrested was 1.7 million in the mid-1980s, 1 million in
the late 1980s, 1.6 million in 2000, and 705,000 in 2008. The
latter was the lowest number of border-crossing arrests since
675,000 were stopped in 1976. Beefed-up security and a bad
economy apparently discouraged some in-migration. Since 2006,
6,000 border patrol agents have been added along the Mexi-
can boundary and 526 miles of fence have been built to enhance
enforcement.?’

Historically, legal and illegal immigrants have clustered in bor-
der states, river ports, or coastal communities, places that were
accessible to new arrivals. The East and West Coasts, along with
areas bordering Mexico, attracted the most immigrants. Cities
such as New York, Los Angeles, San Francisco, Seattle, Boston,
Philadelphia, and Chicago had sizable immigrant populations, as
did most southwestern states.

In recent years, though, new immigrant gateway communities
have arisen. Immigration has spread from the traditional cities to
venues such as Dallas, Las Vegas, Charlotte, Phoenix, Denver,
Minneapolis, and Atlanta. In addition, immigration no longer is
an urban story but has spread to suburban areas. As Brookings
Institution scholar Audrey Singer has noted, many of these areas
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were populated predominantly by the native-born in 1970 but
now have fast-growing immigrant populations.?*

This transformation affects the politics, economy, and social
integration of immigration. The push into areas where few immi-
grants previously lived sometimes disturbs local residents and
provokes a public opinion backlash. People who live in homoge-
neous areas and are not used to people of different backgrounds
may have difficulty adjusting to the new demographic mix. They
may worry about a drain on public resources and other real or
perceived fiscal impacts arising from immigration.

These attitudes complicate political consideration of immigra-
tion reform and the ability of lawmakers to forge public policy.
Conlflict between old and new populations can be sharp. Unless
arrivals are integrated into the community, local communities can
have trouble reconciling the resulting social and political conflict.
Some cities in this situation have moved toward inclusive poli-
cies, while others have pushed for restrictive efforts. Whether new
arrivals are refugees, what their country of origin is, and how
these immigrants affect crime, housing, and local economies all
affect how native-borns feel about them.?

Some studies have found that the recent recession has slowed
the immigrant flow. Not only are fewer immigrants coming to
America, but many already in the United States are returning to
their original countries. With some developing countries enjoying
a strong economy as the United States struggles with a weak one,
immigrants appear to see fewer reasons to come to America than
previously was the case.?® Whether this development is a long- or
short-term one is unknown, but it represents an interesting diver-
gence from earlier periods of prosperity.

ECONOMIC COSTS AND BENEFITS

A number of attempts have been made to estimate immigration’s
economic costs and benefits to the United States.”” Some of the
analysis is based on perceptual research that relies on public opin-
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ion polls showing people’s impressions of costs versus benefits.
For example, when respondents were asked specifically about
jobs created and lost because of immigration, one poll found that
51 percent of those surveyed said they believe that immigrants
take jobs away from native-born workers. However, 86 percent
believe that immigrants are hard workers, and 61 percent think
immigrants create jobs and set up new businesses.?

More reliable studies use employment, wage, and other types
of economic data designed to measure the objective reality. These
projects look at the ramifications of immigration for use of gov-
ernment services, tax payments, health care utilization, Social
Security contributions, labor force participation, wage levels, and
gross domestic product (GDP).

Not surprising, given the complexity of these calculations, the
net impact of in-migration is difficult to isolate.?” The results of
these studies vary greatly depending on whether the unit analyzed
is the individual, family, or extended family. Immigrants represent
one-tenth of the overall American population, so the tremendous
variety of ages, life situations, and economic circumstances makes
modeling their impact challenging.

What one concludes about the exact fiscal impact also shifts
tremendously with assumptions regarding tax, health, educa-
tion, and pension utilization. Typically, younger immigrants with
school-age children or older immigrants who draw on health care
and pensions cost the most, while young people with no children
and middle-aged households with children past education age
but with members who do not yet require considerable health
or pension services cost the least (as is the case with native-born
Americans). To determine the actual costs and benefits of immi-
gration, then, one needs to know the age, family status, number
of children, health requirements, education needs, and pension
situation for the individuals in question plus the contributions
the individuals have made in tax, Social Security, and Medicare
payments.
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Research has found that new immigrants tend to come to
America as young workers, when they are paying taxes and not
drawing extensively on public pensions or health care. For exam-
ple, 24.6 percent of adult immigrants are aged 25 to 34 and 28.3
percent are 35 to 44 years old. Only 4.4 percent are 65 years or
older.*® From a collective standpoint, the virtue of this distribution
is that it enhances the economic benefits of immigration.’! Young
immigrants are more likely to be taxpayers than to require public
services. They also are more likely to become homeowners and to
pay property taxes.>? But the older the immigration pool, the more
likely individuals are to be beyond their prime working years and
to require expensive government health and pension benefits.

Most immigrants, legal or illegal, are not allowed to participate
in Medicaid, Supplemental Security Income, food stamps, Tempo-
rary Assistance to Needy Families, or the State Children’s Health
Insurance program. Illegal immigrants are not able to receive
any forms of welfare, public health care (except for emergency
services), or retirement benefits. Legal permanent residents must
contribute to Medicare and Social Security for at least ten years
before they can benefit from these government programs.

If born in the United States, though, children of immigrants
are American citizens and can receive government aid targeted
on the young. Research shows that three-quarters of the children
of illegal immigrants—around 4 million children—were born in
the United States and therefore are considered legal residents.’ A
new provision of the State Children’s Health Insurance Program
enacted in 2009 allows children of legal immigrants to receive
health coverage immediately, as opposed to waiting five years, as
previously had been the case.?*

Fiscal pressures, though, have led some state governments to
eliminate health coverage for legal immigrants as a way to close
budget gaps. For example, Massachusetts had some of the most
generous health coverage provisions for immigrants in the nation,
yet its fiscal 2010 budget dropped insurance for 30,000 legal

10
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immigrants who had held a green card for fewer than five years.
Public authorities justified this move mainly on fiscal grounds.?
Of course, despite particular rules, some immigrants receive
public assistance. However, studies have found that the percent-
age receiving aid is smaller than for U.S. households as a whole.
Overall, 5 percent of American households receive cash assis-
tance, compared to 1 percent for undocumented immigrants who
obtain benefits using false documents.>®
The exception to this general pattern for public service delivery
occurs with education. Under a 1982 U.S. Supreme Court deci-
sion, Plyler v. Doe, states and localities cannot deny immigrants
access to elementary or secondary education. The case involved
a 1975 Texas law that withheld education funding for children
who came to the country illegally and that allowed local schools
to deny enrollment to these pupils. On a 5 to 4 vote, the Supreme
Court ruled that this law violated the Fourteenth Amendment and
therefore was unconstitutional. Schools must educate children
whether they are legal or illegal residents of the United States.
The same logic applies to emergency health care. On the prin-
ciple than everyone deserves care, hospital emergency rooms are
supposed to treat patients no matter their legal status or their abil-
ity to pay. In reality, however, undocumented individuals tend to
get less care than citizens or legal immigrants. One California study
found that “undocumented Mexicans and other undocumented
Latinos reported less use of health care services and poorer expe-
riences with care compared with their U.S.-born counterparts.”?’
Labor force participation and tax payments represent another
area of impact. Several studies have found that immigrants pay
income, Social Security, and Medicare taxes. A National Immigra-
tion Forum and Cato Institute report estimated that immigrants
paid $162 billion annually in federal, state, and local taxes.’® A
study by the National Research Council concluded that “the aver-
age immigrant pays nearly $1,800 more in taxes than he or she
costs in benefits.”% One of the myths about illegal immigrants is

1
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that they pay no taxes. In fact, many pay taxes even when they are
ineligible to collect social service benefits. Undocumented aliens
pay sales taxes on purchases they make in the same way any
consumer would. If they own or rent housing, they pay property
taxes related to the accommodations. And it has been estimated
that “between one-half and three-quarters of undocumented
immigrants pay federal and state income taxes.”*’

Hardest to estimate is immigrants’ contribution to GDP—
the total value of all goods and services produced in the United
States. Modeling overall economic contributions is challenging
because of the complexity of the subject. But a 2007 study by
the White House Council of Economic Advisors concluded that
immigrants raised American GDP by $37 billion a year.*' It has
been estimated that immigration adds one-third of total popula-
tion growth in the United States.* Because they buy food, pay for
housing, enjoy entertainment, get hair cuts, and spend money on
a range of commercial services, there is little doubt immigrants
generate considerable economic activity.

During recessions, the greatest fear about immigration (legal
or illegal) is the “crowding-out” effect. Critics fear that foreigners
take jobs that otherwise would go to Americans or reduce wage
gains through increased job competition. Some evidence indicates
that immigrants do have negative wage effects for those native-
born Americans without a high school diploma. For these indi-
viduals, immigration caused a 1.1 percent drop in yearly wages.*
The same study found, however, that for most other workers,
immigrants complement, rather than substitute for, the efforts of
American workers. Researchers found that “90 percent of native-
born workers with at least a high-school diploma experienced
wage gains from immigration ranging from 0.7 percent to 3.4 per-
cent, depending on education.”* For those people, the crowding-
out effect is not a major problem.

Another project, conducted during the recent recession, found
no difference in the jobless rates of foreign and native-born

12
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workers. But while each had the same unemployment level, the
type of work performed differed. According to the U.S. Bureau
of Labor Statistics, foreign-born workers were more likely than
other workers to find jobs in the service industry, transportation,
or material-moving occupations.* They often take entry-level
jobs in custodial services, restaurants, or construction that are
poorly paid and not very desirable.*

For completely understandable reasons, people grow more fear-
ful about immigration during periods of rising unemployment.
Analysis undertaken by Brookings Institution researcher E. J.
Dionne demonstrates the intertwining of economic conditions
with public opinion regarding immigration. Over the past decade,
views about the desirable number of immigrants correlated highly
with the national unemployment rate. When unemployment rose,
Dionne found, more Americans thought immigration should be
cut back, and when it dropped, fewer felt that way.*’

As a long-term matter, policymakers need to pay attention to
U.S. competitiveness and the contributions immigrants make to
the economy. Immigrants spend money on goods and services,
pay taxes, and perform jobs many American citizens view as
undesirable. They also have made significant contributions to
American science and economic enterprise, particularly in the
areas of high-tech and biotech. Recent clampdowns on the num-
ber who can stay aggravate our international competitiveness
situation. Universities invest millions in training foreign students
and often provide free tuition to Ph.D. students, but upon gradu-
ation, many of them are not given any U.S. job opportunities that
would take advantage of their new skills and instead return home.
This practice robs the United States of the ability to reap the ben-
efits of its economic investment in higher education.

HIGH-TECH DEVELOPMENT

Several studies have documented the scientific and economic con-
tributions skilled immigrants have made to the high-tech and

13
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biotech industries. According to one study, 25.3 percent of the
technology and engineering businesses launched in the United
States between 1995 to 2005 had a foreign-born founder. In
California this percentage was 38.8 percent. And in Silicon Val-
ley, the center of the high-tech industry, 52.4 percent of the new
tech start-ups had a foreign-born owner. According to the study’s
count, “Immigrant-founded companies produced $52 billion in
sales and employed 450,000 workers in 2005.743

The same report found that nearly a quarter (24.2 percent)
of the international patents filed from the United States in 2006
were based on the work of foreign-borns living in America, an
increase from 7.3 percent in 1998.% Consistent with a brain-gain
hypothesis, many of these patent-holders held degrees in science,
technology, engineering, or math and were educated at Ameri-
can universities. Fifty-three percent of them received their highest
degree from a U.S. university, suggesting that there is great value
in bringing the foreign-born to America, educating them, and
keeping them here in U.S. jobs.*

Scholars Gnanaraj Chellaraj, Keith Maskus, and Aaditya Mat-
too have estimated the impact of immigration on patent applica-
tions and awards and found that international graduate students
and skilled immigrants have a positive impact on U.S. patent
generation. Their figures demonstrate that increasing “the num-
ber of foreign graduate students would raise patent applications
by 4.7 percent, university patent grants by 5.3 percent and non-
university patent grants by 6.7 percent.”>!

Indeed, most founders of high-tech companies who came to
America from abroad did so as students and then started busi-
ness careers after graduation. Many foreign students are highly
motivated individuals who would like to stay in the United States
after graduation to work, launch businesses, and develop inno-
vative ideas. They are a source of great talent and an engine for
economic development.

14
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According to the Kauffman Index of Entrepreneurial Activity,
immigrants over the past decade have displayed a high level of
entrepreneurial spirit. Between 1996 and 2008, immigrants were
twice as likely as native-borns to start new businesses. In 2008, for
example, more than 5 percent of immigrants launched a business,
compared with fewer than 3 percent of native-born individuals.>

Social scientist Annalee Saxenian traces the rise of Ameri-
ca’s high-tech boom to congressional passage of the Immigration
Act of 1965 (also known as the Hart-Celler Act). As far back as
the Johnson-Reid Immigration Act of 1924, the United States
imposed strict limits on immigration from specific countries. For
example, Taiwan and many other Asian nations were each lim-
ited to 100 immigrants a year, which placed a tight cap on Asian
scientists and engineers. The Hart-Celler Act raised those caps
exponentially, starting Asia’s brain drain by creating opportuni-
ties for foreigners with special skills to migrate to America. Later
legislation such as the Immigration and Nationality Act of 1990
expanded these opportunities by boosting visas based on techni-
cal talent.”

According to Saxenian, it is no coincidence that the high-tech
boom began when Asian scientists and engineers began to come
to the United States in large numbers. Silicon Valley started to
attract Chinese and Indian talent immediately after 1965. Based
on her research, there were 92,020 Chinese and 28,520 Indians
in the Silicon Valley workforce by 1990, and “84 percent of the
Chinese and 98 percent of the Indians were immigrants.”>* These
numbers grew even larger in the 1990s and early 2000s.

The number of foreign students admitted to American science
and engineering graduate programs also rose during this period.
With the help of federal financial aid programs and increases in
research and development funding, American universities grew
substantially and expanded the size of their Ph.D. programs. From
1960 to 2000 the raw number of international students increased
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eightfold. The share of U.S. doctorates held by foreign-born stu-
dents rose from 23 percent in 1966 to 39 percent in 2000.%

But this trend slowed after the September 11, 2001, terrorist
attacks in New York City and Washington, D.C., and the result-
ing changes in foreign student visa rules. The U.S. government
made it more difficult for foreigners to obtain student visas and
enroll in American universities. This slowdown in higher educa-
tion is worrisome because a recent national survey found that
more than two-thirds of Americans said they thought immigrants
improved U.S. culture with new ideas.’® This finding provides
perceptual support for the argument that immigrants add value,
diversity, and ideas to civic life. So too do several examples of
individual immigrants who have made substantial contributions
to American economic and cultural life.

One of these individuals is Sergey Brin, the founder of the
pathbreaking search engine firm, Google. Born in Moscow, he
moved to the United States at the age of six. His parents were
mathematicians, and he quickly developed an aptitude for math
and computer science. At Stanford University, he met classmate
Larry Page, and the two combined their respective interests in
data mining and search efficiency to form the now legendary and
highly successful company.®”

Google revolutionized computing by developing a very efficient
Internet search engine. As the web grew in size and complex-
ity, having good search features became essential to maximiz-
ing information usage. Search represented a way for people to
tame the information flow and find the material they needed.
It put people in charge of information, as opposed to the other
way around. This innovation allowed the Internet to thrive and
develop, as people turned to it for business, education, health
care, and a myriad of other information needs.

Pierre Omidyar displayed a similar ingenuity. Born in Paris in
1967 of Iranian parents, he came to America as a young child. He
earned a degree in computer science from Tufts University and
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served as a software developer for several computer companies.
After working on an Internet shopping site, he designed an online
auction service in 1995 that he called Auction Web. On this site,
people could request bids for collectibles, and items were sold
to the highest bidder. Two years later, he renamed the company
eBay and soon had over 1 million customers. By 2003 the busi-
ness had grown to 95 million registered users, had sales of over
$2 billion, and was expanding into India and China.’® Consistent
with the digital era, he empowered ordinary folks and cut out the
middle-man in business transactions, transforming commerce by
directly connecting buyers and sellers and allowing markets in
niche areas to flourish. His leadership paved the way for other
Internet companies to thrive in various niches.

Andy Grove is a leader in the areas of semiconductors and
microchips. Born in Budapest, Grove migrated to the United
States, where he founded the Intel Corporation in 1968 and made
it the leading company in the field. As microchips were made
smaller and smaller, computers became cheaper and more power-
ful. The computing era would not have thrived to the extent it did
without his leadership.*’

Jerry Wang represents another example of an immigrant
visionary. Born in Taiwan, he came to America when he was ten
years old. In college his hobby was compiling links of favorite
websites into a central service. This later formed the nucleus of
his company, Yahoo. The firm eventually became a successful
portal that offered news, entertainment, search, email, and social
networking. It is estimated that nearly 500 million people around
the world use his company’s email service.®

SOCIAL COSTS AND BENEFITS

As challenging as is the computation of immigration’s economic
and intellectual contributions, the social costs and benefits are even
harder to measure. Because they involve less tangible ramifications
than taxes, employment, government benefits, or patents, the actual
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magnitude of social contributions is more challenging to estimate.
People intuitively understand the social value that immigrants
offer—in food, arts, culture, and athletics, among other things—but
the value of these contributions is difficult to determine precisely.®!

Researchers Gianmarco Ottaviano and Giovanni Peri attempt
to evaluate the value of cultural diversity in the United States. They
ask who can deny the value of “Italian restaurants, French beauty
shops, German breweries, Belgian chocolate stores, Russian bal-
lets, Chinese markets, and Indian tea houses.” Through the global-
ization of food, culture, and artistic expression, metropolitan areas
with greater diversity show higher wages. According to Ottaviano
and Peri, American workers benefit because “a more multicultural
urban environment makes U.S.-born citizens more productive.”®

Richard Florida takes this argument one step further by sug-
gesting a correlation between geographic diversity, innovation,
and productivity. Cities that have diverse and creative residents
tend to be more pleasant and productive places in which to live, in
turn increasing innovation, home prices, the local economy, and
civic pride, he argues.®?

A 2007 Gallup Poll sought to get a handle on this subject by
asking how immigrants had affected “food, music, and the arts”
in America. Forty percent of the respondents indicated that immi-
grants had made things better, 9 percent felt they had made things
worse, and 46 percent concluded there had not been much of an
effect. Not surprisingly, there were substantial differences by race
and ethnicity. Sixty-five percent of Hispanics felt immigrants had
improved food, music, and the arts, compared with 34 percent of
African-Americans, and 37 percent of whites.**

The internationalization of arts and culture has led to an influx
of talented directors and performers from abroad. Of the sev-
enteen Hollywood directors who have received multiple Acad-
emy Awards, nine were foreign born.®* Individuals such as Salma
Hayek, Mikhail Baryshnikov, Jim Carrey, and Dan Aykroyd are
just a few examples of immigrants to the United States who have
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enriched the world of television, dancing, and film. Hayek is a
Mexican-born actress who came to America for boarding school
when she was twelve. She went on to leading roles in movies such
as Frida, Mi Vida Loca, and Wild Wild West.

Baryshnikov is the world-renowned ballet dancer who was
born in Riga, Latvia. In 1976 he defected from the Soviet Union
to the United States and performed at the American Ballet The-
atre, the New York City Ballet, and elsewhere around the world.
Carrey is a comic actor born in Canada who has appeared in a
variety of films such as Ace Ventura, The Truman Show, The
Cable Guy, The Mask, and Dumb and Dumber. Aykroyd was a
comedian and actor who also came to America from Canada. He
starred on the television show Saturday Night Live and in films
such as Ghostbusters, Blues Brothers, and 50 First Dates.

The same argument holds for sports. It is hard to imagine
contemporary American baseball without immigration. Baseball
is a sport that used to be played by white Americans, then was
integrated with African-Americans and American Hispanics, and
now is populated by athletes from Japan, the Dominican Repub-
lic, Cuba, Jamaica, and Venezuela. In recent years, 29 percent
of the players in Major League Baseball have been born outside
the United States, mainly the Dominican Republic or Venezuela.
One such star is Sammy Sosa, a leading home-run hitter from the
Dominican Republic.®

Education and philanthropy also have benefited from the con-
tributions of immigrants. One example is Vartan Gregorian, who
was born in Tabriz, Iran, of Armenian heritage. Educated in Leb-
anon, he moved to America in 1956, where he eventually served
as provost at the University of Pennsylvania, president of the New
York Public Library, president of Brown University, and president
of the Carnegie Corporation of New York, one of the leading
philanthropic foundations in America. As a leading educator,
author, and professor, he brought a strong sense of innovation to
higher education and the world of philanthropy, showing leading
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institutions how to improve the plight of the disadvantaged and
others passing through their doors.®”

A number of political leaders have came from abroad to gain
major elective or appointive positions in the United States. These
include Governor Arnold Schwarzenegger of California, Gover-
nor Jennifer Granholm of Michigan, and former Secretary of State
Madeleine Albright. Schwarzenegger is one of the most famous
immigrant politicians. He arrived in the United States from Aus-
tria speaking no English. Following a career in body-building and
Hollywood action films, Schwarzenegger was elected governor in
2003. Granholm, born in Vancouver, was educated at the Uni-
versity of California at Berkeley and Harvard Law School; she
was elected governor in 2006. Albright was born in Prague and
migrated to the United States. During the Clinton administration,
she became U.S. Ambassador to the United Nations and then the
first female secretary of state.®®

CONCLUSION

In the end, the central question for immigration policy is the bal-
ance between costs and benefits. Vivek Wadhwa and colleagues
reach a clear conclusion based on their studies. They say that
“immigrants have become a significant driving force in the cre-
ation of new businesses and intellectual property in the U.S.—and
that their contributions have increased over the past decade.”®’

In contrast to critics who worry that immigrants take American
jobs and depress American wages, considerable research suggests
that immigrants contribute to the vibrancy of American economic
development and the richness of its cultural life. They start new
businesses, patent novel ideas, and create jobs.

When one strips away the emotion and looks at the facts, the
benefits of new arrivals to American innovation and entrepreneur-
ship are abundant and easy to see. The costs immigrants impose
are not zero, but those side-effects pale in comparison to the con-
tributions arising from the immigrant brain gain.
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