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An Executive Order Worth $100 Billion

The Impact of an Immigration Ban’s Announcement on Fortune 500

Firms’ Valuation
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n June 22, 2020, the then president Donald

Trump issued an executive order restrict-

ing individuals from entering the country

on a nonimmigrant work visa. According to

estimates, this executive order barred the
entrance of about 200,000 foreign workers and their de-
pendents. Unlike immigrant visas, which grant individuals
permanent residency in the United States and are primarily
granted for purposes of family reunification, nonimmigrant
visas are primarily granted in response to demand from firms
and are both employment-based and temporary. Of direct
relevance to the Fortune 500 companies that we focus on in
our research is the executive order’s ban on new H-1B and L-1
visas, both of which are used by American companies to hire
or transfer high-skilled immigrants. Almost all beneficiaries
of the H-1B visa have a college degree, and typically about
half the temporary foreign workers have completed a gradu-
ate degree. Many also work in information technology and
STEM, which accounted for more than 70 percent of all suc-
cessful visa applications in fiscal year 2012.

We study the immediate economic impact of this execu-
tive order on the largest U.S. firms by estimating the cumu-
lative average abnormal stock returns for Fortune 500 firms
in response to the policy announcement. We find that the
shock on June 22, 2020, eroded the market valuation of the
471 companies in our sample by an estimated $100 billion.
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We arrive at these conclusions by estimating the cumu-
lative average abnormal returns of Fortune 500 companies
following the executive order, based on the event study meth-
odology. Our baseline results show that in the days that fol-
lowed the executive order, the firms in our sample—known to
rely extensively on immigrant labor—lost about 0.45 percent
of their value based on abnormal stock returns. We further
find that this negative shock was common on firms regardless
of their economic activity and was much stronger for firms
that had maintained or increased their reliance on foreign
workers during the years prior to the executive order (as mea-
sured by each firm’s Labor Condition Application requests,
which proxy demand for H-1B visas).

In reporting this finding, our research contributes
novel evidence to the ongoing debate surrounding immi-
gration policy focused on attracting skilled temporary work-
ers. A number of empirical papers in the existing literature
find that skilled immigration improves firm outcomes such
as total factor productivity, production expansion, innova-
tion, foreign direct investment, and profits. Other stud-
ies present more-conservative evidence on the value of
temporary-worker programs, more specifically the H-1B visa
program, to U.S. firms. For example, Kirk Doran, Alexander
Gelber, and Adam Isen document that, for U.S. firms, win-
ning marginal H-1B visas through the H-1B lottery has insig-
nificant effects on productivity and innovation outcomes,
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such as firms’ patenting and their use of the research and
experimentation tax credit. However, they do present some
evidence that securing additional H-1B visas leads to higher
firm profitability.

Our research contributes to this active debate surround-
ing whether, and to what extent, skilled-work visas cre-
ate value for firms by examining the short-run impacts of
skilled-immigration restrictions on firms’ stock market
valuations. Our results support the hypothesis, first posited
by William Kerr and William Lincoln, that restrictions on
skilled-work visas represent a supply shock to U.S. firms. While
there may be longer-run adjustments—such as offshoring—that
US. firms can make when their access to skilled labor supply
is abruptly constrained, one would also expect a short-run

negative impact prior to any such adjustments, which is pre-
cisely what we document here. Furthermore, while the prior
literature is focused on studying the effects of the H-1B visa
policy on firm outcomes in equilibrium, we complement the
prior literature by studying the effects of a policy shock to the
H-1B visa program and how it affects market valuation of U.S.
firms in the immediate term.
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