Does Immigration Reduce Wages?
Alan de Brauw

One of the most prominent issues in the 2016 presidential election was immigration. All of President Donald Trump’s policy
proposals—building the border wall, increasing enforcement along
the Mexican border, mandating E-Verify for new hires, modifying
the structure of the H-1B visa program, and others—are designed to
reduce the number of immigrants working in the United States in
order to help increase the wages of native workers.

The Immigration and Wage Debate
A decrease in the supply of immigrants can only increase native
wages if immigrants and natives are substitutes for one another; in
other words, if they compete for the same jobs. According to the
types of his policies, President Trump appears to believe that natives
and immigrants compete for both low-skilled and high-skilled jobs.
Low-skilled native workers would be helped by the wall as they
would face less competition from illegal immigrants. High-skilled
workers would face less competition from immigrants who arrive on
H-1B visas and who work in high technology jobs.
An alternative view supported by much of the academic literature
is that natives and immigrants largely take different types of jobs,
potentially because they have different comparative advantages, even
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among less educated workers. If so, then the native wage response to
a reduced supply of immigrant workers would not be large if it
existed at all. It is not difficult to find examples of occupations that
native workers do not enter, such as seasonal farm labor (Clemens
2013). However, those occupations could simply be isolated examples or potentially anecdotal.
Economists typically measure the responsiveness of wages to
immigrants using the wage elasticity of immigration—the percentage
change in wages one can expect for a given percentage change in the
quantity of immigrants. Literature on the U.S. labor market suggests
the wage elasticity of immigration is about ^0.2, meaning that if the
number of migrants were to increase by 10 percent, then wages
would fall by 2 percent, on average. However, this average masks
substantial disagreements among economists who study immigration. Some economists have found that wages do not change at all
with an increased supply of immigrants (Card 1990, Card and Peri
2016). Others, such as Harvard University economist George Borjas,
find a greater wage elasticity of immigration that is between ^0.3
and ^0.4 (Borjas 2003, Borjas and Katz 2007).
One reason for the substantial disagreement about the effects of
immigration on wages is that there are several different empirical
methods that economists use to study the wage relationship even
though there is a relatively uniform theory (Altonji and Card 1991).
Each empirical method uses a different way of measuring variation
in the quantity of immigrants to generate wage estimates. Dustmann,
Schonberg, and Stuhler (2016) summarize the three major methods
as (1) the national skill-cell approach, (2) the pure spatial approach,
and (3) a mixed approach. The national skill-cell approach uses variation in the entry of immigrants to different education-experience
groups within the national population. The pure spatial approach
uses variation in the immigrant flow across cities or regions. The
mixed approach uses variation in immigration inflows across both
education groups and regions.
Different methodologies produce different elasticities. The skillcell approach generates large estimates of the wage elasticity of
immigration (Borjas 2003, Borjas and Katz 2007, Borjas 2014).
Meanwhile, the pure spatial approach leads to estimates that vary
substantially (Card 1990, 2009; Boustan, Fishback, and Kantor
2010). Finally, the mixed approach tends to lead to smaller, negative
elasticity estimates that are not always significantly different from
474

Immigration and Wages

zero (Borjas 2006, Card and Lewis 2007, Lewis 2011). The method
used to estimate the variation in the immigrant population is vital to
producing the wage elasticity of immigration estimate. Dustmann,
Schonberg and Stuhler (2016) argue that due to the difference in
measuring variation between studies, estimates derived from the
spatial approach and the skill-cell approach are fundamentally different models, even if derived from the same underlining theory.

Testing George Borjas’s Results
Immigration restrictionists use Borjas’s results, which rely on the
national skill-cell method, to justify further diminishing legal immigration. If the wage elasticity of immigration is between ^0.3 and
^0.4, as Borjas argues, then a 10 percent increase in the number of
immigrants within a specific education-experience cell is associated
with a 3 to 4 percent decline in wages for workers within that cell.
The effect, Borjas further argues, is even larger among workers who
have less than a high school education. To the extent that poorly educated immigrants from Latin America compete with native workers,
a reduction in the number of immigrants within specific educationexperience cells would have a substantial, positive impact on the
wages of American workers with the lowest educations.
At least two standard critiques of Borjas’s estimates are based on
the assumptions in his model. The first critique is that his model’s
skill-cell approach assumes that high school dropouts and those with
a high school education are in different skill cells. Card (2009) and
Ottaviano and Peri (2012) argue that high school dropouts and graduates are actually perfect substitutes—so migrants who enter skill
cells among dropouts actually compete for jobs with a much larger
proportion of the workforce. The second critique is that his model
assumes that there is perfect substitutability between natives and
immigrants within each skill cell. There are many reasons that immigrants and natives might not be perfect substitutes even if they have
the same level of skill and education—for example, language ability
(Lewis 2013). Card and Peri (2016) find that relaxing Borjas’s
assumption of perfect substitution shows that an increased supply of
immigrant workers actually increases wages.
In a recent paper, my colleague Joe Russell and I set out to test
the validity of Borjas’s result from a different perspective (de Brauw
and Russell 2014). We use a replication method that recreates
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Borjas’s results and then tests them in two ways. First, we test
whether Borjas’s estimates change when we add more years of data.
Borjas’s initial study focused on the years 1960 to 2010. Specifically,
we add the 2010 IPUMS data from the U.S. Census and estimate the
wage elasticity using data from 1960 to 2010. The period between
1960 and 2000, studied by Borjas, was somewhat special: the share of
foreign-born laborers in the United States was at an all-time low of
5.7 percent 1960 (Figure 1). At a result of that historical anomaly, the
period between 1960 and 2000 might just reflect additional wage
responsiveness as the number of immigrants rapidly climbed. The
increase in the immigrant share of the labor force slowed between
2000 and 2010, so additional data could help reconcile Borjas’s
results with the rest of the academic literature.
First, when we add the 2010 data, Borjas’s elasticity declines from
^0.33 to ^0.22. This result is important because adding one more
Census year brings Borjas’s findings squarely in line with the rest of
the academic literature. If Borjas’s model was correct on its own,
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simply adding data from 2010 should not have affected the elasticity
estimate in the way that it did.
Second, if Borjas’s methodology is proper then it should also work
to explain the relationship between the even larger influx of women
workers into the labor force and wages that occurred from 1960 to
2010. Acemoglu, Autor, and Lyle (2004) call the climbing female
labor force participation in the United States “one of the most profound labor market transformations of the past century.” If the
assumptions behind Borjas’s model are appropriate for immigrants,
in this case, implying that within education-experience cells men and
women are perfect substitutes and that the national labor market
should be considered, then it should also be appropriate for estimating the effect on men’s wages of women entering the labor force
since 1960. To address the fact that women are more likely than men
to move in and out of the labor force, to give birth and to raise children, we adjust the average experience of women of specific ages
based on a computation by Regan and Oaxaca (2009), who measured
average differences between potential and actual work experience
among women.
When we use Borjas’s model that estimated the impacts of female
labor force entry on men’s wages, we find a statistically insignificant
relationship when we use weekly wages as the wage measure, but a
positive and statistically significant relationship when using annual
wages. This result implies that as women enter specific educationexperience cells men’s wages actually increased. These coefficients
suggest that Borjas’s method cannot be just measuring labor
demand. Thus, the perfect substitutability assumption in Borjas’s
model is violated because it requires a negative coefficient. In fact,
our estimates suggest that men and women must complement each
other within some skill cells rather than be substitutes.

Economic Implications of Immigration Restriction
Restricting immigration will not have a substantial positive impact
on native wages, at least in real terms. The question then is: What
types of alternative impacts might occur if migration was further
restricted? There are at least two further potential impacts of further
restricted immigration. First, some occupations like tomato harvesters could be automated such as they were in the late 1960s after
the end of the bracero guest worker visa program (Schmitz and
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Seckler 1970; Clemens, Lewis, and Postel 2017). Automation would
have a significant knock-on effect, but it would not raise the wages of
low-skilled native workers who are substitutable with low-skilled
immigrant workers. Second, certain types of laborers might drop out
of the labor market altogether. Using spatial variation, Cortes and
Tessada (2011) show that low-skilled immigration increases the labor
market participation of high-skilled women by allowing families more
freedom to hire child care or pay for other domestic tasks. An immigration decline could induce high-skilled women to leave the workforce as the cost of labor for such tasks would potentially rise.
Moreover, new immigration restrictions would likely have negative impacts on the economies of source countries. Personal remittances are 2.3 percent of Mexico’s GDP, 10.3 percent in Guatemala,
16.6 percent in El Salvador, and 18 percent in Honduras. Poverty in
those countries would increase substantially without those remittances and American exports to that region would also decline.
Further restricted immigration is more likely to increase poverty in
Latin America and diminish U.S. exports than increase native wages.

Conclusion
Our research produced two broad results. First, when Borjas’s
methods are extended a few years, the wage elasticity of immigration
is ^0.2 rather than ^0.3 to ^0.4. Second, Borjas’s assumption of perfect worker substitutability within cells cannot be correct as the wages
of men and women both increased as women entered the workforce
from 1960 to 2010. Empirical methods that relax the two assumptions
described above likely lead to estimates that more accurately describe
the impacts of immigration on native wages and that are either very
small or zero (Ottaviano and Peri 2012, Ortega and Verdugo 2014).
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