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Message from BPC’s
Immigration Task Force

Immigration is a national imperative for the United States. New immigrants to our shores
keep the American labor force large and growing. An expanding labor force, in turn, results
in greater demand for goods and services and a more robust economy. Strong and
sustained economic growth enables the United States to more effectively maintain our
global influence and political, military, and economic preeminence.

As outlined in this paper, Immigration: America’s Demographic Edge, many of today’s
developed countries have populations that are either stagnant or shrinking while their
percentage of seniors is growing. Population stagnation reduces the supply of younger
people entering the workforce, which threatens the ability of these countries to maintain the
size of their labor force, promote economic growth, and encourage consumer demand.
Especially at risk are social insurance and retirement systems, which rely on young workers
to support retirees, including the U.S. Social Security and Medicare programs.

In the United States, immigration can be the foundation upon which our aging population is
supported and an important means of improving the long-term U.S. budget and fiscal
outlook. Most immigrants to the United States are younger than the native-born population.
In fact, 95 percent of immigrants are younger than 65 at the time they enter the country.
Projections show that without immigration, the U.S. population would age more quickly and
stop growing by mid-century.

Immigration also has significant implications for America’s strategic position in the world.
Today, U.S. global influence is greatly enhanced by our status as the world’s largest
economy and most advanced military. Moving forward, if the United States were to
experience slower economic growth, less rapid innovation, or a decline in the service-age
population, these advantages could decrease or even disappear. By improving America’s
demographic future, immigration serves as an essential power asset.

Unlike many other developed countries, the United States has a long tradition of being open
to immigrants. Immigration is part of our nation’s cultural DNA. This orientation in favor of
immigration is a tremendous advantage for the United States as we seek to strengthen our
own economy and compete on the global stage. Looking ahead, the United States needs
policies in place that effectively integrate immigrants into society so that they can fully
realize their potential and benefit our economy to the maximum extent possible.

Countries without rich immigrant traditions can generally expect a bleaker demographic
future. Potential rivals like Russia and China are both in the midst of dramatic demographic
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transformations. Russia has experienced a decades-long decline in its population and
appears to be on track for just a modest increase in 2013. China recently announced a
liberalization of its “one-child” policy, largely out of a deep concern that its working-age
population will soon be unable to support its burgeoning numbers of senior citizens. U.S.
allies in Europe and Asia (most notably Japan) continue to struggle with population
stagnation and even decline, with significant implications for the balance of power in the
world.

America’s ability to attract immigrants helped the United States become history’s greatest
mobilizer of human potential. Moving forward, immigration will remain critical to economic
prosperity and integral to our national security. The nations that most effectively harness
the energies of youthful, productive, and creative workers will emerge as the world’s most
powerful and influential states. Facing significant demographic challenges, it is as important
as ever that the United States craft a sound, forward-looking immigration system that
serves the national interest. The BPC Immigration Task Force remains committed to finding
common ground and achieving this goal.
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Executive Summary

Many nations, especially those with advanced economies, face significant demographic
challenges. Due primarily to declining fertility rates, the populations of these countries are
stagnating and, in some cases, even shrinking. In addition, most developed countries are
“graying,” with seniors accounting for an increasingly larger share of their overall
populations.

In the coming decades, these demographic trends will only accelerate, straining the
already-tested economic and social systems of the developed world. As increasing numbers
of elderly people exit the workforce, slower population growth leaves fewer young workers
to take the jobs they vacate. This makes it difficult to maintain the size of the labor force,
which in turn limits the economy’s growth potential and strains social insurance programs
that count on workers to support retirees.

The United States faces these same challenges, but thanks to immigration trends, has a
healthier demographic outlook than most other advanced economies. Immigrants help
improve the U.S. demographic outlook by (1) coming in large numbers (about one million
legally per year) and (2) having children at nearly a 50 percent higher rate than people who
are not immigrants.

These factors, net migration and natural increase, are the two main determinants of every
country’s population growth. The U.S. Census Bureau (Census) expects migration to
overtake natural increase as the leading contributor to U.S. population growth between
2027 and 2038. When the children of immigrants are included, immigration already
accounts for the majority of U.S. population growth. United Nations (U.N.) and Census
projections show that without immigrants, the U.S. population would stop growing between
2040 and 2050.

Because they are relatively young and have children at high rates, immigrants also slow the
rate of aging. Between 2003 and 2012, nearly 95 percent of immigrants were 64 or younger
when admitted to the United States. U.N. projections show that immigration will slow the
rate of aging in the United States by about 30 percent over the next five decades, as
measured by the number of retirement-age people per 100 working-age people.

Immigrants’ contributions translate into significant advantages for the United States. For
example, the U.N. projects that the U.S. population will grow by 0.63 percent per year
between 2010 and 2050, compared with 0.34 percent for countries within the Organization
for Economic Co-operation and Development (OECD) and 0.12 percent for countries it
classifies as "more-developed.” The United States also has a lower ratio of retirement-age
to working-age people (Yold age support ratio”) than most other developed countries, and in
2050, the U.N. projects that only three OECD countries (Turkey, Israel, and Mexico) will
have lower ratios than the United States.
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A healthier demographic outlook will help the United States sustain economic growth,
improve its fiscal outlook, and maintain its strategic position in global affairs. Immigrants
keep the U.S. population and labor force growing, which promotes economic vitality—
without more workers to produce goods and services, economic growth becomes
significantly more challenging. BPC’s October 2013 study concludes that increasing legal
immigration would increase gross domestic product (GDP) and decrease the federal budget
deficit. Entitlement programs especially benefit from immigration. Immigrants contributed
an annual net surplus of $13.8 billion to Medicare from 2002 to 2009, and Social Security
Administration projections show that immigration reduces long-term actuarial deficits. On
the international stage, these domestic advantages add up to an important power asset:
countries with larger economies and less-constrained budgets have an easier time
projecting economic power and influencing world events.

The ability to attract immigrants and integrate them effectively places the United States in a
strong position at home and abroad. Developing a sound, forward-looking immigration
system will be critical to maintaining U.S. competitiveness.
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nfroduction:
Demographic
Challenges

Developed countries like the United States are aging rapidly, and many face population
stagnation or decline. This “demographic transition” is one of the defining fiscal and
economic challenges of our time. With more elderly people exiting the workforce and fewer
young people available to fill the jobs they leave behind, developed countries are finding it
difficult to maintain the size of their labor forces. This reduces their ability to grow and
compete economically. On the fiscal side, demographic trends place considerable strain on
social insurance and retirement systems, which rely on young workers to support retirees.
The implications of these trends stretch into international affairs. Countries with weaker
economies, smaller populations, and more heavily constrained budgets have a more difficult
time projecting influence on the world stage.

Immigrants can help mitigate these demographic challenges. When admitted in sufficient
numbers, immigration can reverse population decline, especially in cases where immigrants
are also more fertile than the native-born population. In Europe and the United States,
immigrants slow the rate of population aging, because they tend to be younger than the
population at large. As this paper will show, immigration gives the United States a
significant demographic edge. America’s history of being generous to immigrants is an
essential reason why the U.N. projects that over the coming century, U.S. population
growth will significantly outperform that of other developed countries (Figure 1).

Worldwide population growth has been slowing for decades and will slow further over the
next century (Figure 2). According to the U.N., the global population increased nearly 2
percent annually between 1950 and 1980, and 1.5 percent per year between 1980 and
2010, but it is projected to grow about 0.8 percent per year between 2010 and 2050. In
more-developed countries, where fertility rates are lower, population growth is expected to
fall more sharply—from about 1 percent annually between 1950 and 1980 to just 0.12
percent per year between 2010 and 2050.
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Figure 1. Actual and projected population relative to 2000
population, 2000-2100.1
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The world population will also age substantially in the years ahead, with more-developed
countries leading the way. The U.N. projects that between 2010 and 2050, the percentage
of people over 65 in more-developed countries will increase from 16.1 percent to 25.8
percent (Table A-1). Between 2010 and 2050, the world’s old age support ratio—the
number of retirement-age people (65 and over) per 100 working-age people (20-64)—is
projected to double (Figure 3).

At the root of these trends is a drop in global fertility. Between 1950-1955 and 2005-2010,
total fertility rates fell all around the world—by 41 percent in developed countries and 49
percent worldwide (Figure 4). Fertility rates fell substantially over the past century,
particularly in more-developed countries. Overall, 81 of 197 countries or regions for which
the World Bank had data were below the “replacement rate” of 2.1 births per woman in
2011, meaning that these countries were not having children quickly enough to sustain the
population.?

As aging accelerates and population growth slows over the coming decades, countries that
can sustain the size of their labor forces will have a competitive advantage in both the
economic and diplomatic spheres. For the United States, continuing to attract and welcome
immigrants will be critical to maintaining its demographic advantage.
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Figure 2. Actual and projected
population growth rates,
1950-2100.3
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Figure 4. Five-year total fertility rates, 1950-2010.°
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The Role of U.S.
Immigration

All developed countries face considerable demographic challenges, but the United States
can expect healthier population growth and slower aging than other developed countries.
The U.N. projects that the U.S. population will grow 0.63 percent annually between 2010
and 2050—more than five times faster than the overall rate for developed countries (Figure
2). The U.S. population is also projected to age more slowly. Its 2050 old age support ratio
is projected to be about one-fourth lower (younger) than the overall ratios for developed
nations and the OECD (Figure 3).

Immigration is an important reason why the United States can anticipate less severe
demographic challenges than most other developed countries. Historically, the United States
has tended toward more generous immigration policies than many other countries,
admitting immigrants in larger numbers and integrating them more effectively. This
approach to immigration has helped the United States maintain a younger population and a
higher fertility rate. Moving forward, the United States can expect to maintain its
demographic advantage—provided that America retains its historic edge in attracting
immigrants, integrating them, and allowing them to reach their full economic potential.

Population growth. Every nation’s rate of population growth has two main components:
net international migration (immigrants minus emigrants) and natural increase (births and
deaths).® Immigration helps the United States outpace other countries on both components.

Immigrants accelerate the U.S. rate of natural population increase. Pew Research Center
statistics reveal that in 2010, immigrants constituted 13 percent of the U.S. population but
were responsible for 23 percent of all births. Immigrants gave birth to 87.8 children per
1,000 women aged 15 to 44 in 2010, nearly 50 percent higher than the non-immigrant rate
of 58.9.” High immigrant fertility helped the United States rank sixth among OECD nations
in 2005-2010 (Figure 5). During that period, the U.S. total fertility rate (2.06 per woman)
was 24 percent higher than the overall rate for developed countries (1.66 per woman)
(Table A-1).
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Figure 5. Total fertility rate for OECD countries, 2005-2010.2
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The United States also has an advantage on the other key component of population growth,
net migration. During every half-decade between 1965-1970 and 2005-2010, the United
States had more net international migrants than any other country in the world.® For 2005-
2010, the U.S. net international migration rate (3.42 per 1,000 population) was 20.7
percent higher than the overall rate for developed countries (Table A-1). Historically, the
United States has had a greater advantage—for every half-decade between 1950-1955 and
1995-2000, the U.S. net migration rate was at least 70 percent higher.'® For most half-
decades, the U.S. net international migration rate was more than double the developed
countries’ rate.

These two factors make immigrants and their children vital to U.S. population growth. The
Census Bureau predicted in May 2013 that net international migration will become the
leading cause of U.S. population growth between 2027 and 2038.*! When the children of
immigrants are included, their role in sustaining population growth becomes more
pronounced. Between 2000 and 2013, 57 percent of the population growth that took place
in the United States was among immigrants or the children of immigrants.'? In 2008, the
Pew Research Center estimated that immigrants and their descendants will account for 82
percent of total U.S. population growth between 2005 and 2050.*3

Without immigration, the U.S. population would stop growing within a few decades. In
2009, the Census Bureau projected that with zero net international migration, the U.S.
population would begin to shrink by 2049.'* Similarly, the U.N. projects that the U.S.
population would plateau around the year 2040 without immigration (Figure 6). Between
2010 and 2050, the U.S. population is projected to grow 0.63 percent per year, versus 0.24
percent without immigration.*”
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Figure 6. Projected U.S. population with and without migration,
2010-2100.%°
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Aging. Compared with other developed countries, the United States has experienced
relatively slow aging. A useful metric for aging is the “old age support ratio,” defined here
as the number of retirement-age individuals (65 or older) for every 100 working-age
individuals (20-64). America’s 2010 old age support ratio was 21.8, versus 26.2 in all
developed countries and 24.5 in the OECD.

Due in large part to immigrants and their high rates of fertility, the United States can expect
its population to age more slowly than comparable countries over the next 40 years. While
other developed countries and the OECD should anticipate their old age support ratios to
rise to 49.0 and 48.5 in 2050, respectively, the United States can expect its ratio to
increase to just 39.5 (Figure 4). Among the 34 OECD countries, the United States is
projected to have the fourth-lowest old age support ratio and the fourth-lowest population
share over 65 in 2050, trailing only Israel, Turkey, and Mexico on both metrics (Figure 7).
While these figures represent a dramatic increase in old age dependence for the United
States, they compare favorably to other developed countries whose populations are aging
more rapidly.
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Immigration improves the aging picture in the
United States through the same two ways it
increases population: by boosting fertility and
by annually adding young, working-age people
to the population. On average, between 2003
and 2012, newly admitted immigrants were
both younger and more likely to be of working
age than non-immigrants (Figure 8). Just 5.1
percent were 65 or older, compared with 13.3
percent of the U.S-born population.

Each year’s wave of immigrants makes the
United States younger. Based on Figure 8's
data, the overall immigrant population’s old
age support ratio was 16.4 in 2011. This ratio
would have ranked fourth-lowest among OECD
countries in 2010, behind only Chile, Israel,
and Turkey (Figure 7). The non-immigrant ratio
of 23.3 would fall in the middle of the pack. As
past immigrants age, newly admitted
immigrants keep the overall foreign-born
population relatively young—among newly
admitted immigrants between 2003 and 2012,
the annual average old age support ratio was
just 7.2.Y

Figure 7. Old age support
ratios for OECD countries,
2010 and projected 2050.%
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Moving forward, immigrants will make the U.S. population younger than it would have been
otherwise. Between 2010 and 2060, the U.N. projects that the U.S. old age support ratio
will increase 92 percent to 41.8 (Figure 9). Without migration, that ratio would more than
double, rising 119 percent to 47.8 by 2060. This means that the number of elderly people
per 100 working-age people would increase 30 percent more quickly without immigration.*®

Figure 8. Age distribution of immigrants and U.S.-born citizens.
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Figure 9. Projected U.S. old age support ratio with and without
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Infernational Context

The United States faces challenges related to aging and population growth, but other
developed nations are in a more difficult position. Throughout the developed world,
population growth is slowing or stagnating even as aging accelerates. The demographic
picture in several European and Asian nations illustrates the important role that immigration
can play in sustaining healthy population growth and reducing the pace of aging.

Europe has long been the poster child for demographic challenges. In the 27 European
Union member states (EU-27), migration overtook natural increase as the leading cause of
population growth in 1992.%* In fact, Eurostat projects that immigration will be responsible
for all EU-27 population growth over the coming decades (Figure 10). Without immigration,
the EU-27 population would begin to decline between 2015 and 2020.

Figure 10. Projected EU-27 population with and without
migration, 2010-2060.%°
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Immigration also improves Europe’s aging picture. Based on Eurostat’s population
projections, the EU-27 can expect its old age support ratio to increase by 103 percent
between 2010 and 2060, rising to 57.69 (Figure 11). Without migration, the ratio was
projected to increase by 137 percent, reaching 67.15 by 2060.
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Figure 11. Projected old age support ratio for EU-27 with and
without migration, 2010-2060.%°
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Not all European nations face the same demographic trends. The United Kingdom’s net
migration rate was relatively high in 2005-2010 (Figure 12), resulting in relatively healthy
population and aging projections (Figure 13, Table A-1). Immigration is essential to this
relatively healthy outlook. Without immigration, Eurostat projects that the U.K.’s 2010-
2060 population growth rate would fall by 0.48 percent (Table A-2). In its 2013 Fiscal
Sustainability Report, the U.K.’s Office of Budget Responsibility found that increasing
immigration would boost GDP over every ten-year period from 2013-2023 to 2053-2063.%’
The report’s baseline scenario projected a debt-to-GDP ratio of 99 percent in 2063, but a
“zero gross migration” scenario projected a ratio of 174 percent. The Fiscal Sustainability
Report and a recent report from the Migration Observatory at Oxford University each
showed that immigration sustains population levels and slows aging.®®

Germany stands in contrast to the United Kingdom. Its poor track record of integrating
immigrants has been a key contributor to its present demographic crisis.?® The U.N. projects
that 2100 will see the German population contract to 85 percent of its 2000 level (Figure
13). This decline would be sharper without immigration. Eurostat projects annual population
decline of 0.42 percent between 2010 and 2060, compared with 0.68 percent without
migration (Table A-2). Germany is now looking to immigration as a way to avert
demographic decline. At a May 2013 conference on German demographic challenges,
Chancellor Angela Merkel stressed the need to “do more to be open to immigration.”*°

With fertility rates comparable to those found in Germany and Japan (Figure 12), Italy and
Spain have sometimes been held up as examples of countries facing severe demographic
challenges. However, each nation dramatically increased immigration in the 2000s, more
than doubling their net migration rates.>* Although their projected rates of population
growth still lag behind higher-fertility nations like France, the United Kingdom, and the
United States, Italy and Spain can look forward to a brighter demographic future than other
countries with similarly low fertility (Figures 12 and 13)—provided that they maintain high
levels of net migration. Spain, however, has seen an immigrant exodus in response to its
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recent economic crisis. This exodus caused the nation’s first population decline since official
records began in the 1850s.3? If Spain cannot restore net migration to its 2000-2010 levels,
its projected population will decline as well. Eurostat projects that, without migration,
Spain’s expected population growth rate from 2010 to 2060 would fall from 0.26 percent to
-0.40 percent (Table A-2).

Russia’s demographic outlook provides another cautionary tale. Its fertility rate plummeted
after the Soviet Union’s collapse, bottoming out at 1.17 children per woman in 1999.33 Since
that time, its fertility rate has improved, thanks in large part to immigrants. Ethnic Russians
are among the least-fertile ethnicities in the country, and a growing Muslim population is
having children at a 50 percent higher rate than Russians overall.>* Over the 1990 to 2010
period, when Russia’s population declined more than 3 percent, the Russian government
reports that immigration “offset more than half of the natural decline in population.”®
Russia will remain dependent on immigration moving forward. Based on U.N. projections,
Russia’s expected population growth rate from 2010 to 2050 would fall from -0.43 percent
to -0.57 percent without immigration.>®

Figure 12. Total fertility rate and net international migration rate,
2005-2010.%7
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In Asia, low fertility and immigration rates now threaten the demographic future of some of
the continent’s most prominent economies. In fact, as of 2009, 57 percent of the world
population living below replacement fertility lived in Asia.®® China has long been a powerful
engine of economic growth, and some expect its GDP to grow larger than that of the United
States in the next several decades. However, the nation’s population policies and low-
immigration rates may hold back future growth. With a fertility rate well below replacement
levels and a negative rate of international migration (Figure 12), China’s population is
projected to decline over the coming decades (Table A-1). By 2050, the share of its
population over age 65 is projected to nearly triple to 24 percent (Table A-1). According to
Citigroup economists Nathan Sheets and Robert A. Sockin, the aging of China’s population
could reduce its rate of economic growth by as much 3 percentage points.® In an effort to
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offset its looming demographic decline, the Chinese Communist Party recently announced a
relaxation of its longstanding “one-child” policy.*°

Figure 13. Actual and projected population relative to 2000
population, 2000-2100.**
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Japan’s low fertility and immigration rates caused its population to decline between 2011
and 2012, a trend that is projected to continue over the coming decades. Between 2010 and
2050, the U.N. projects Japanese population contraction of 0.38 percent per year (Table A-
1). By 2100, its population is projected to reach just 73 percent of its 2000 level (Figure
13). Japan can expect its 2050 old age support ratio to double that of the United States
(Table A-1). Demographic trends are taking their toll on the Japanese economy. A May 2012
paper from the Bank of Japan estimated that between 1992 and 2006, aging caused a 1.8
percent decrease in real GDP and a 0.3 to 0.4 percent increase in unemployment.*?

South Korea developed rapidly after the Korean War. Since 1955, however, its total fertility
rate has dropped even more precipitously than that of China or Japan—from 6.33 per
woman during 1955-1960 to 1.23 during 2005-2010 (Figure 14). Additionally, South Korea
has one of the world’s most restrictive immigration policies.* As a result, the U.N. predicts
that South Korea will experience a steeper demographic decline than its Asian peers.
Between 2010 and 2050, the U.N. projects that South Korea’s population will age more
quickly than China or Japan (Table A-1). South Korea was the fourth-youngest OECD
country in 2010, but it is projected to be the third-oldest by 2050 (Figure 7).
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Figure 14. Historical five-year total fertility rates, 1950-1955 to
2005-2010.%
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Implications for
Economic Growth, Public
Finances, and National
Security

Immigration’s ability to sustain population growth and counteract aging trends has
significant economic and fiscal implications. Immigrants can help grow the economy, reduce
deficits, and support public benefit programs like Medicare and Social Security. In turn,
immigration’s fiscal and economic benefits have the potential to reverberate into global
affairs.

Macroeconomists generally accept that two fundamental components determine economic
output: (1) the number of workers, measured by the size of the labor force, and (2) output
per worker, which is based on the productive technology in the economy. All else being
equal, increasing either factor makes the economy larger. Although immigration has
important implications for the second factor—for example, the effect of immigrants on
innovation and entrepreneurship—demographic trends primarily affect the first factor. When
population growth provides enough young people to replace elderly people who are leaving
the workforce, the labor force can expand. Conversely, countries with rapidly aging
populations and little or no population growth may not have an adequate supply of workers.

A healthy level of population and labor force expansion contributes to both the supply and
demand sides of economic growth. On the supply side, a larger labor force means that more
workers are available to produce goods and services, increasing the economy’s growth
potential. Just as significantly, a healthy level of population growth and labor force
expansion creates additional demand: when more people live in a country, earning
paychecks and purchasing goods, a larger market exists for businesses to sell their
products. On the opposite end of the spectrum, countries with aging, stagnant, or shrinking
populations have trouble maintaining the size of their labor force and consumer populations.
With fewer workers available to produce goods and fewer consumers available to buy them,
economic growth is constrained.

In this way, immigration’s demographic effects—sustaining healthy population growth and
reducing the rate at which society ages—promote economic vitality. Without immigration,
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the U.S. population would grow much more slowly in the next few decades and would stop
growing altogether by mid-century. Even after the population stopped growing, the
proportion of elderly people in society would continue to increase, which would further
reduce the number of workers available. Barring significant increases in the retirement age
or hours worked, this would cause the labor force to shrink as well, leaving fewer workers to
produce and consume goods and services. The resulting deficit of supply and demand
creates downward pressure on GDP.

Demographic trends are already taking their toll on the U.S. labor force. The slowdown in
population growth has decreased the number of new workers entering the economy, and
aging is reducing the share of the population that is of working age. Figure 15 below
illustrates that aging was responsible for much of the drop in labor force participation in the
past decade and is at the root of the projected decline between 2012 and 2022.

Figure 15. Age-adjusted labor force participation rate, 1992-2012
and projected 2022.%°
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Immigration helps counteract this trend. In fact, immigration’s implications for the labor
force are so fundamental that the Congressional Budget Office (CBO) goes against its typical
practice of holding GDP constant when analyzing immigration reform.*® CBO explained in
June 2013:

Cost estimates produced by CBO and ICT typically reflect the assumption that
macroeconomic variables such as gross domestic product (GDP) and employment
remain fixed at the values they are projected to reach under current law. However,
because S. 744 would significantly increase the size of the U.S. labor force, CBO and
JCT relaxed that assumption by incorporating in this cost estimate their projections
of the direct effects of the bill on the U.S. population, employment, and taxable
compensation.*’
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By expanding the labor force and consumer population, immigration promotes economic
growth. The BPC’s October 2013 economic study found that immigration reform could
expand the labor force by 4.4 percent over 20 years, resulting in 4.8 percent additional
economic growth over that period.*® CBO’s June 2013 estimates of the Senate’s immigration
reform proposal found that GDP would be 3.3 percent higher than the baseline scenario by
2023. By 2033, GDP would be 5.4 percent above the baseline.*

In part due to economic growth, immigration can also have positive fiscal impacts. BPC
found that immigration reform would reduce the federal budget deficit by about $1.2 trillion
over the next 20 years.”® Conversely, the study also found that relative to the baseline, an
“enforcement-only” approach to immigration reform would reduce the population, lower
GDP, and increase the federal budget deficit.

Public pension and health care entitlement programs benefit especially from immigration. As
described above, immigrants are younger and have more children than U.S.-born citizens.
This means that they disproportionately increase the working-age population, whose tax
payments support retirees. On average, between 2002 and 2009, immigrants annually
contributed a $13.8 billion surplus to the Medicare trust fund, while U.S.-born individuals
reduced trust fund balances by $30.9 billion annually.® In total, immigrants increased trust
fund balances by $115.2 billion over this time period. Immigration alone will not solve
Medicare’s fiscal and structural challenges, but immigrants play a clear and positive role in
the program’s finances.

Immigration also has positive fiscal implications for Social Security. In 1950, 16.5 workers
supported each Social Security beneficiary (Figure 16). That ratio fell to 2.9 by 2012, and it
is projected to fall to 2.1 in 2050. Immigration improves the worker to retiree ratio by
adding workers to the economy, which in turn improves the program’s fiscal outlook by
increasing payroll tax revenues. Social Security’s 2013 trustees report showed that
compared with a high-immigration scenario, a low-immigration scenario would increase
long-term actuarial deficits by 17 to 19 percent (Figure 17). This amount of deficit reduction
would extend by two years the date when the trust fund is expected to be depleted. As with
Medicare, immigration alone cannot solve Social Security’s fiscal challenges, but it does
offer significant benefits.
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Figure 16. Actual and projected Figure 17. Projected Social
workers per retiree in the Social Security actuarial deficit
Security system, 1950-2050.°2 under alternate immigration
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By contributing labor and helping sustain economic growth, immigrants could be
instrumental to helping the United States maintain its prominence in global affairs. The
major findings from a Center for Strategic and International Studies report, The Graying of
the Great Powers, emphatically place the importance of U.S. population growth in
international context:

With its higher rates of fertility and immigration, the U.S. share [of the developed
world’s population] will continue to grow in the future. ... The relative U.S. economic
position will improve even more dramatically. As recently as the early 1980s, the
GDPs of Western Europe and the United States (again, in purchasing power parity
dollars) were about the same, each at 37 percent of total developed-world GDP. By
2050, the U.S. share will rise to 54 percent and the Western European share will
shrink to 23 percent. ... By the middle of the twenty-first century, the dominant
strength of the U.S. economy in the developed world will have only one historical
parallel: the immediate aftermath of World War II. ... Many of today’s multilateral
theorists look forward to a global order in which the U.S. influence diminishes. In
fact, any reasonable demographic projection points to a growing U.S. dominance
among the developed nations that preside over this global order.>*
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Countries with brighter demographic futures have a competitive advantage in international
affairs. A larger economy can increase a country’s power in trade negotiations, the
effectiveness of its economic sanctions, and the size of its military investments. Healthier
budgets and less-burdened entitlement programs free up resources for other priorities,
including defense spending and foreign aid. These and other factors make the U.S.
immigration system an important power asset. If the United States uses its immigration
system to support economic growth and fiscal health, it can expect to retain a relatively
stronger position in the world.
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Conclusion

Developed countries, including the United States, face significant demographic challenges.
The working-age populations of these countries are stagnating or shrinking even as the
number of elderly retirees rises. The United States will still face substantial aging- and
population-related challenges in the coming decades, but among developed countries,
America’s higher rates of immigration and fertility place it in a relatively strong position.

Immigration sustains the U.S. population and mitigates the problems associated with aging.
Immigrants are the most important factor in averting U.S. population stagnation not only
because of their raw numbers, but because they have children at a 50 percent higher rate
than people who are not immigrants. Without immigrants, the populations of both the
United States and Europe would age much more quickly and begin to shrink by mid-century.
Because each year’s new immigrants are much younger than the rest of the population,
immigration also makes the overall U.S. population younger.

The demographic advantage that the United States gains from immigration confers
significant economic benefits. Immigration helps maintain and grow the U.S. labor force,
which helps preserve economic vitality and promote growth. In turn, a more rapidly growing
economy, wider tax base, and younger population have positive fiscal effects. Social
Security and Medicare, which depend on current workers to support retirees, benefit
especially from immigration. Immigrants improve the Medicare trust fund’s fiscal health by
about $14 billion annually, and high-immigration scenarios significantly improve projections
of Social Security’s long-term fiscal health.

On top of these more obvious domestic benefits, immigration’s economic and fiscal effects
have significant implications on the world stage. Countries with faster-growing economies
and healthier budgets have an easier time shaping world events and global markets. As the
populations and economies of traditional powers stagnate and decline, immigration policy
has the potential to help the United States maintain its global political, economic, and
military primacy.
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Appendix A. Summary
Tables

All population, immigration, and aging statistics presented in Table A-1 are taken or
calculated from the supplemental Excel tables contained in the 2012 edition of the United
Nations’ World Population Prospects. Table A-2 presents population projections with and
without migration from the European Union’s official statistical office, Eurostat.
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