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The Refugee Program Integrity Restoration Act of 2016 (H.R. 4731) contains several
provisions that function as restrictive labor market regulation with deleterious effects on
the U.S. economy. These provisions reduce the number of refugees who may enter the
United States to contribute to our economy and place unnecessary impediments to their
successful integration into the American labor force.

H.R. 4731’s Labor Market Regulations Harm the U.S. Economy

H.R. 4731 would create a statutory limit of 60,000 refugees. This arbitrary limit is a large
reduction in America’s historic refugee flows, which, since 1980, have averaged roughly
80,000 admissions per year. Besides a departure from America’s traditional ongoing
commitments, the bill blocks the president from increasing the refugee limit quickly in
response to international or global emergencies. The bill would prevent the United States
from responding forcefully to the largest refugee crisis since World War II.

Restrictions on the admission of refugees restrict the labor market and economy more
broadly. Refugees contribute to the economy through their work, through their
entrepreneurship, and through their consumption. For FY 2016 and 2017, the president
has proposed admitting 85,000 and 100,000 refugees respectively. This bill would
effectively bar 65,000 refugees from being admitted to the United States over the
following two years and likely many more over the next decade. This ceiling on workers,
entrepreneurs, and consumers curtails the free actions of U.S. citizens to employ, be
employed by, and sell to refugees.

Each of these restrictions have negative implications for the U.S. economy and labor
force. Refugees contribute to the U.S. economy primarily through employment, mainly in
lower-skilled jobs, but in higher-skilled jobs as well. The Office of Refugee Resettlement
(ORR), which tracks the employment of refugees through their fifth year in the United
States, finds that refugees in 2013 had a labor force participation rate of 60 percent,
roughly equal to the total population. By their fifth year, they had an unemployment rate
of 7.2 percent, roughly equal to the 6.5 percent for the total U.S. population.'

Research has shown that by 1990, refugees who were admitted from 1975 to 1980
actually had 20 percent higher earnings than economic refugees admitted during the same
period, despite having lower earnings in 1980.> Another study found that the median
income for refugees after twenty years in the United States grew by $31,000.’
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Refugees’ contributions to labor force have positive impacts even on the workers with
whom they compete. In the short term, refugees have been shown to displace native-born
workers out of lower skilled, manual-intensive occupations and into still lower skilled but
higher paying language intensive occupations.

Last year, economists Giovanni Peri and Mette Foged used the government of Denmark’s
database on every Danish worker to identify the impact of its large refugee flows from
Bosnia, Somalia, Iraq, and Afghanistan. “The increase in refugee-country immigrants
pushed less educated native workers to change occupation,” the economists find. “This
move was significant and towards non-manual occupations, and particularly strong when
workers changed establishment.” The database revealed that refugees boost the wages
for these lesser-skilled workers within firms, across firms and across municipalities.

Similar studies have been conducted in the United States. In 1980, for example, a huge
influx of refugees from Cuba landed in Miami, Florida. Economists Orn Bodvarsson,
Joshua Lewer and Hendrik Van den Berg found that the Cuban workers’ consumption
increased demand for goods and services in the Miami market, which in turn increased
the wages for native-born lower-skilled workers in other industries.’

Refugees also decrease the prices of goods and services. They affect prices through two
mechanisms: they increase the supply of goods and services that consumers seek, and
they provide a new pool of consumers who are unattached to local brands or stores—
which research shows forces retailers to lower prices to attract these new shoppers. In his
important work on this idea, economist Mark Bils found, for example, ‘“Retailers lower
prices to attract new consumers when brand and store attachments are initially weak and
develop over time.”*

Many studies have found refugees and immigrants do, in fact, lower the cost of living for
native residents. Economist Saul Lach studied the major influx of Jewish refugees from
the Soviet Union into Israel following the opening of the Soviet Union. Lach found that a
“one-percentage-point increase in the ratio of immigrants to natives in a city decreases
prices by 0.5 percentage point on average.”” A 2007 study from the National Bureau of
Economic Research found that Nordic countries that kept labor scarce had higher prices
for labor-intensive services, which ultimately led to less consumption of those goods.®

In the United States, the story is the same. The National Research Council’s canonical
study concluded, “The benefits of immigration from lower prices are spread quite
uniformly across most types of domestic consumers.” Patricia Cortes has released two
now classic studies that proved this point. In the first, she found a 10 percent increase in
low-skilled immigrants decrease prices of immigrant-intensive services by 2.1 percent. In
the second, she found that low-skilled immigration decreased the price of childcare
services and led to more high skilled American women entering the labor force."

The real-world impact of refugees in the United States is felt in cities across the country.
The St. Louis Business Journal reported in 1999 that neighborhoods in St. Louis that



were headed for "ghost-town status are now teeming with new residents and new
economic activity” thanks to an influx of Bosnian refugees.'' Refugees from Somalia,
Myanmar, Bhutan, and elsewhere have helped neighborhoods in Buffalo undergo a
similar change. One 2012 study in Cleveland found that refugees from Bhutan, Ukraine,
Burma, and Somalia created jobs and boosted the Cleveland economy by $48 million."
Refugee-owned businesses contributed $7.6 million in economic activity to the city in
2012.

H.R. 4731 constitutes harmful labor market regulation. By decreasing the supply of labor,
it will lower wages for native-born Americans and increase prices of the goods and
services that they purchase.

H.R. 4731 Will Hinder Economic Integration of Refugees

H.R. 4731 endangers resettled refugee’s path to self-sufficiency, which is one of the main
goals of the U.S. Refugee Admissions program. In doing so, it will undermine the
remaining economic benefits that the refugee program provides. The first provision
would prohibit refugees from adjusting their refugee status to legal permanent residency
status until after three years in the United States. The other provision requires refugees to
reprove that they meet the legal definition of a refugee prior to adjusting to legal
permanent residency.

These provisions harm refugees’ economic integration in two ways. First, many states
restrict occupational licenses to legal permanent residents and U.S. citizens, excluding
temporary residents of any kind. The extent of this problem cannot be understated. As of
2003, 800 hundred occupations required a license by at least one state. “The most
common state statutes limit licenses to legal permanent residents,” concludes a recent
legal analysis."”

These restrictions already interfere with refugee employment, but currently refugees are
able to adjust to legal permanent residency after only a single year. This is burdensome,
and perhaps a reason that only 33 percent of refugees find employment after the first
year. Fortunately, refugees are able to adjust after the initial year and then successfully
find employment. A three-year restriction would significantly impact refugees’ successful
labor market prospects. After three years out of the person’s occupation, reentering the
market would only be that much more challenging.

The second issue is that refugee status is a not intended as a permanent status and the
most important predictor of a person’s willingness to make long-term investments in their
new country is that they believe it is, in fact, their permanent home. Requiring refugees to
reprove that they are entitled to refugee status and that no conditions in their home
country have changed will leave them in this legal limbo throughout the initial three-year
period. The long-term perspective partly explains why foreign-born citizens earn more
than legal permanent residents, and legal permanent residents earn more than guest
workers, and legal workers earn more than illegal workers—that is, the willingness to
invest in skills specific to the country in which the refugees are working increases with



their expected residency.'* Quickly granting legal permanent residency would facilitate
faster integration of refugees.

Conclusion

The economic gains from refugee immigration are significant, and there are no offsetting
concerns that would make reductions in the refugee program worthwhile. Refugees pose
little threat to Americans. Since 1990, the United States has resettled almost 2 million
refugees. Over that period, there have been dozens of terrorist attacks, but not a single
one has been carried out by a refugee in the United States."” The U.S. refugee program is
the most difficult to enter, not only due to its stringent vetting process but also due to the
fact that refugees cannot choose to be resettled in the United States. This makes the
refugee program particularly ill-suited for intentional terrorist infiltration.

The refugee program also serves other purposes beyond economic growth. It combats
ISIS propaganda that America hates Muslims. It provides protection for human rights
activists who often return to their home country to help rebuild after conflicts. It serves as
moral and political leverage on the international stage for the United States to pressure
governments to stand up for human rights. The program should not only continue to stand
for these noble ideals. Rather, it should be expanded to respond to the world’s largest
humanitarian crisis since World War II. This would be almost as good for the U.S.
economy as it would be for the human rights of those fleeing violence and persecution
abroad.
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