SPARK Immigration Committee

Immigration Policies and Economic Impact

Background /Overview:
Immigrants have a strong impact on US economy and innovation. However, US immigration policies and procedures are cumbersome and in the post 9/11 era, due to further enhancement of security and procedures, immigrants have chosen to migrate to other “friendly” nations. Australia, Singapore and Ireland have seen an up-tick in the number of immigration applications from Asia. Current US immigration policy needs to be updated to attract and retain the brightest global minds of the “knowledge economy”. 
Importance: 
Impact on US economy: A study released by the National Venture Capital Association, highlights the following:
· 40% of the U.S. publicly traded companies were started by immigrant entrepreneurs. The current market cap of publicly traded immigrant founded companies exceeds $500 billion. Some of the largest companies include Intel (Andy Grove: Hungary), eBay (Pierre Omidyar: France), Yahoo (Jerry Yang: China), Sun Microsystems (Vinod Khosla: Co-founder: India) & Google (Sergey Brin: Russia).

· Over the past 15 years, immigrants have started 25% of US public companies that were venture backed. These companies employ 220,000 people in US.

· Leading countries of birth for immigrant founded venture backed US Public companies includes:

· India: 32 companies

· Israel:17 companies

· Taiwan: 16 companies

· Of the 356 venture backed companies founded since 1980-2005, 25% or 88 companies were founded by immigrants.
· In a survey conducted by Duke University (sample of 2054 companies formed over the last 10 years), 52.4% of all Silicon Valley start-ups had one or more immigrants as a key founder.

Impact on innovation:

· Immigrant founded companies held an average of 14.5 patents as compared to a median of 4 patents. All companies are concentrated in cutting edge sectors: high-technology, information technology, life sciences and manufacturing. These companies pay high salaries & seek white collar professionals. 
· Nearly 24% of all patents filed in the U.S. in 2006 are filed by immigrants. 
· Over 50% of all U.S. PhD's in Engineering are immigrants; 45% of all U.S. PhDs in Life Sciences, Physical Sciences, and Computer Sciences are immigrants;  over 40% of all U.S. Master Degreed Computer Scientists, Physical Scientists and Engineers are Immigrants; 25% of all Physicians in the U.S. are immigrants. 
· A recent World Bank study attempted to quantify immigrants’ contributions to innovation and the generation of new ideas, as measured by the number of patents applied for or received in a given year.  According to the study, a 10 percent increase in the number of graduate students from abroad, as a share of total graduate students, increases the number of patents granted to U.S.-based universities, firms, and other institutions by about 6–7 percent. 
Current challenges, threats and legislative actions:
Challenges:

1) Short supply of skilled workforce due to artificial quotas: H1B visa quota at 65,000 per annum is grossly insufficient. There is an urgent need to update the number based upon industry demand for high tech skilled workforce. 

2) Smoother integration of international students in US workforce is essential. Various visa challenges (quotas, OPT time barriers) do not allow international students to find suitable jobs and stay in USA. Studies by NSF show that foreign graduate students have a high propensity to remain within the United States, at least for the early proportion of their careers (Bratsberg and Ragan, 2002).  Aslanbeigui and Montecinos (1998) found that 45 percent of international students from developing countries planned to enter the U.S. labor market for a time and 15 percent planned to stay permanently.  
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Recent downturns in foreign enrollment notwithstanding, many foreign students pursue advanced study in S&E fields at U.S. universities. These students frequently choose to stay in the United States after earning their S&E degree. Beginning in the 1990s, a growing number of graduate students, doctorate holders, and postdoctoral fellows chose to remain in the country for further study or work. Since the mid-1990s, every year about 6,500–7,000 foreign students who earned a U.S. S&E doctorate planned to stay in the United States after receiving their degree. Through 2003, many of these students remained in the country for years after graduation: 53% of the 1993 doctorate recipients were working in the United States in 1997 and 61% of the 1998 cohort remained in the country in 2003. However, increasing international competition for foreign students raises questions about the continued viability of these high rates. 

Threats:
1) Global competition for talent is rapidly increasing:

Foreign student enrollment declined by 4.3 percent in the United States between 2001 and 2004, while it increased by 7.7 percent in the United Kingdom, 25 percent in Canada, 94 percent in Australia, 99 percent in New Zealand, and 57 percent in Singapore.  These shifts are due both to difficulties in obtaining U.S. visas since September 2001 and to the fact that some countries are catching up to the United States with regard to attracting foreign students and skilled labor from abroad. 
During the past two decades, two-thirds of foreign students earning a U.S. S&E doctorate were from Asia: about 20% from China and 10%–11% each from Taiwan, India, and South Korea (see figure). However, Asia is investing heavily in the development of knowledge-based economies and higher education systems, and countries such as Japan are starting to import large numbers of Asian scientists and engineers. Further, as the Asian economies experience rapid growth, the motivation for talent to stay in the USA is minimized. Thus, there is no assurance of a continued influx of students from this region to the United States, especially since other countries are creating immigrant-friendly policies for those with advanced S&E degrees. 
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2) Migration of US based R & D activities to immigration friendly countries: In July 2007, Microsoft announced the formation of an R & D Center in Vancouver. In his March 2007 Senate testimony, Bill Gates remarked that the US is “shutting out the worlds best and brightest and discouraging the one here from staying”.

Legislative Action:
A draft ten point legislative program submitted herewith aims to accomplish the following:

· attract and retain the skilled workforce to US companies

· effectively integrate students  in US economy and 
· attraction of entrepreneurs and capital to distressed areas
Conclusion:
SPARK Immigration Committee includes business, legal and community members. The Committee has prepared the draft to engage in a dialogue to affect positive change with a sense of urgency. Questions may be directed to Rick Snyder or Bill Milliken.
