Capitalism and Immigration: An Untold Love Story
Capitalism requires that individuals are free to contract their labor with an employer.  If a worker has a skill set that an employer wishes to employ, both employee and employer must voluntarily agree to a wage. This exchange is only made possible with the rule of law.  If laws/ property rights are not clearly defined and enforced people can’t engage in voluntary transactions.  
In the world we live in (one with massive government intervention in the economy) governments pass all kinds of laws.  Some of these laws even restrict people from entering into voluntary economic transactions.  Minimum wage laws, for instance, make it illegal for people to sell their labor for less than a certain wage.  Immigration laws make it illegal for illegal aliens to contract their labor at any wage.  After increasing the minimum wage, now the US government is looking into overhauling immigration laws.

Immigration policies cannot be divorced from social safety net policies.  Throughout the eighteenth, nineteenth, and early twentieth centuries, immigration helped to fuel the American success story.  Until WW1 the US let everyone in while providing almost no public safety net.  The policy basically said, if you want to come work hard, welcome in.

The closing of American borders coincided with the rise of the public safety net in the US.  Open borders and a lavish social safety net are economically incompatible.  European welfare states heavily control immigration.  In a world with over a billion people making less than $1.25 a day, it would be economic suicide for any country to say welcome to everyone and oh, by the way, here’s $20,000 each a year in welfare benefits.  

The US has always welcomed more immigrants than Europe but has done so with a stingier public safety net.   As the federal government ramps up the US public safety net (health care reform, etc) the calculus of immigration changes.  Instead of sending the signal that hard workers need apply for citizenship, it sends the message that the least able to earn a buck should apply.  If there is anything that the study of economics has learned it is that incentives matter.

The political calculus of some is that since many immigrants are poor, they will vote for any party that expands the safety net, so let as many poor people in as possible, give them a vote, and make them dependent upon the government.  I know few college students who can do calculus and even fewer politicians who can correctly do political calculus.  Today’s budget deficit pails in comparison to what we would see in a world of open borders with a lavish safety net. 

Pure capitalists would support open borders.  That is, people should be free to move to where the jobs are (immigration) and capital should be allowed to move to where the workers are (off-shoring).  The goods and services created from the marriage of capital and labor should then be sold everywhere without tariffs (free trade).  In this manner, global economic wealth will be maximized.

Capital and labor are opposites, and opposites attract.  Left to themselves, capital and labor will find each other and their offspring is wealth creation.  This really is why capitalism is a love story (Michael Moore not withstanding).
Pro-capitalism immigration reform acknowledges that immigration is largely an economic phenomenon where prospective employees look for jobs.  Said reform would entail three items.  The first item is to enforce current immigration laws and secure the US border.  Failure to do so undermines the rule of law upon which capitalism is built, increases the size of the underground economy, lowers tax revenue, aids organized crime, and turns residents against each other.

The second item entails dismantling the welfare state.  You can help more truly poor people by letting them have access to the American labor market than you can by creating a welfare state that discourages work and promotes the breakup of the family.
The third item (it’s third because you need to do the other things first) entails dramatically increasing the number of legal immigrants allowed into the country each year.  Make it a point system.  You get points for skills, for education, for familial relationships with Americans, or for the willingness to write a big check to the US government (let them help us pay off our debt – call it a cover charge).  Immigrants have always worked longer hours than native born Americans.  Given the indebtedness of this country it behooves us to grow the economy and increase tax revenue.  Expanding legal immigration accomplishes both.
Today’s immigration policy of turning away large numbers of skilled immigrants while ignoring millions of unskilled illegal aliens creates an economic time bomb.  Comprehensive immigration reform needs immediate attention.  It’s too bad that attention will come from politicians who fail to recognize the economic nature of immigration.  Capitalism and immigration is one of the best love stories never told.
