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Abstract
California is home to 3 million of the United States’ 11 million unauthorized immigrants.
With 9 billion dollars spent annually on illegal immigrants and their children in
unreciprocated schooling, incarceration, medical, and deportation costs, California must
enact new legislation if it aims to cut the nation’s biggest debt which currently stands at
$77.8 billion in outstanding general obligation bonds and an additional $42.8 in
authorized but unissued bonds. House Representative Elton Gallegly of District 24, the
Chairman of the Judiciary Committee’s Subcommittee on Immigration Policy and
Enforcement, has recently advocated the use of E-Verify to combat the prevalence of
illegal labor. This thesis includes interviews with small business owners who hire from
the secondary labor market and live in District 24, and gauges their opinions on illegal
immigrant labor and the use of E-verify as a way to combat it.
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CHAPTER 1
INTRODUCTION
The border state of California is home to the United States’ biggest debt at $77.8
billion in outstanding general obligation bonds and an additional $42.8 in authorized but
unissued bonds1. California has also consistently maintained the nation’s highest
population of illegal immigrants and this population has grown continuously to
approximately three million people. If California hopes to balance its budget and avoid
incurring more debt and unemployment, it seems that cutting the nine billion dollars
spent annually on illegal immigrants and their children in unreciprocated schooling,
incarceration, medical, and deportation costs is a good place to start.2
Instead of building a fence along the border or hiring more border patrol agents,
California should consider an alternative, such as looking at ways in which employers
can check the legal status of potential employees. Employer sanctions that hinder illegal
immigrants’ ability to find jobs could make illegal immigrants less of a burden on the
state’s budget. The need for employer sanctions is found in data that unequivocally shows
that past efforts at increasing enforcement along the border, and in raiding businesses that
hire illegal aliens have been ineffective in curbing illegal immigration.3 Sanctions for
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Enforcement Protect U.S. Workers from Illegal Immigration? The review of economics and statistics 84,
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citizenship status checks by employers through a government program would aim to cut
the illegal immigration problem at its source: the availability of jobs.
California’s current employment policy is that employers must fill out the Form I9 that was established during the 1986 Immigration Reform and Control Act. The Form I9 requires employers to hire only if they have reasonable belief that the employee is legal
based upon the presentation of a state issued identification card with a picture. It is not
hard to see why this opens up a loophole for illegal immigrants to get jobs. With the term
―reasonable belief,‖ the entire burden is effectively lifted from the employer who can
claim ignorance.
A government program named E-Verify is available free of charge to employers
who would like to check the Form I-9 against government data for United States citizens.
Although available to everyone, California has no law that requires the use of the EVerify program, and it is therefore hardly used. Although E-Verify has a major flaw in
that it cannot recognize identity theft, the program has potential for improvement, and
once sufficient, could play and important role in alleviating California’s debt problem by
stopping rampant illegal immigration.
This thesis will include a qualitative study that aims to show employer sentiment
on the implementation of a law that would require businesses to check the legal status of
their employees in order to ―1) reduce the employment of individuals unauthorized to
work, 2) reduce discrimination, 3) protect employee civil liberties and privacy,
and 4) prevent undue burden on employers.‖4
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Data will be collected from business owners in Southern California by means of
interviews that will gauge employer sentiment on the use of the E-Verify program. The
businesses owners interviewed will be owners of relatively low paying, low skill
businesses in the restaurant, service, and construction sectors—which are the areas where
illegal immigrants are most likely to be employed. Information on the costs of illegal
immigration and costs of previous immigration reform efforts will come primarily from
state department data sets.
I expect to show that businesses that are paying their employees legitimately over
the table will have no problem with the background checks as long as the government
infrastructure in place is easy to use and accurate. The study should show employer
wariness about government involvement in the private sector. The businesses should have
no problem with the idea of the program though, because the businesses are already
paying taxes on the employees and will want the burden of taxes reciprocated.
The paper is divided into five chapters. Chapter II consists of a background on the
status of illegal immigration in California and will present evidence for why illegal
immigration is an economic concern. Chapter III gives economic theory on immigration
policy that will span from previous efforts to current policies. This will include the cost
of illegal immigrants to the state, and why the use of a fence along the border, border
patrol, and business raids with the aim of deporting illegal residents have been largely
ineffective. Chapter IV includes a transcript of the interviews with business owners and
an analysis of their opinions. Chapter V is a conclusion that presents an idea for how
California can move forward on the battle against illegal immigration.

CHAPTER 2
BACKGROUND
Illegal immigration across the U.S. Mexico border is an important and
unprecedented economic and political problem that faces the United States—particularly
the state of California that currently suffers from a high unemployment rate and an everrising debt. People emigrate from poorer countries to the U.S. in hopes of finding jobs
and a better life for themselves and their families. The illegal immigrants in California
impose a serious monetary burden on the state’s taxpayers and are potentially harming
the states economy.5 Due to controversy over the contribution of the illegal immigrants to
the labor market as well as other social concerns, a solution to the illegal immigration
dilemma has still not been achieved.
Finding data for the number of illegal immigrants in the US is difficult because
there is no record of the number of people who cross the border. One method of
estimating the number of illegal immigrants uses data from the number of people that are
caught by U.S. customs agents when trying to cross the border. This method, however,
has several drawbacks in that it only measures those who have failed. Second, it does not
take into account that the people may try several times to cross the border when they are
in the region and counting people more than once is entirely possible.
The residual method subtracts a Census or Current Population Survey estimate of
legal, foreign-born citizens from a Census or Current Population Survey of the total
5

Gordon H. Hanson, Raymond Robertson, and Antonio Spilimbergo, “Does Border Enforcement
Protect U.S. Workers from Illegal Immigration,” The Review of Economics and Statistics, (Feb, 2002).
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foreign-born population. The difference between the two is used as an estimate for the
total number of illegal immigrants residing in the U.S.. This method’s main flaw is that it
likely underestimates the number of illegal immigrants because they are much less likely
to participate in the Census. Despite this flaw, this is the preferred method for estimating
the illegal population.6
Using the residual method, it has been estimated that there are currently eleven
million illegal immigrants in the US, with the largest portion residing in California.
California is home to an estimated three million illegal immigrants. The majority of these
immigrants enter the country by bypassing border inspection stations. These people either
sneak across or use ―coyote‖ human trafficking sources that charge to guide hopeful
foreigners across the border. The remaining groups of illegal immigrants overstay their
visas and remain in the U.S. even though law enforcement agencies attempt to apprehend
them. 7
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Ramanujun Nadadur, ―Illegal Immigration: A Positive Economic Contribution to the United States,‖
Journal of Ethnic and Migration Studies (July, 2009).
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FIGURE 2.1

The history of illegal immigration across the US Mexico border can be traced
back to the repeal of the Bracero Program in 1964. The Bracero Program lasted from
1946 to 1964 and was initially intended to maintain a labor force while much of the
working age population in the U.S. was overseas fighting in World War II. The Bracero
program made it cheap and legal for employers in the southwest to hire immigrants for
low skill, low pay jobs. When the law was repealed in 1964, however, employers who
were used to paying less money for unskilled labor substituted illegal labor for the
formerly legal Bracero laborers. The twenty years after 1964 saw exponentially
increasing numbers of families illegally migrating to the U.S. for work.8
In 1986, the nature of illegal immigration changed dramatically with the passage
of the Immigration Reform and Control Act (IRCA). The IRCA’s major contribution to
immigration reform was that it created monetary penalties for employers who knowingly
hire illegal immigrants. The act created the Form I-9 for citizenship checks that all

8

Aaditya Mattoo and Mohammad Amin, ―Can Guest Worker Schemes Reduce Illegal Imigration‖
The World Bank, Policy Research, (2006)
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employers are now required to complete. The Form I-9 requires employers to acquire a
state issued identification card with a picture of any potential employee. The IRCA of
1986 also offered potential amnesty for illegal aliens already working and residing in the
U.S., though much criticism came about from the separation of families in some cases.
The IRCA is now regarded as largely unsuccessful, even though it did make hiring illegal
aliens a crime. The act left a large loophole for employers to hire illegal immigrants
―unknowingly‖ because state issued identification cards are not checked against
government citizenship records. The demand for cheap, unskilled labor continued to rise
as the U.S. Gross Domestic Product rose. Moreover, because 2.3 million people were
granted amnesty by the IRCA, an even larger pool of family and friends had an incentive
to migrate north, either legally or illegally. 9
More recently, developments in border control have focused on increased funding
from local, federal, and state governments for more border patrol agents and equipment
intended for security. Though all of these efforts aim at stopping the immigrants from
arriving in the first place, statistics indicate that if anything, illegal immigration has
increased exponentially year to year. A new solution must be considered if the state of
California is to slow down the massive influx of illegal immigrants. Figure 2.2 shows an
inverse relationship between border enforcement costs and apprehension of illegal
immigrants. 10
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Ramanujun Nadadur, ―Illegal Immigration: A Positive Economic contribution to the United States,‖
Journal of Ethnic and Migration Studies (July, 2009).
10
Slobodan Djajic, ―Dynamics of Immigration Control,‖ Journal of Population Economics, (Feb,
2002).
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FIGURE 2.2
U.S. Border Apprehensions and Expenditure

Source: Cornelius, Wayne A., Idean Salehyan. 2007. Does border enforcement deter unauthorized
immigration? The case of Mexican migration to the United States of America. Regulation & Governance 1,
no. 2 (06) : 139-153.

Traditional economic theory leads to the conclusion that illegal immigration
should help the California economy by offering cheap labor, a larger workforce, and
therefore increased productivity. Opponents of illegal immigration, however, claim that
illegal immigrants take jobs from U.S. natives, lower overall wages, and become a
burden on the American taxpayer. Proponents of a relaxed border argue that despite high
unemployment rates, the illegal laborers take jobs that would not be filled by Americans,
and that a workforce without illegal peoples would be devastating to the economy.
The Dual Market Theory divides the workforce into two distinct types of laborers.
The secondary market, the sector that illegal immigrants fall under, is characterized by
unskilled laborers with low earnings, less education, and higher turnover rates. The
primary market consists of higher wages, higher levels of education, skilled labor, and

9
low turnover rates. Statistics indicate that in California, illegal immigrants comprise a
large part of the secondary labor market holding twenty percent of the labor-force
participation in Los Angeles’ secondary market.11
The 1996 Illegal Immigration Reform and Responsibility Act provided illegal
immigrants with a benefit that has become very expensive for California. Federal law
provides illegal aliens with access to emergency medical services at any hospital, with
special provisions for pregnant women and children. According to the Federation of
American Immigration Reform (FAIR), in 2004, the state of California covered $1.4
billion in illegal immigrant health care costs.
1n 1974, the Supreme Court’s ruling in Lau v Nichols mandated that schools must
offer English as a Second Language Programs. This case, coupled with the court ruling of
Plyler v Doe in 1982, guarantees that illegal immigrants’ children have the right to free
public education and that the school must also teach in the illegal immigrants’ native
language. The FAIR again did a study and found that education of illegal immigrants cost
the state of California $3.2 billion annually.
Finally, the last major weight on the state of California is the cost of incarcerating
and deporting illegal immigrants. The FAIR reports that California alone spends $1.4
billion annually on incarceration costs.12
Illegal immigrants pay sales tax on every purchase, and those who are paid by
check contribute to tax revenues by paying income tax and property tax if they are
property owners. On the other hand, illegal immigrants who are paid under the table
contribute only sales and property tax and are therefore a burden on the taxpayer. With a
11
12
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public debt at $77.8 billion in outstanding general obligation bonds and an additional
$42.8 in authorized but unissued bonds, coupled with an unemployment rate of 12.3%,
California is in a position where immigration policy should change if this is where
businesses feel losses are coming from. 13
Evidence suggests that the current legislation aimed at curbing California’s battle
with immigration have been unsuccessful. The type of work that the immigrants perform,
and their level of contribution to the Californian economy are invaluable to a state whose
economy produces 11% of the agriculture in the U.S..14 New agreements between
citizens and the state of California must be made in order to benefit employers,
immigrants, and legal citizens. The battle over illegal immigration is important for
business owners in California that hire unskilled laborers. Asking a sample population of
business owners in California if they feel that illegal immigration is a problem that could
be stopped with the use of E-Verify will help create beneficial legislation for the state of
California.
On January 1, 2011 Representative Elton Gallegly of District 24 in California was
elected the Chairman of the Subcommittee on Immigration and Policy Enforcement. In a
statement issued February 14, 2011 Representative Gallegly advocated the use of EVerify, the free government system for verifying an employee’s citizenship status, as a
solution to the country’s unemployment and debt problems: ―The biggest magnet for
illegal immigrants is jobs. So we owe it to the American people to do whatever we can to
reduce the number of American jobs going to illegal immigrants. The E-Verify program

13
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helps to do just that.‖15 President Obama’s 2011 fiscal plan includes a $1.6 billion dollar
increase in border enforcement and an additional $110 million dollars dedicated to the
expansion of the E-Verify program.16 The requirement of this program is indeed gaining
political momentum if spending increases are allowed with the current deficit. Eleven
states currently require use of E-Verify under the following circumstances:
Table 2.1
E-Verify Use by State

1

2

State

Citation

Year Applies to:

Arizona

HB 2779

2007 all employers, public and private

HB 2745

2008

HB 1343

2006 state contractors

Colorado

SB139, SB193 2008
3

4

Georgia

Idaho

SB 529

2006 state agencies, contractors, and subcontractors

HB 2

2009

SB 447

2010

Executive

2006 state agencies, contractors

Order
5

Minnesota

Executive

2008 state agencies, state contracts

Order
6

Mississippi

15
16

SB 2988

2008 all employers, public and private

http://www.house.gov/gallegly/media/media2011/021011immigration.htm
http://dhs.gov

12
7

Missouri

HB 1549

2008 public employers, contractors and

HB3

2009 subcontractors

8

Nebraska

L403

2009 Public employers, public contractors

9

North

SB 1523

2006 state agencies

HB 1804

2007 public employers, contractors, subcontractors

Carolina
10 Oklahoma

11 Rhode Island Executive

2008 state agencies, grantees, contractors,

Order
12 South

HB 4400

subcontractors
2008 all employers, public and private, phased in by

Carolina
13 Utah
14 Virginia

2010
SB 81

2008 public employers, contractors, subcontractors

SB 39

2009

H 737

2010 state agencies

The number of businesses using E-Verify, and thus the number of inquiries, have
increased exponentially: The U.S. Citizenship and Immigration Services reports that as of
December 11, 2010 more than 238,000 employers have registered with the program,
resulting in 16 million inquiries in fiscal year 2010. In fiscal year 2009, there were 8.7
million inquiries, in 2008, 6.6 million, and 3.27 million in 2007. 17
Data shows that E-Verify is a successful program in finding employees who are not
legally allowed in the country, with minimal hassle for employees or employers. Of those
17

http://www.ncsl.org/IssuesResearch/Immigration/ImmigrantPolicyProjectEVerifyFAQ/tabid/13127/
Default.aspx#table

13
cases where E-Verify found the employee to be an unauthorized laborer, it was correct
99% of the time.
FIGURE 2.3
Success of E-Verify in FY 2010

http://www.uscis.gov

With a success rate so high, the passage of a new law in California relies on public
opinion of a bill requiring business owners to perform the background checks, and
accepting a penalty for breaking employment laws. Congressman Gallegly is a firm
believer that the E-Verify system is ready for law in California, and even across the
country. Once sufficient laws and infrastructure are in place against hiring legal workers,
California can begin to work on comprehensive immigration reform. The following
chapter will analyze economic theory on illegal immigration in the state of California to
determine if the public fear of illegal immigrants is legitimate or as critics claims, a
Nativist attempt to create fear amongst citizens: ―Nativists from various sectors have

14
sought to demonize [Mexicanos] as being responsible for many of the countries
socioeconomic ills.‖18

18

Ramanujun Nadadur, 2009.

CHAPTER 3
THEORY
Though the federal government holds the primary responsibility for enforcing and
creating immigration laws, state and local governments can also be effective in
encouraging or discouraging illegal immigration and therefore illegal labor. To
discourage illegal labor, local governments can require use of the E-verify program,
following the lead of eleven other states that already require use of E-Verify by law.
Immigration theory largely uses the 1986 Immigration Reform and Control Act (IRCA)
as a historical example for predicting the future. It is evident from the IRCA that
rewarding undocumented workers with citizenship encourages more immigrants to make
the trip in the future, legally or illegally. The following chapter will look at immigration
theory and will include analysis of the effects of mass legalization and immigration
reform, versus more security and deportation. Theory will rely on data collected on
immigration and immigrants post IRCA. The E-verify program would be an essential part
of any future immigration laws due to the fact that unauthorized immigrants, whatever
their economic impact or ease of gaining citizenship, are breaking a law.
The current ―enforcement only‖ approach to illegal immigrants is generally
considered highly ineffective and extremely costly. Data shows that there is no
correlation between increasing the U.S. Border Patrol’s budget, and an increase in the
number of illegal immigrants detained. The U.S. Border Patrol’s budget has increased by

15

16
714% since 1992, the year that marks the beginning of the enforcement only approach to
unauthorized immigrants. Similarly, the cost per illegal immigrant apprehended has
grown with the Border Patrol’s budget, which is over ten times more than it was in 1992.
Border patrol agents stationed along the border have also increased by 390%.19 Though
there have been billions spent on border enforcement, tightened borders have neither
stopped nor discouraged illegal immigrants, and have only made the journey more
dangerous and costly. There are rising numbers of deaths among those trying to
immigrate illegally, and illegal ―coyote‖ trafficking has become the standard for nine out
of ten people trying to cross the border. Despite the government’s best efforts at stopping
illegal immigrants from crossing the border for work, illegal immigrants are continually
coming across the border due to the availability of jobs. Therefore a new system for
stopping illegal immigrants from attaining jobs must be considered, such as FAIR’s
suggestion of, ―Adopting methods to identify employers of the illegal aliens in order to
put an end to their ability to exploit low cost illegal alien labor by passing costs to the
public.‖20
On one side of the immigration reform argument, there are those who feel that
comprehensive immigration reform is necessary for California and the U.S. A proposal
for comprehensive reform would allow more lenient pathways to legal status for
immigrants already in the United States illegally, and would create flexible laws for
permanent and temporary residency that would change as the demand for labor in
California expands or contracts. Advocates of an open border approach argue that

19

Raul Hinojosa-Ojeda, ―Raising the Floor for American Workers,‖ Center for American Progress/
Immigration Policy Center (January 2010)
20
Jack Martin and Ira Mehlman, ―The Costs of Illegal Immigration to Californians,‖ Federation for
American Immigration Reform, (2004).
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taxpayers would save money on border patrol, would avoid the costs of illegal
immigrants on public services, would not hurt citizens by more unemployment and lower
wages, and that GDP would benefit greatly from more legal, mostly unskilled
immigrants. 21
The IRCA provides important lessons for future immigration legislation. After
granting citizenship to 1.7 million previously unauthorized immigrants, and allowing
another 1.3 million into the Special Agricultural Workers program, immigration spiked
and data was collected on the effects of increased immigration and the effects of
legalization on the citizens.22 The IRCA resulted in higher wages for immigrants, better
job mobility, and better education leading to better skills and jobs.
Surveys conducted by the U.S. Department of Labor found that in 1992, newly
legal residents experienced a wage increase of 15.1 percent, and that 38.8% of citizens
had moved on to better paying jobs.23 The wage increases make sense in that the legal
status of the workers made them much less likely to be exploited. Due to their legal status
and inability to stir controversy over unfair businesses, illegal immigrants must do
whatever they can to curb the risk of deportation. Exploitation thus leads to lower wages
for illegal immigrants who are paid under the table. Unauthorized immigrants also have
no incentive to acquire new skills once they hold a job in America. Due to the lack of
upward mobility that comes with being a criminal by law, illegal immigrants do not look
for more education that would lead to more opportunity, and thus create an artificially

21

Giovanni Peri, ―How Immigrants Affect California Employment and Wages,‖ Public Policy
Institute of California, (2007)
22
Hinojosa-Ojeda, 2010.
23
Shirley J. Smith, Roger G Kramer, and Audrey Singer, ―Characteristics and Labor Market Behavior
of the Legalized population Five Years Following Legalization,‖ U.S. Department of Labor, 1996, p 102
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large lower class.24 The possible economic benefits from a more productive immigrant
class are important. Legal immigrants will invest more in their education and in learning
English in order to acquire better paying jobs, will invest more in their community
instead of sending remittances back to Mexico, would start paying full taxes, and would
take pressure off of an inflated lower class. The Center for American Progress’ model
shows that comprehensive immigration reform would increase U.S. GDP by .84%
because of the benefits outlined above.25
FIGURE 3.1

Hinojosa-Ojeda, 2010.

In the model, the author uses data for wage increases from the IRCA to predict a
future GDP growth of .84% a year for the U.S. through 2019. This would amount to 1.5
trillion in additional GDP over 10 years. This model also assumes that along with higher
wages, worker productivity will increase. It does not take into account investment in
education, a rise in the number of businesses started, or increased home ownership. The
24
25

Giovanni Peri, 2007.
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wages of previously illegal employees would increase by $4,405 a year for low skill jobs
and $6,185 for higher skill jobs for the first three years, indicating an immediate positive
impact. The impact immigration reform could have on different labor sectors in the U.S.
are estimated in the following graph by Walmsley, Winters, and Ahmed in 2007:
TABLE 3.1
Macroeconomic Results (Difference From Base) Due to the Unskilled and Skilled Movement
of Labor
Skilled
Unskilled
Real GDP %
.85
.61
Terms of Trade %
-.28
-.24
Change in Trade Balance
7090
7238
(US Millions)
Change in Current Account -4167
-2556
Balance (US Millions)
Exports %
1.43
1.18
Imports %
.23
.08
Investment %
.54
.30
Real Wages of Unskilled % -1.30
.40
Real Wages of Skilled %
.52
-1.48
Return to Capital %
.66
.48
Terrie Walmsley, Alan Winters, Amer Ahmed, ―Measuring the Impact of the Movement of Labor Using a
Model of the Bilateral Migration Floes,‖ Global Trade Analysis Project, (no. 28. 2007).

In this data set, the gains to real GDP are significant, and wages of skilled
workers rise as those of unskilled laborers fall. Skilled labor wages fall less, as there are
less skilled immigrants in the model. The model allows for 3 million unskilled laborers
and 1.5 million skilled laborers. The authors assume that the majority of unskilled labor is
from Latin America, and that the skilled labor is primarily from Asia.
The Migration model (GMig2) used to calculate the above data was developed by
Walmsley, Winters, and Ahmed and uses data sets from GTAP Version 6—a global
database holding data on sectors of the world economy. In the GMig2 model,

20
immigration levels are considered for all immigrants to the U.S. and the effects are
analyzed across 29 sectors of production. The model assumes that:
Labor force = LF home + migrants.
The model allows for bilateral labor migration (skilled/unskilled labor) and takes into
account remittances sent home (which amounted to U.S. $24 billion in 2007).26 The
migrants income = wages – remittances, and remittances are accounted for as income sent
to the laborers home region. Remittances are also considered as a constant percentage of
wages earned.
FIGURE 3.2
Ratio of Remittances (to Labor Income) Sent Home by Migrants From Each Region in
the Data Base(%)

Terrie Walmsley, Alan Winters, and Amer Ahmed, 2007.

Key assumptions to consider in GMig2 model are that there is perfect substitution
of workers in all sectors (skilled and unskilled), and that migrants respond to wage
26

Giovanni Peri, 2007.
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differences in different regions. To analyze migration, the data can be manipulated to add
a positive or negative ―shock‖ to the number of workers, (skilled or unskilled) that are
employed or unemployed, responsiveness to real wages, and increased productivity. With
this formula, it is possible to answer the question of:
1. Are immigrants taking American jobs?
2. How does bilateral immigration affect home and host countries in terms of
investment, production, wages, GDP, and trade balance?
The answers to these questions are important in analysis of the Rybczynski
Theorem, which states that the immigration of unskilled laborers will increase output of
labor-intensive goods in a country. In the production possibilities frontier below, capital
constraints for the region stay constant. With increased immigration, labor intensive
goods like agricultural products are modeled on QL, and capital-intensive goods like cars
are modeled on QK. With immigration reform that would result in the increase of the
number of unskilled laborers, production of agriculture, the labor-intensive good, will rise
from C1 to C2. Production of cars, the capital-intensive good, will fall from S1 to S2. The
opposite would be true with the influx of skilled laborers. If this theory holds true, the
United States would benefit from increased immigration by shifting the Labor Constraint
curve outwards—thus the influx of mostly unskilled immigrants should help to create
more labor intensive products and would spur a positive shift in U.S. trade balance.

22
FIGURE 3.3

To analyze labor flows (LF) and population flows (POP) the following equations
were used:

In these equations, a labor force of skill i, located in region r (LFi,r), available for
work in a host country r, is the sum of all foreign workers located in host region r. The
same applies for population. This equation shows that an increase in the number of
immigrant workers from country c to country r would reduce the number of workers in
the labor supplying region, and would increase the labor force in the host country.
The economic effects of an open border policy compared to a restrictive border
policy are analyzed by reducing or increasing migrants’ responsiveness to different
wages (ESUBMIG), changing worker productivity, or lowering the ratio of migrant

23
wages to home wages (BETA). Countries that experience immigration move down their
marginal product curve due to increased supply of labor, and production and returns to
capital increase. The following equation provides the initial wages of workers.

The nominal wage of migrants is equal to the home wage plus a proportion of the
wage difference (in home and host countries). The authors estimate BETA as .75 for
wage increases and .3 for wage decreases when implementing shocks. The following data
set shows the results of this equation, and indicates that the wage increases for migrants
to the U.S. of both the skilled and skilled laborers are significant:

24
TABLE 3.2
Percent Change in Real Income (Net of Remittances) of New Migrants by Home and Host
Regions Relative to Their Real Home Income (Prior to Migration) as a Result of the
Movement of Unskilled Workers (%)
This is equal to the change in real income of new migrants divided by the initial income of those same new migrants x 100

Home
Region
Mexico
Eastern
Europe
Former
Soviet
Union
China
Rest of East
Asia
South East
Asia
India
Rest of
South Asia
Brazil
Rest of Latin
America
Middle East
and
Northern
Africa
Southern
Africa
Rest of
World

USA
237
220
362
599
123
684
214
559
134
193
155

1,116
364
Terrie Walmsley, Alan Winters, and Amer Ahmed, 2007.
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TABLE 3.3
Percent Change in Real Income (net of remittances) of new migrants by Home and Host
Regions relative to their real home income (prior to migration) as a result of the movement of
skilled workers (%)
Home
USA
Region
Mexico
83
Eastern
180
Europe
Former
346
Soviet
Union
China
65
Rest of East 14
Asia
South East
336
Asia
India
1
Rest of
138
South Asia
Brazil
29
Rest of
125
Latin
America
Middle East 149
and
Northern
Africa
Southern
262
Africa
Rest of
439
World
Terrie Walmsley, Alan Winters, and Amer Ahmed, 2007.

Labor importing countries experience an increase in real GDP as a result of the
increase in production from labor, as well as increased wages for immigrants. Also, an
increase in the supply of unskilled laborers will decrease wages for unskilled laborers and
raise pay for skilled laborers. Those in favor of immigration reform believe that the
inability of illegal immigrants to move up in society places an unnecessary burden on the
lower class through overpopulation, and depresses the unskilled laborers wages. With
increased immigration and more productivity, there will be an increase in exports, and an
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increase in imports due to a higher purchasing power. Welesley et al. results indicate that
―an increase of 3% of the labor force, which is equivalent to a rise of 27% in the number
of migrants in the USA, raises exports by 4.03% and imports by only .55%,‖27 as people
move from less to more productive economies. As prices decrease, increased exports
outweigh increased imports. When returns to capital increase with a greater supply of
labor, investment and production increase as well. In the opinion of immigration reform
advocates, legalizing millions of immigrants and opening borders would have a positive
effect on the economy of California and the United States as a whole. Furthermore,
advocates argue that raising the labor forces by 3% raises the incomes of permanent
residents. Though perfect substitutability between foreign and domestic workers is
assumed, foreign workers do not experience the benefits of increased returns to capital to
which permanent residents are privy.
Opponents of immigration reform that would open the borders in California feel
that ―states such as California, with large numbers of immigrants, are likely to
disproportionately bear the costs of immigration, while the federal government retains
most of the benefits.‖28 Due to California’s close proximity to Mexico and the fact that
most Mexican immigrants are unskilled laborers, opponents of open borders feel that
during an era of severe budget deficits for the state, California must receive monetary
compensation for the costs associated with legalization: namely for health care,
education, and public assistance programs. Opponents question whether data presented
on the benefits of the Immigration Reform and Control Act (IRCA) are indicative of what
27
28

Terrie Walmsley, Alan Winters, and Amer Ahmed, 2007.

Laura E. Hill, Magnus Lofstrom, and Joseph M Hayes, ―Immigrant Legalization: Assessing the
Labor Market Effects,‖ Public Policy Institute of California (2010)
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a future legalization plan would mean for the California economy, or whether there are
better data sets to use as a reference.
In a study on the effect of immigration in California, the Public Policy Institute of
California used data from 4,486 citizens who were granted Legal Permanent Residence
Status (LPR) in 2003 while working in the U.S. illegally after crossing the border
(―crossers‖), overstaying visas (over-stayers), or gaining legal status prior to immigration.
The respondents replied with their initial wages in the U.S., and their wages after 3 to 14
months post LPR. About half of the respondents were continuously legal, and the
remainder were split evenly between crossers and over-stayers. This data is arguably
more useful than the outdated IRCA, as ―these numbers are comparable to estimates of
mode of entry among the total population of unauthorized immigrants in the nation,
which suggests that approximately 50 percent crossed the border illegally, 45 percent
overstayed a visa, and the remainder violated the terms of a border crossing card.‖29 Data
for the respondents is as follows:
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Laura E. Hill, Magnus Lofstrom, and Joseph M Hayes, 2010.
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TABLE 3.4

Laura E. Hill, Magnus Lofstrom, and Joseph M Hayes, 2010.

To begin analysis on the effect of LPR on wages, the authors compared the
occupational mobility of crossers and over-stayers to the mobility of immigrants who
were continuously legal. The data for occupational mobility is based on the 2000 census
that shows the median earning of immigrants in different employment sectors. Wage
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differences are compared among the three groups to determine how the workers
education level, age, and sex are factors in wages once LPR is granted. Also, the
difference in earnings between the citizens first job with LPR compared to their current
wage will show occupational mobility once legal.
Data clearly shows that crossers and over-stayers were compensated less than
legal residents for their work. Opponents to immigration reform that offers a more open
border believe that the numbers are misleading however, because regression analysis
shows that the discrepancies in earnings can be explained by skill and demographic
factors, instead of a person’s LPR status as the determining factor.
Using OLS on the following regression analysis, the authors attempt to factor in a
persons age, gender, family composition, education, and location in order to determine
the effect being an illegal immigrant on an immigrant’s first wage with LPR.

Laura E. Hill, Magnus Lofstrom, and Joseph M Hayes, 2010. Amongst
immigrants, a regression analysis shows that 12% of the gap in occupational earnings at
the first job post LPR can be explained between continually legal citizens and crossers,
and 10% of the gap between continuously legal immigrants and over-stayers.
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FIGURE 3.4

Laura E. Hill, Magnus Lofstrom, and Joseph M Hayes, 2010.

Similarly, using OLS to estimate the following regression model shows the effects
of LPR on previously unauthorized immigrants’ occupational mobility once they have
become U.S. citizens.

Wage gains for crossers amounted to $3112, over-stayers gained $3,692, and
continuously legal residents were $1700. The gains for the previously legal are
significant, but, like the first wage post LPR, are not necessarily explained by legal work
status. The data explains that though crossers have significant gains in wages once
granted LPR, that the length of the immigrants’ residency in the U.S. could be the leading
factor in explaining higher paying jobs:
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FIGURE 3.5

Laura E. Hill, Magnus Lofstrom, and Joseph M Hayes, 2010.

Since years spent working in the U.S. can be used to explain the wage growth
rather than the benefits of LPR, a comparison of wage growth amongst immigrants who
did not change occupation is important if increased immigration is to raise wages and tax
revenue to support twelve million plus new citizens. Using information from 500 of the
survey participants who reported as low skill laborers, data indicates that the wages of
crossers and over-stayers did not rise after gaining legal status—thus indicating that low
skill occupations do not make wage gains post LPR.
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FIGURE 3.6

Laura E. Hill, Magnus Lofstrom, and Joseph M Hayes, 2010.

Data from the Public Policy Institute of California indicates that only a minimal
number of an immigrant’s wage gain and occupational mobility can be attributed to LPR.
This data contrasts pro-legalization immigration reform data that suggests a legalization
program would lead to better wages and more occupational mobility. Most of the wage
increases in the data set used can be explained by skill level, education level, or years in
the U.S.
Due to the low skill nature of many of the immigrants, an increase in laborers
would push the labor frontier on the Rybczynski model out, but California would not
benefit from more laborers. The capital constraint, however, would be steeper with less
immigrants, and the U.S. would benefit from producing more capital intensive goods
without having to provide social services to low wage workers. Illegal immigrant
legalization would therefore harm the production of high skill goods like technology, and
would favor low skill jobs like agriculture. A reliance on these jobs would be bad for the
California economy due to the increased costs of having to educate millions of
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immigrants. In the short term, illegal immigrant legalization would harm California and
its citizens.
FIGURE 3.7

Theory on immigration reform is a highly debated field of economic study, due to
the sheer number of undocumented immigrants that live in California and the U.S.
Legalization of the almost 12 million undocumented immigrants would undoubtedly have
an effect on GDP and production in the country, and there are opposing sides on the
theory that both speak to benefits of the existence of a more or less open border. Those
who believe that an open border is desirable believe that more immigrants will help with
immigrant and native-born wages, increase GDP, and will alleviate an inflated lower
class. Opposition to an open border is based on the belief that immigrants take jobs from
native born workers, and create an economy that is based more on labor than technology.
Despite which side of the immigration reform one is on, immigration reform is an
important step in curbing illegal behavior, whether illegal laborers are beneficial or
harmful to the economy. The following chapter will include a survey of business owners
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in California’s District 24, where Elton Gallegly, the district congressman and Chairman
on the Subcommittee on Immigration Reform, is pushing legislation that would require
E-Verify for all private businesses.

CHAPTER 4
RESULTS
Interviews
1. What sector do you conduct business in? (restaurant, agriculture, construction,
etc) How long have you been in this business?
A. Landscape Maintenance & Installation (Construction), 15 years
B. Construction/service/repair, 10 years
C. Construction supply, 8 years
D. Restaurant, 30 years
E. Real Estate brokerage and property management (some construction). 30 years
F. Restaurant, 20 years
G. Restaurant, 17 years
2. Due to the fact that California faces a public debt of more than $25 billion,
coupled with an unemployment rate of 12.3% that is one of the highest in the
U.S.A., do you believe that illegal immigrants are a burden on the California
economy, or do the benefits to employers from low skilled, cheap labor outweigh
their costs? i.e health care, education, incarceration, and deportation costs
A. I believe that our States policy of basically allowing illegal immigration absolutely
suppresses wages and ultimately is no benefit to CA employers because of the endless,
inefficient, entitlement programs that are provided by the State. It's a wash and I'd rather
see individuals more self-reliant.
B. I do believe illegal immigrants are a drain on social services. Many children are
enrolled in public schools as English as a Second Language learners, requiring additional
staffing/instruction, Hospital ER’s are used for primary medical care, housing financial
benefits, food stamps, workers compensation cases are all a major impact on state and
local agencies.
C. Our economy demands their services.
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D. The costs you speak of only indirectly affect employers. It is impossible to assess what
these actual costs are and determine their effect. In our business, we follow all required
steps to hire only those legally allowed to work in the US, although it would be naive to
think some are not of legal status. Many of our restaurant employees are Hispanic, which
gives rise to the question of legal status. This ethnic group seems to fill many service
industry jobs in California. It is impossible to tell if that is because of opportunity (or lack
of it), education, motivation, or work ethic.
E. This is a difficult and conflicted issue. Historically, this cheap and transient labor has
helped us prosper in many sectors (agribusiness and service industries) but as integration
occurs the demands on our social systems appear to be overtaxed. I’m not sure if it
balances out or not.
F. Overall it is becoming a negative due to their drain on social services. I believe they
need a path towards becoming legal, taxpaying citizens.
G. The benefits outweigh the costs.
3. Due to the fact that undocumented immigrants comprise around ¼ of the total
U.S. undocumented population of 12 million, is California’s battle with illegal
immigration more substantial than in other states? Does California need to enact
immigration reform more quickly than other states, and push the federal
government to supply more benefits to the state due to the number of immigrants
and the costs associated with their illegal status?
A. I don't think California’s battle is more "substantial" than that other border states. Our
legislators don't have the balls and will never enact "immigration reform".
B. I believe California is highly impacted, but other states are also impacted by large
numbers of undocumented people. Individual states should have the authority to enact
their own reforms to deal with their individual circumstances.
C. Yes, due to the size of our economy and location we are more affected than most
states, and should try to get the federal government to pay their share.
D. State and federal government need to arrive at a mutual agreement on how to deal
with the issue. Throwing more federal funds to the state is likely not the answer. Making
sure that all citizens or legal residents share the burden of costs make the most sense. If
anyone is to take advantage of the available support in the state, then their status should
be first validated. For example, if children are in schools, food stamps, housing,
assistance money, aid to families with dependent children, no-cost medical assistance,
etc, is taken advantage of, then the legal work status must be verified so the money is
going in to these programs in the first place through taxes.
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E. We appear to be the epicenter. I don’t think California enacting tougher or more
expedient policies would realistically work. It needs to be a national effort, but we
(California) should receive some considerations as the major area dealing with the issue.
F. Yes
G. No
4. Do you feel that Form I-9, along with the threat of a government raid, are
effective deterrents for your businesses not to hire undocumented immigrants?
A. You could write a book on this subject alone. The threat of government enforcement
used to be very effective. The fines were significant and the policies were enforced.
Today, it's a joke. An employer cannot terminate or take action against an employee
whose Social Security Number does not match their name. They can only request that
the employee go to the Social Security office and straighten it out.
B. The Form I-9 is simply a piece of paper to record information. As a company we are
compliant and obtain and record the required information. At this time there is no fail
safe avenue for verifying the ID’s that are presented.
C. No. The Form I-9 does not require the name to match the Social Security Number.
D. We only hire individuals with documentation. Records are kept to validate our efforts
in the event of government scrutiny. The documents required, however are too easy to
forge or falsify.
E. While it’s not a burden on my business, it appears that the current system is not
foolproof.
F. No. Raids seem unlikely in my business and the Form I-9 does not require sufficient
documentation.
G. No
5. Do you rely on the work of undocumented immigrants, or do you believe that they
take jobs from documented citizens who are currently unemployed? i.e. are you
overrun with job applications due to the 12% unemployment rate in CA?
A. I do not rely on undocumented immigrants and do not believe in the argument that
legal citizens will not take the jobs that many of the undocumented workers do. I am
inundated with jobs apps these days which is quite a turn-around from just a couple of
years ago when it was extremely difficult to find a semi-skilled, legal, landscape worker.
B. Our industry is fairly specialized, we mainly hire trained and experienced welders. We
have had more people come into our shop over the last 2-3 years looking for work, but
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would not say we are overrun with qualified applicants. I am sure that in some industries
there are undocumented workers filling jobs that might be taking jobs from documented
workers.
C. No, I feel they a very small percentage of available jobs but there really is no way to
know.
D. We do not knowingly hire any undocumented immigrants. We are not overrun with
applicants, although turnover is very low.
E. We do not directly but my guess is some of our vendors rely on them. I guess that
illegal laborers fill some percentage of job vacancies.
F. Some workers are likely to be illegal. Not sure if we would face a hiring shortage if
illegals were removed from the hiring pool.
G. To the best of our knowledge, based on the documentation presented upon their hiring
we have no undocumented workers. That said, the probability that we do employ some
undocumented people is high. I do not believe that they take jobs from documented
citizens who are currently unemployed however, as the number of applications from this
type of worker has not increased during the recession.
6. Do you knowingly hire undocumented immigrants? What percentage (estimate)
of your labor force do you believe they comprise? If not do you feel burdened by
employers who do employ illegal laborers?
A. I have only knowingly hired 1 illegal worker. It was a time when I could not find a
qualified legal worker. This guy was a very skilled, productive worker that I just could
not over look. He's the only guy I paid cash and he wasn't on the books. Actually, now
that I think of it, he worked on your house. He was the first guy I let go when things
started to slow down.
B. We do not knowingly hire undocumented workers. We are very strict about obtaining
the proper ID for all workers hired. Other shops in our industry do hire undocumented
workers. It is difficult to compete with other shops that are paying lower wages, paying
employees under the table, therefore not paying employer taxes and workers comp
insurance on their payroll. This makes it extremely difficult to compete in a competitive
labor construction industry.
C. No. Not sure how to tell. No
D. No. No ways to tell how many employees present false documents. I think all
employers should have the same burden to prove eligibility for employment.
E. No we don’t hire undocumented workers.
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F. No. I think they might make up 25% off our workforce but this is a complete guess. I
think all California restaurants are pretty much in the same boat when it comes to this
issue.
G. We do not, I would not care to hazard a guess, and no.
7. Are you aware of, or do you use E-verify, the free federal government program
that checks an employee’s citizenship status online against federal data of U.S.
citizens?
A. I've never used it but is seems like a great system. If it became mandatory, it would
work. But our politicians just wont do it. It's actually pretty easy to identify an illegal
worker in my business. If you have an 18-25 year old applying for a job with no Drivers
License and speaks little or no English, guess what, he's illegal.
B. I am aware of the E-verify program. I do not utilize it.
C. No
D. Yes I am aware of it but do not use it. I think it should either be mandatory for all or
not used at all.
E. We have looked at it recently, but have yet to formally use it.
F. I am aware of it but have not tried it.
G. I am aware of E-verify but we do not use it.
8. If you have used E-Verify were you satisfied with the program? Is another level of
government oversight without safe harbor provisions too much of a burden on
private business? Are you satisfied with the protection E-Verify offers employers in
case of the accidental hiring of an illegal immigrant?
A. Although I have not used E-verify, I think it should be mandatory.
B. I have used E-verify in the past. Unless the federal government is willing to give
employers a safe harbor, allowing employers to verify ID before hiring an employee, then
I do not see it as an advantage. To require employers to use this system, but not allow
them to take action if ID’s are not verified is a waste of time and money.
C. Yes
D. If employers are to be made to use the system, it better be good. Does not seem to
offer enough protection. Identity theft is likely to increase because it will verify.
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E. We have not formally used the system, so I’m not sure of the protections.
F. Have not used it and remain cautious about using it and refusing employment based on
its results.
G. N/A
9. Of the following forms of immigration reform, which is more beneficial for your
business?
a) Allow more lenient pathways to legal status for immigrants already in the United
States illegally, and create flexible laws for permanent and temporary residency that
would change as the demand for labor in California expands or contracts.
b) A guest worker program that would give temporary work visas to foreigners who
would like to work for a limited time frame. This would not make green cards more
attainable, and would only allow temporary work.
c) More stringent border security, identity checks similar to those in Arizona, mass
deportations of undocumented immigrants, and sanctions against businesses who
hire undocumented workers.
d) Leave the system as it is.
e) other:
A. I think you need parts of a, b, and c. I would secure the border. People with property,
kids who have graduated from our schools, and people who have worked here and
consistently paid taxes should be given some kind of legal status. The "Day-Laborers"
on the corner who will only work for cash and do not pay taxes should be deported and
given no special consideration.
B.
A. I am not a big proponent of amnesty. Laws that change as the demand changes
would be difficult to enforce and trace those already here.
B. Depends on how the limited time frame would be structured/and enforced. As an
employer, I would not want to be responsible for enforcing an expired visa.
C. Hundreds of miles of border are impossible to protect 100%.
D. Current system is not effective.
C. B.
D. B
E. B
F. A
G. I would choose B, but would not limit the length of the term of work.
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10. Do you believe E-Verify should be required by law along with the I9 forms?
Would it benefit your position on illegal immigration reform to have more checks on
employees?
A. It should be mandatory
B. E-verify should not be required unless employers have a safe harbor if using it. Again,
checking ID’s after an employee is hired and not having the right to act if an ID is found
to not be a match is useless. For large employers it definitely would be a burden to be
required to E-verify every employee or potential employee.
C. NA.
D. If it is implemented, it must be for all employers, and laws must be strictly enforced. It
also must make sure information is available to immigrants on how to legally attain
status-not get false papers out of fear or ignorance.
E. Yes, it seems like a step in the right direction and hope simplify the issue.
F. I think E-Verify should be required in conjunction with ―a‖ from question 9. I think
deporting all those who have been allowed (some would argue ―encouraged‖) to settle in
California over recent decades is both unethical and possibly devastating for the
economy.
G. I do not. I think more barriers to hiring qualified and motivated workers can only
harm business.
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Interview Analysis
The above interviews were conducted with seven business owners in Ventura
County California, a county whose House Representative Elton Gallegly is pushing
legislation to make E-verify law as the Chairman of the Judiciary Committee’s
Subcommittee on Immigration Policy and Enforcement. Interviews C and F were
completed by email correspondence, and the rest were completed over the phone. Phone
conversation were recorded then written down afterwards to include main themes. I gave
employers the option of phone or email interview in order to make them more
comfortable in answering truthfully. The employers interviewed above represent most of
the major areas where low skill illegal laborers are hired—including construction, food,
and service sectors. The sectors in which the business owners work made them a great fit
for answering questions about how immigration and hiring legislation would effect small
business.
Though three farmers were asked for interviews and agriculture is undoubtedly
one of main sources of jobs for illegal immigrants in California, I was declined either a
phone or email interview on all occasions and did not know where to look further for
interviews. Due to the fact that the employers who completed interviews do not rely on
the work of illegal immigrants, try to compete fairly in the free market by paying with
paychecks, and are not overrun with applications, there are either other factors that drive
illegal immigrants to the U.S. (instead of jobs as Elton Gallegly suggests) or the
employers are not able to detect false identification from the Form I-9.
Most of the employers find that illegal laborers are a burden on California’s
struggling economy. The employers felt that because the immigrants have no
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socioeconomic mobility, they over-inflate the lower class (the skill class of laborers that
the employers hire), and therefore depress wages of low-skill laborers across the state.
The employers’ answers to Question 2 contradict answers to Question 5, however, as
none of the business’ claim to be overrun with applications. If the lower class is indeed
inflated, then it seems logical that there would be many applications for low skill jobs
with a 12% unemployment rate. This either means that the employers are unknowingly
hiring illegal laborers and thus displacing legal laborers, or the 12.3% unemployment rate
is caused by a significant percentage of the population who does not work and rely on
social services. This sentiment was reiterated by employer G, who stated that they were
not racist, but ―white people are lazy and unmotivated.‖ He used the fact that applications
have not risen at his business since unemployment has risen with the recession.
Though employers C and G find that California’s economy demands illegal labor,
all other employers found that the negative effects of illegal immigration outweigh the
positive effects of cheaper labor and a larger work force. The negative costs of illegal
immigrants residing in California are due to the unreciprocated social benefits that illegal
immigrants receive. The costs to the state of California, which has to deal with the burden
of illegal immigrants more than other states due to the sheer size of the illegal immigrant
population, are significant and employers indicated that they would like federal or state
government involvement in enforcing a new policy. Employers like those interviewed
who attempt to hire legally and thus pay legal wages, employee tax, and employee
insurance, bear the burden of illegal labor far more than businesses who do not hire
legally. The costs of production with legal employment make it very difficult for honest
small businesses to maintain competitive prices with companies in the same sector who
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pay under the table. As Employer B indicated, their business is involved in a competitive
construction sector and has to work even harder keep prices down to cope with unfair
competition from illegal labor.
Elton Gallegly claims explicitly that the reason illegal aliens come to California is
the availability of work, and that E-Verify will stop illegal labor. It seems to both the
employers and me that there are many other incentives provided by the government that
entice illegal immigration. Schools are required to provide English as a Second Language
class instruction free of charge without citizenship requirements. The same goes for
special programs such as ―head start,‖ free lunch meals at school, and free after school
programs. Public hospitals are required to provide medical services to anyone that comes
in without any verification of citizenship status, giving a reason for pregnant illegal
immigrants to come to the U.S. to give birth, which also gives instant citizenship to the
newborn babies. Public assistance money is provided to any financially troubled persons
without proof of citizenship (food stamps, housing assistance, unemployment benefits,
etc.). Illegal citizens are also liable to receive workers compensation benefits. Employer
D recounted a story of an employee who, three years after quitting, sued the business for
workers compensation, though the employee had used three social security numbers in
the past. The business was unable to get out of a costly legal battle, though the employee
was obviously illegal. The incentives for immigration, therefore, may be more
complicated than the simple availability of jobs.
Interviews with the employers showed consistently that business owners are
unhappy with the state and country’s current inability to control illegal labor through
enforcing the border and requiring the completion of Form I-9. A failure to create a fair
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playing field in the secondary market where all employers must hire legal citizens is an
important step in curbing California’s debt. All of the free benefits to illegal laborers that
cost billions of taxpayers’ money serve as an attraction for illegal immigration. This is
possibly equally as much, if not more of a reason that people come to the U.S. illegally.
Though most employers stated that E-Verify was a healthy step towards curbing
illegal labor, I believe that there are two major reasons that implementing mandatory EVerify legislation will anger ―honest‖ employers, like the employers interviewed.
Employers that properly report all wages and pay through a systemized payroll
already attempt to abide by the existing laws to hire and employ only documented
workers. All taxes and benefits are paid for on the employee’s behalf. These employers
will continue to follow the regulations if new requirements are made mandatory.
Employers that are currently cheating the system and paying ―under the table‖ to
undocumented workers will also continue their practices and avoid any new regulations.
The entire burden of increased time and scrutiny is being placed on the honest employer,
and therefore employers should be offered safe-harbor in the case of hiring an illegal
laborer if paperwork is completed. Unless the government becomes more effective in
compliance enforcement, a new regulation requiring E-Verify just makes the playing
field more unequal for honest employers. The government must become effective in not
providing taxpayer money to those who are here illegally if E-Verify is to become fair for
all businesses.
E-Verify, though it is a free program, does not seem to be utilized at all amongst
the small businesses interviewed and the lack of safe harbor provisions seems to be the
biggest deterrence. It is unfair to expect employers to become the enforcement arm of the

46
illegal immigration problem when so many programs that are run by, or paid for by
government agencies do not verify legal status prior to providing social benefits.
On question 9 regarding the options for immigration reform, the majority of
employers preferred a guest worker program that allows for temporary work visas. Those
employers who chose B, however, felt that those illegal immigrants who have established
lives and families in the U.S. already should be offered a pathway to legality, similar to
what happened in 1986 with the IRCA. Employer F even stated that they believed in a
more lenient legalization system. Due to the employers’ willingness to allow for labor
from immigrants, I do not believe that any of the employers’ negative feelings on illegal
labor are associated with racism, but rather a genuine concern for the state of California’s
economy and debt.
The results of this chapter have indicated that in order to divulge whether a
program like E-verify would truly deter illegal immigrants from staying in and/or moving
to the United States, further research would need to be done concerning the draw of free
social services to these illegal immigrants. Through analysis of what percentage of the
illegal population relies on government or employer aid, one could get a better
understanding of how E-Verify would affect the secondary labor market in California.

CHAPTER 5
CONCLUSION
This thesis set out to gauge the possible effects of immigration reform, and how
legislature requiring E-Verify could affect small business in California that rely on lowskill, low-wage workers. The thesis includes interviews with seven employers in
California who represent several of the low skill labor sectors that illegal immigrants in
California rely on for work. The thesis gauged willingness to use E-Verify by these
employers by means of interviews. E-Verify is the government sponsored employee
verification system that checks an employee’s name against federal data of legal citizens.
First, this Background chapter of the thesis explored the problem that California’s
taxpayers and laborers face because of the effects of some 3 million illegal immigrants in
the state. The background creates the motivation for the thesis, as the House
Representative from the county of the employers interviewed has called for the use of EVerify as a way to combat the availability of jobs for illegal immigrants who come to the
U.S.. Although employment is definitely a draw for illegal aliens to come to the U.S.,
based on the interviews conducted, further research would be needed to demonstrate
whether or not jobs would be the primary reason for the number of illegal immigrants.
The number of government programs to help aid citizens regardless of legal identification
is vast and includes programs of many benefits (i.e. food stamps, welfare). Gallegly here
makes clear that it is up to the employer to enforce immigration laws, rather than
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acknowledging the effect that free social services play in encouraging immigrants to
move to California illegally.
Chapter 3 takes an in-depth look at immigration theory, and the effects that
different legislation could have on the economy of California. Reasons for advocating
mass legalization were discussed and were compared to a different perspective that says
illegal immigrants are a drain on the economy, especially the lower class. Though both
arguments differ in practice, they both agree on the fact that the amount of people
breaking the law by working illegally must be changed. Using the Rybczynski Theorem,
the effects of illegal immigration and labor class were analyzed to show how immigrants
would affect California’s capital constraint and labor constraint.
Data collected from interviews with small business owners indicates a real
concern for the amount of illegal labor in California. As a drain on social services, most
employers felt that E-verify is a step in the right direction in filling the verification gaps
that the Form I-9 has left open for illegal laborers, though identity theft is a concern that
will arise from the use of E-Verify. Because E-Verify only checks to make sure that a
person’s name matches their Social Security Number, identity theft is a significant
apprehension as illegal immigrants would not be able to present fake documents. Though
E-verify might help to deter illegal labor, it will not solve the immigration problem, as
employers who already follow the law and attempt to legally hire workers will face an
even larger burden, and those conducting illegal business will continue to pay workers
under the table.

APPENDIX A
Questions for Business Owners on Illegal Labor
Colorado College Senior Thesis
Elton Gallegly, House representative of California District 24, was recently
elected the Chairman of the Subcommittee on Immigration and Policy Enforcement. In a
statement issued February 14, 2011, Representative Gallegly advocated the use of EVerify, a free government program used to verify potential employee’s citizenship status
against government records. Rep. Gallegly believes E-Verify is part of a solution to the
California’s, and the country’s unemployment and debt problems: ―The biggest magnet
for illegal immigrants is jobs. So we owe it to the American people to do whatever we
can to reduce the number of American jobs going to illegal immigrants. The E-Verify
program helps to do just that.‖
I am a senior economics major at Colorado College, and for my thesis I am
conducting research on the impact of illegal immigration on the economy of the state of
California. I would like to ask you some questions on how illegal immigration and new
legislation on immigration enforcement would affect you as a business owner/manager in
California. The focus of this research is on how various immigration enforcement
measures/proposals affect peoples’ ability to conduct business in California. In this thesis
you will only be identified by the type of business that you conduct: neither your name
nor the name of you business will be included in the thesis.
My questions are as follows:
1.What sector do you conduct business in? (restaurant, agriculture, construction, etc)
How long have you been in this business?
2.Due to the fact that California faces a public debt of more than $25 billion, coupled
with an unemployment rate of 12.3% that is one of the highest in the U.S.A., do you
believe that illegal immigrants are a burden on the California economy, or do the benefits
to employers from low skilled, cheap labor outweigh their costs? i.e health care,
education, incarceration, and deportation costs
3. Due to the fact that undocumented immigrants comprise around ¼ of the total U.S.
undocumented population of 12 million, is California’s battle with illegal immigration
more substantial than in other states? Does California need to enact immigration reform
more quickly than other states, and push the federal government to supply more benefits
to the state due to the number of immigrants and the costs associated with their illegal
status?
4. Do you feel that the I9 employment form, along with the threat of a government raid,
are effective deterrents for your businesses not to hire undocumented immigrants?
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5. Do you rely on the work of undocumented immigrants, or do you believe that they take
jobs from documented citizens who are currently unemployed? i.e. are you overrun with
job applications due to the 12% unemployment rate in CA?
6. Do you knowingly hire undocumented immigrants? What percentage (estimate) of
your labor force do you believe they comprise? If not do you feel burdened by employers
who do employ illegal laborers?
7. Are you aware of, or do you use E-verify, the free federal government program that
checks an employee’s citizenship status online against federal data of U.S. citizens?
8. If you have used E-Verify were you satisfied with the program? Is another level of
government oversight without safe harbor provisions too much of a burden on private
business? Are you satisfied with the protection E-Verify offers employers in case of the
accidental hiring of an illegal immigrant?
9. Of the following forms of immigration reform, which is more beneficial for your
business?
a) Allow more lenient pathways to legal status for immigrants already in the United
States illegally, and create flexible laws for permanent and temporary residency that
would change as the demand for labor in California expands or contracts.
b) A guest worker program that would give temporary work visas to foreigners who
would like to work for a limited time frame. This would not make green cards more
attainable, and would only allow temporary work.
c) More stringent border security, identity checks similar to those in Arizona, mass
deportations of undocumented immigrants, and sanctions against businesses who hire
undocumented workers.
d) Leave the system as it is.
e) other:
10. Do you believe E-Verify should be required by law along with the I9 forms? Would it
benefit your position on illegal immigration reform to have more checks on employees?
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