






standard of living for U.S. citizens. 

4. More secure borders. 

V. The Model 

The impact of a market for immigration on the decision to immigrate illegally can be more 
formally specified using a standard migration model: 

T 

(1) PDV = L (Bnt - Bot)/(l +rY - C, 
t=1 

where PDV = present discounted value of migration 
Bnt = expected utility derived from new job in year t 
Bot = expected utility derived from old job in year t 
r = subjective rate of time preference 
C = expected utility lost in the move itself 
T = length of time (in years) one expects to work in job n 

In this model, an individual will migrate ifPDV is positive, hence the probability of migration 
is directly related to Bnt and T, and is inversely related to BOb r, and C. We can compare the likelihood 
of a given potential immigrant entering the U.S. legally or illegally by looking at the differences in Bnb 
C, and T for legal and illegal entry. The expected utility derived from the new job in a given year (Bnt) 
would likely be higher for legal immigrants than for illegal immigrants for at least two reasons. First, 
employers of legal immigrants cannot easily pay their workers wages less than the minimum wage or 
the competitive wage, if higher than the minimum wage. In addition, legal immigrants will have 
legitimate social security numbers and their employers will almost surely make the required social 
security contributions for their workers. Hence, legal immigrants can expect to earn a higher wage 
than illegal immigrants, and will more likely receive social security retirement benefits, both of which 
would result greater expected utility from working in the United States. Second, legal immigrants do 
not need to worry about deportation. The elimination of this stress factor would undoubtedly increase 
the expected utility derived from work for legal workers. 

If a potential immigrant can purchase a legal entry permit into the United States, the cost of the 
move, in terms of lost utility (C), would be greatly reduced relative to the fmancial, emotional, and 
physical costs of entering the United States illegally. Also, because of the possibility of detection and 
deportation, the length of time an illegal immigrant would expect to work in a new job in the U.S. (T) 
would be shorter than that expected by a legal immigrant, ceteris paribus. For all three reasons, 
then-greater expected utility from the new job, small expected utility loss from the move, and longer 
time horizon-if legal entry into the United States is an option for potential immigrants, that option 
would most likely be chosen. In fact, the larger value of legal immigration vis-a-vis illegal 
immigration would induce potential immigrants to pay a premium for the right to immigrate legally. 
The lower demand for illegal entry would reduce the reward for immigrant smuggling, as well, 
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resulting in fewer smugglers and even greater risk-and lower likelihood-of illegal entry. 

An interesting aspect of the immigration model is the role of the subjective rate of time 
preference, r. For given values of the other variables in the model, the lower the rate of time preference, 
the greater the reward for immigration. The implication of this characteristic of the model is that, other 
things being equal, those most likely to immigrate (legally or illegally) are those with the lowest 
subjective rate of time preference. For the economy as a whole, lower rate of time preference-greater 
willingness to wait for gratification-is a positive factor for economic growth, since individuals with 
lower rates of time preference are more likely to save, and saving is necessary to finance the 
investment in real and human capital that drives economic growth. This self-selection on the basis of 
time preference is an important, but often-overlooked aspect of immigration that has a positive impact 
on the economic well-being of society, ceteris paribus. 

IV. Conclusions 

The illegal market for immigration that exists because of excess demand for the limited 
number of legal admissions into the United has led to significant costs imposed on U.S. society. The 
strain on states' social services budgets and on their legal systems, the increased crime rates, and the 
perceived danger to national security because of unsecured borders has made illegal immigration one 
of the most important political issues in the United States. A legal secondary market for immigration 
permits would eliminate the shortage in the market by establishing a market-clearing price for legal 
immigration into the U.S. and would greatly reduce the market for illegal immigration. This reduction 
in illegal immigration would lead to a concomitant reduction in costs to U.S. taxpayers, a higher 
standard of living, and a more secure society. An immigration system in which qualified individuals 
who have received immigration permits are allowed to sell these permits in a secondary market to 
other qualified individuals would improve the economic well-being of both the buyer and the seller, 
and would ensure that those who legally immigrate to the United States are those who most highly 
value the immigration opportunity. 
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