











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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