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In response to your letter of October 22, 1985, we synthesized existing
studies on the effects of illegal alien workers on the U.S. labor market.
As you requested, in our first report (GAO/PEMD-86-9BR), we examined the
first of three questions on these effects: Do illegal alien workers displace
(that is, take jobs away from) native or legal workers? We found that
available research was limited and had significant methodological weak-
nesses for the purpose of answering this question. However, the most
useful studies suggested that illegal alien workers may displace native
or legal workers: That is, our answer was a highly qualified “yes.”

In this report, we examine the two remaining questions:

1. Do illegal alien workers depress wages and worsen working conditions
for native and legal workers?

2. Is the presence of illegal alien workers in an industry associated with
a declining business environment?

For both questions, we found again that useful evidence was scarce.
Many of the studies could not or did not adequately differentiate
between illegal alien and legal immigrant workers. Studies that did per-
mit (with varying degrees of accuracy) differentiation by legal status
were generally limited in ways which constrain generalizability. Accord-
ingly, our answers to both questions are again caveated.

With regard to the first question, our answer is a qualified “yes.” Our
major finding, based primarily on results from nine case studies, is that
illegal aliens do, in some cases, exert downward pressure on wages and
working conditions within low-wage, low-skilled jobs in certain labor
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markets. The four case studies that supported this finding examined ille-
gal alien workers in competition for the same jobs with legal or native
workers. Competing native or legal agricultural workers, food process-
ing workers, and janitors in specific labor markets suffered depressed
wages or worsened working conditions as employers in these sectors
began to hire a higher percentage of illegal workers.

In three other sectors and labor markets, the effect of illegal workers on
legal or native workers’ wages and working conditions overall could not
be determined. The five case studies on these sectors or markets pro-
vided evidence that the increased supply of workers for some job cate-
gories, in some business and industry sectors such as the garment
industry, depressed wages for some native or legal workers but, at the
same time, by stimulating business, also expanded employment opportu-
nities and wages for other legal and native workers in complementary,
usually skilled occupations. None of these studies, however, permitted
an assessment of net effects. This suggests that the effects of illegal
workers on the wages and working conditions of native or legal workers
are not automatically in the direction of depressing those conditions,
and that those effects depend on a number of factors, of which the ille-
gal status of the workers is one.

We found that two other types of evidence—wage data on illegal work-
ers and wage data on workers in communities that differed on the pres-
ence of international migrants—were overall not useful for addressing
the first question. Although some of these wage data were consistent
with case study evidence indicating that illegal alien workers can exert
downward pressure on wages within low-wage, low-skilled jobs in cer-
tain labor markets, they are open to different interpretations. We
examined wage data on illegal alien workers and wage data on workers
in communities that differed on the presence of international migrants
because they are used in policy debates on the effects of illegal alien
workers on the labor market.

With regard to the second question, our answer is a qualified ‘no.” Evi-
dence from case studies revealed that illegal aliens were found in
expanding and in stable industries as well as in declining or contracting
industries. These expanding or stable industries or sectors included food
processing, building maintenance, restaurants, and agriculture. Addi-
tionally, when illegal aliens were found in declining industries, they
were located in healthy subsectors. These declining industries were auto
parts, garments, and shoes. The presence of a relatively low paid and
flexible international migrant work force may have lowered employers’
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labor costs and prevented the decline of the studied sectors. However,
the limited number of sectors and areas studied restricts generalizations
beyond the case studies.

We note, however, that to the extent that these results are generalizable
and the employer sanctions and other provisions of the—fﬁmigration
Reform and Control Act of 1986 (Public Law 99-603) aimed at restrict-
ing the availability of illegal labor are successful, wages for legal or
native workers should rise and sectors previously dependent on illegal
workers may experience considerable stress. That is, our report may
provide an early warning of the severity and location of these stresses
in industries such as high-fashion shoes, garments, and perishable agri-
cultural crops.

To complete this evaluation synthesis, we identified relevant studies by
searching computerized data bases, contacting experts on the topic, and
circulating our bibliography to about 20 experts. We reviewed 36 studies
for relevance to the questions and technical quality and pooled informa-
tion from the 26 most useful or technically sound studies for each of
three types of evidence. We describe our methodology in greater detail
in appendix II.

As we discussed with your office, we offered the departments of Justice
and Labor (DOL) the opportunity to review and comment on our draft
report. The Department of Justice did not provide comments on the
draft report. The Department of Labor provided comments, which are
reprinted in appendix III with our responses to them. These comments
largely concern one part of one section of the report. The agency’s main
comment was that the report overemphasizes the possible positive
effects for native or legal workers that may result from the presence of
international migrants. In response to the comments, we have made
some minor modifications to the report, but these do not affect our
answers to the two questions we address.

As we arranged with your office, we are sending copies of this report to
the other member of the Senate Subcommittee on Immigration and Refu-
gee Policy and to the chairman and ranking minority member of the Sen-
ate Committee on the Judiciary. Copies will be made available to others
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who request them. Please call me (202-275-1854) or Dr. Lois-ellin Datta
(202-275-1370) if you have any comments or questions.

Sincerely yours,

B L

Eleanor Chelimsky
Director

Page 4 GAO 'PEMD-88-13BR Legal and Illegal Workers' Wages and Working Conditions



Page 5 GAOQ/PEMD-88-13BR Legal and Iliegal Workers’ Wages and Working Conditions



Contents

Letter 1
Section 1 8
Introduction Background 8
Empirical Studies 9
Objectives, Scope, and Methodology 11
Theory 13
Report Organization 15
Section 2 16
Do Iuegal Alien Wage Data on Illegal Workers 16
Findings 18
Workers Depress Wage Data on Workers in Communities That Differed on 22
Wages and Worsen the Presence of International Migrants
Working Conditions Case Study Data on Wages and Working Conditions 27
. Conclusions 41
for Native or Legal
Workers?
Section 3 43
Is the Presence of Available Evidence 43
. Findings 43
Hlegal Workers. Inan  cusions 47
Industry Associated
With a Declining
Business
Environment?
Appendixes Appendix [: Request Letter 48
Appendix II: Detailed Description of Method 49
Appendix III: Comments From the Department of Labor 57
Tables Table 2.1: Description of Studies That Reported on Illegal 17
Workers’ Wages
Table 2.2: Average Ratios of Wages to the Minimum Wage 18
for Illegal Workers by Data Source
Table 2.3: Other Statistics on Ratios of Wages to the 18

Minimum Wage for IllegalWorkers by Data Source

Page 6 GAO 'PEMD-88-13BR Legal and Illegal Workers' Wages and Working Conditions



Contents

Table 2.4: Description of Studies That Compared Legal 20
and Illegal Workers on Wages
Table 2.5: Description of Studies on Wages in 23
Communities That Differed on the Presence of
International Migrants
Table 2.6: Description of Case Studies on Legal and Illegal 28
Workers’ Wages and Working Conditions
Table 2.7: Janitorial Wages in Nonmanufacturing 41
(Service) Firms in Los Angeles (1978-1985)
Table 2.8: Employment of Janitors, Selected Years 4]
Table I1.1: Quality Considerations for Case Studies on 52
Illegal Aliens
Table II.2: Quality Considerations for Non-Case Studies on 53
Illegal Aliens
Figure Figure 1.1: Our Process for Selecting Studies for Review 12
Bibliography 67

Abbreviations

DOL Department of Labor

FLC Farm Labor Contractor

GAO General Accounting Office

INS Immigration and Naturalization Service
SEIU Service Employees International Union
SIC Standard Industrial Classification

SMSA Standard metropolitan statistical area
UFW United Farm Workers

Page 7 GAO /PEMD-88-13BR Legal and Illegal Workers' Wages and Working Conditions



Section 1

Introduction

Background

In a letter dated October 22, 1985, the chairman and ranking minority
member of the Senate Subcommittee on Immigration and Refugee Policy
asked us to assess the effects of illegal alien workers on the U.S. labor
market, using the results of already completed research. We address
three questions on these effects:

1. Do illegal alien workers displace (that is, take jobs away from) native
or legal workers?!

2. Do illegal alien workers depress wages and worsen working conditions
for native or legal workers?

3. Is the presence of illegal alien workers in an industry associated with
a declining business environment?

This is the second of two reports on our findings. In our first report,
Illegal Aliens: Limited Research Suggests Illegal Aliens May Displace
Native Workers (GAO/PEMD-86-9BR, April 1986), we reviewed studies on
the employment-related characteristics of illegal workers and on actual
displacement effects. We found that although the information was lim-
ited, it suggested that illegal alien workers may displace or take jobs
away from native or legal workers.

This report addresses the second and third questions. These questions
and the first question on displacement are interrelated. To give a hypo-
thetical example, the presence of illegal workers could depress wages
and worsen working conditions. In turn, these effects could lead to dis-
placement by encouraging employers to actively recruit illegal workers
instead of native or legal workers. However, wage depression and wors-
ened working conditions could also result from employer attempts to
contain costs and remain in operation in a declining business environ-
ment such as that brought on by stiff foreign competition. These
attempts could be aided by the presence of illegal workers and, if suc-
cessful, could benefit any complementary and remaining legal workers
who would lose their jobs in the event of firm or industry failure.? Thus,
wage depressive effects could be at the same time harmful to one group
of native or legal workers who compete for jobs with illegal workers and

'llegal alien workers include aliens who enter the country illegally and obtain employment as well as
aliens who enter legally but work in violation of the terms of their visas. Native or legal workers
include U.S citizens (both naturalized and by birth), legal immugrants, and other workers who have a
legal right to work International mugrants include both illegal aliens and legal immgrants.

A complementary native or legal worker is one who works in the same industry as an illegal worker
but in a job not normally occupied by the illegal worker
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Introduction

Empirical Studies

beneficial to another group of native or legal workers who depend on
the continuing viability of an illegal-worker-impacted industry for their
Job security.

These three questions remain relevant despite the recent enactment of
immigration reform legislation. First, although the legislation is intended
in part to discourage illegal immigration, it is unlikely to be completely
successful in this regard. Given increasing “push” factors in many tradi-
tional sending countries (for example, due to worsening economic condi-
tions), illegal immigration to the United States is likely to continue,
though probably at a lower rate. This is especially true in the short
term, before the legislation is fully implemented. Hence, continued con-
cern about the effects of illegal aliens on the labor market is warranted.
Second, to the extent that illegal immigration is decreased, our analysis
may give advance notice of what will happen to wages and working con-
ditions of native and legal workers as the supply of illegal workers
decreases.

We found three types of evidence from empirical studies useful for
addressing the second and third questions. They are data on illegal
workers' wages, comparisons of workers in communities that differed on
the presence of international migrants, and data from case studies.
Although all three types of evidence were used in examining the influ-
ence of illegal workers on wages, only the case study data were relevant
to the effects of illegal workers on working conditions and to the associ-
ation of illegal workers in an industry with a declining business environ-
ment for that industry.

The first type of evidence for addressing the second question on wages
and working conditions comes from comparisons of illegal workers’
wages with the minimum wage and with legal workers' wages. Because
it is cross-sectional and indirect, this information can address only
whether or not illegal workers are likely to compete unfairly with native
or legal workers at a given time and, thus, place downward pressure on
wage levels or wage growth.

A second type of evidence on wages comes from comparisons of wages
in labor markets that differed with regard to the concentration of inter-
national migrant workers. This type of evidence takes a broad view of
labor market phenomena and yields estimates of the probable impact of
international migrant workers on wages. It also is cross-sectional and
indirect.
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The third type of evidence is from case studies that examine the wages
and working conditions of international migrant workers in specific
industries or sectors in labor markets in specific communities or other
limited geographic areas. This is the only type of evidence that
addresses whether or not illegal workers adversely influence both the
working conditions and wages of legal workers; the other two types bear
only on wage effects. The industries or sectors studied by researchers
include agriculture, building maintenance, food processing, garments,
restaurants, and shoes. These studies provide information over time on
the institutional changes involving illegal workers that can influence the
wages and working conditions of legal or native workers and the associ-
ation between the presence of illegal workers in an industry and a
declining business environment. This type is more direct than the other
two types in that it can illustrate the processes and events that lead to
labor market outcomes.

Our experience in the prior synthesis on illegal workers (GA0;,
PEMD-86-9BR) suggested the general lesson that wage depression is harder
and harder to detect at levels of analysis beyond or above a highly local-
ized and occupation-specific labor market. For example, we found evi-
dence of displacement of legal citrus pickers by illegal ones in Ventura
County, California, but those effects probably would not be evident in
data on agricultural workers in central California generally and even
less so at higher levels of aggregation such as unskilled workers in the
state. Thus, case studies that concentrate on specific industries or sec-
tors in labor markets in specific communities may be better able to
detect wage depression than aggregate data.

Each type of evidence suffers from limitations that explain why conclu-
sive responses on the issues have remained elusive. While some of the
limitations are unique to the type of evidence, others are shared by the
types. One significant common problem is that the studies cannot com-
pletely separate the effects of illegal aliens from those of legal immi-
grants. Because the illegal alien population is “‘hidden,” illegal aliens are
difficult to identify with certainty. Also, many of the labor markets
where international migrant workers congregate are composed of both
illegal alien and legal or native workers. Out of necessity, nearly all
studies on the effects of illegal aliens use information on these ‘‘compos-
ite groups”’—groups composed of varying and often unknown propor-
tions of illegal and legal or native workers. As a result, studies cannot
isolate the effects of illegal workers from those of other workers with
complete certainty.
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Objectives, Scope, and
Methodology

A second limitation shared by the studies as a whole is their limited
scope. That is, studies are unable to measure the effects of all segments
of the illegal worker population, which is more heterogeneous than was
previously believed. This limitation is, of course, related to the difficulty
of studying a hidden population. While illegal workers have been identi-
fied in a wide range of occupations and industries, studies of the labor
market effects of illegal workers have concentrated on the secondary
labor market. Similarly, studies have concentrated almost exclusively on
illegal workers in Texas and California, though the Bureau of the Census
estimates large numbers distributed in numerous other geographical
areas. These restrictions of the studies’ scope limit the generalizations
that can be made.

As noted, the objectives of this review were to address the second and
third questions using extant research. These issues define our project’s
objectives.

We applied the evaluation synthesis methodology to the available
research. This approach has three steps: identifying relevant research;
assessing the quality of studies; and combining results across studies,
taking research quality and other characteristics into account.

Figure 1.1 (on the next page) outlines the process we used to identify the
research. We developed several overlapping strategies to identify poten-
tially relevant studies. These strategies yielded 230 reports that were
systematically screened and reduced to 36 relevant studies. Many of
these studies were not undertaken to examine the effect that illegal
aliens may be having on the wages of native or legal workers but, never-
theless, presented data that appeared to be relevant to that issue. We
systematically assessed the quality or usefulness of these 36 studies for
addressing our questions. Ten studies that failed to meet minimum qual-
ity criteria or reported noncomparable earnings data were excluded
from analyses. The 26 remaining studies met our methodological criteria
and were used in the analyses of the effects of illegal workers on wages
and working conditions. These studies included 14 studies with descrip-
tive information on illegal workers' wages; 4 studies on wage compari-
sons between communities that differ on the presence of international
migrant workers; and 9 case studies that focus on the role of interna-
tional migrant workers in 7 specific industries or sectors.
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Figure 1.1: Our Process for Selecting Studies for Review
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¢ The sum of the number of studies by type of evidence (27) exceeds the number of studies used
in section 2 (26) because one study provided two types of evidence Similarly, the sum of the

number of studies used In sections 2 and 3 (36) exceeds the number of studies used overall (26)
because all of the section 3 studies were used In section 2

We addressed the question of whether or not the presence of illegal
aliens in an industry is associated with a declining business environment
by cumulating evidence from 10 case studies of 8 different industries or
sectors. These studies are the same ones that provided case study evi-
dence for addressing the wage and working conditions question, plus
one additional case study on the auto parts manufacturing industry or

sector.

In the third step, we combined study results by question and type of
study. We sought to take the methodological features of studies into
account in combining their results and we avoided accepting any one
theoretical perspective on how the labor market functions as a frame-
work. Instead, we attempted to use aspects of various perspectives to
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highlight relevant empirical evidence for analysis and the potential limi-
tations of this evidence. For clarity, we discuss these theoretical per-
spectives in the next section.

The ory In general, an increase in the number of potential workers will tend to
reduce prevailing wage levels. This would occur whether the increase is
the result of the growth of the native population, legal immigration, or
illegal immigration. In a competitive, nonsegmented labor market, inter-
national migrants compete according to their skills just like any other
workers. Wages would tend to be depressed if the supply of interna-
tional migrant labor increases with no increase in labor demand or if
demand increases less rapidly than the supply of international migrant
labor increases.? Whether or not an increase in the number of illegal
aliens seeking employment translates into an actual decrease in wages
depends on the particular conditions in the labor market, including the
presence of other, offsetting pressures.*

Labor markets may be restricted in numerous ways, so the theory of
competitive movement of native, legal immigrant, and illegal alien work-
ers may not reflect reality. We refer to a labor market with these restric-
tions as a segmented labor market, meaning that the workers in one
segment (for example, a specific occupation in a specific geographic
location) do not compete for jobs with workers in another segment.> For
example, if there are jobs that legal or native workers will not take, ille-
gal workers compete for those jobs with other illegal workers. In this
situation, increases in the number of illegal workers will depress the
wages of other illegal workers but will have nu direct effect on the
wages of other workers. Another way in which a labor market may be
segmented is by level of skill or training. If illegal workers are primarily
unskilled and if unskilled workers do not compete directly with more

3If the demand for labor is increasing, whether wages tend to rise, fall, or remain roughly constant
depends on how fast demand is increasing relative to the increase in the number of workers seeking
employment at the prevailing rate. If the demand for labor at prevailing wage rates is increasing
faster than the number of potential workers, wage levels will tend to nse: if demand is rising more
slowly than the number of potential workers, wage levels will tend to fall. In either case. wage levels
will be lower than they would have been in the absence of the increase in the number seeking employ-
ment, but they may nonetheless be increasing.

4In addition, wage rates do not adjust instantaneously to changes in either demand or supply. Any
effect that the illega! immigration has may be observable only after several years have elapsed. An
analysis that looked only at the wages of illegal worker and legal worker groups at a particular time
may be observing the situation either prior to, part way through, or at the completion of the wage
adjustment process.

5Strictly segmented labor markets may be rare.

Page 13 GAOQ/PEMD-85-13BR Legal and Illegal Workers' Wages and Working Conditions



Section 1
Introduction

highly skilled workers for employment, an influx of illegal workers will
lower the wages of the unskilled workers with whom they compete. The
influx would not have a direct effect, however, on the wages of other
categories of workers.

Although illegal immigration may not have a direct effect on the wages
of other categories of workers when labor markets are segmented, illegal
immigration can have an indirect effect that can be either positive or
negative.

1. Positive effects. To the extent that two categories of workers are
employed in producing goods or a service, an increase in illegal immigra-
tion may actually increase the wages of the category with which the
illegal aliens are not directly competing. For example, this would occur if
a substantial fraction of the labor required by the luxury restaurant
industry was of the type supplied by illegal workers, such as busing or
washing dishes, if the increase in illegal immigration reduced employer
costs by enough to allow them to reduce the price they charge for their
meals, and if the lower price for the meals led, in turn, to increased unit
sales. The increase in sales would tend to increase the demand for the
noncompeting category of workers, such as chefs or waiters.

2. Negative effects. To the extent that illegal workers are employed by
firms that produce a particular type of product that competes with the
product produced by firms that employ other kinds of workers, the
increase in illegal immigration may reduce the wages of the other cate-
gory of workers. The reduction occurs because of competition between
products rather than directly between workers. Thus, if an influx of ille-
gal workers lowered the costs of operating a moderately priced, full-ser-
vice restaurant, workers who gain their livelihood in firms that compete
with such restaurants (for example, fast food restaurants or firms pro-
ducing ready-to-eat food for sale in supermarkets) will experience a
reduction in the demand for their services. This, in turn, will put down-
ward pressure on the wages they pay their employees.*

We used the insights from these two perspectives to assist us in selecting
relevant empirical evidence for analysis, and in interpreting this evi-
dence and understanding its potential limitations. For example, the

SThese are not the only complications one could consider. But they are sufficient to aliow one to gain
an appreciation of why it is very difficult to discern the full effect of illegal immigration from an
empincal analysis based on generally available wage data
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Report Organization

insights of the segmented labor market approach were useful in select-
ing studies that compared the wages of illegal and legal workers. Since
our aim was to choose studies with information on those illegal and legal
worker groups that were likely to compete with one another, we used as
study selection criteria some of the indicators of the absence of labor
market segments that are suggested by this perspective: similarity of
the illegal and legal workers in terms of occupation, industry, skill level,
and geographic area. Failure to consider these factors in an analysis
would leave open the alternative explanation that illegal and legal work-
ers were in different labor market segments and thus unlikely to influ-
ence one another’s wages.

The more general competitive-perspective was useful in identifying
some of the potential limitations of studies that examined differences in
wages among communities that differed on the presence of international
migrant workers. For instance, since an increased supply of interna-
tional migrant workers may, over time, have indirect effects on commu-
nities other than the ones originally affected, cross-sectional
comparisons of communities that experience direct effects with commu-
nities that experience indirect effects may underestimate the full impact
of international migrants.

Section 2 presents our findings on the effects of illegal workers on legal
or native workers’ wages and working conditions. In section 3, we dis-
cuss the association between the presence of illegal workers in an indus-
try and a declining business environment. Appendix II describes our
methodology in greater detail, and the bibliography lists the studies we
reviewed. The bibliography includes references for 40 reports: 30
reports on 26 basic studies that met our methodological criteria and
were used in the synthesis, and 10 reports on 10 studies that did not
meet our criteria and were not used. In appendix III, we present com-
ments from the Department of Labor on this report and our responses to
these comments.
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Section 2

Do Illegal Alien Workers Depress Wages and
Worsen Working Conditions for Native or

Legal Workers?

Wage Data on Illegal
Workers

Our qualified answer to the above title question is that illegal workers
do, in some cases, depress wages and worsen working conditions for
native or legal workers who directly compete with them for jobs. Three
types of evidence—wage data on illegal workers, wage data on workers
in communities that differed on the presence of international migrants,
and case study data—were used to examine the effects of illegal work-
ers on the wages of legal or native workers; only one type of evidence,
case study data, provided information on the effects of illegal aliens on
working conditions for legal or native workers. Technical limitations on
the case study evidence as well as on the other two types of evidence
constrain our conclusions.

Data on illegal workers’ wages, the first type of evidence, were used in
comparisons with the minimum wage, which is the legal lower limit for
wages, and with legal or native workers’ wages. The comparisons with
the minimum wage indicated that illegal workers’ wages are low. The
comparisons of legal and illegal workers’ wages were not sufficiently
strong for our purpose of examining the effects of illegal workers on the
wages of legal workers.

Comparisons With
Minimum Wage Rates

Available Evidence

Comparisons of illegal workers’ wages with the minimum wage allowed
us to combine data from several small studies to describe the distribu-
tion of studied illegal workers’ wages. That is, they permitted the aggre-
gation of wage data from different samples of illegal workers collected
at different points in time.

Several studies reported the earnings of samples of illegal alien workers.
We reviewed 23 of these studies plus unpublished INS data on employed
illegal workers who were apprehended in 1985. Of the 23 studies, 14
were useful. (See table 2.1.) The remainder had significant methodologi-
cal weaknesses or noncomparable earnings data. Most of the studies
were small cross-sectional surveys done within communities or indus-
tries in California and Texas. The majority of illegal workers studied
were Hispanics. Most illegal workers on whom settlement data were
available had been in the country for more than 6 months. Although
illegal workers were found in a wide range of occupations, they
appeared to be concentrated in less skilled and blue collar occupations.

Page 16 GAO /PEMD-88-13BR Legal and Illegal Workers' Wages and Working Conditions



Section 2

Do Ilegal Alien Workers Depress Wages and

Worsen Working Conditions for Native or

Legal Workers?

|
Table 2.1: Description of Studies That Reported on lllegal Workers’ Wages

lllegal worker

Measurement of iegal

Study Study period Location sample* Data source status
Cardenas (1976) 1975 San Antonio, TX 75 Mexican community  Survey of residents in  Identification by key
residents low-income area informants
Cardenas & Flores 1978-1979 Houston, TX 138 community Surveys of parents of  Self-identification
(1980) residents or persons children in school for
receiving services at an undocumented and of
immigration aid center  persons receiving
services at an
immigration aid center
Community Research ~ 1979-1980 San Diego County, CA 114 aliens Survey of aliens Legal test®
Associates (1980) apprehended by INS detained at INS centers
Johnson & Wilhams 1979 St. Louts, MO area and 8 Mexican community  Survey of residents and Self-identification,
(1981) southeastern IL residents researchers’ observation
observations
Kubiske (n.d ) 1984 Mexico City, Mexico 813 Mexican appiicants Survey of applicants Self-identification
for U.S visas who had spent time in
U.S. illegally
Maram (1980) 1979 Los Angeles County, 244 Hispanic restaurant Survey of workers In Self-identification
CA workers workplace
Mines & de Janvry 1978-1979 Town of Los Animas, 41 male community Survey of migrants and  Self-identification,
(1982} Zacetecas, Mexico and residents who migrate  other village residents  verified by village
various settlement to or live in U.S. informants
communities in
California
Morales (1983) 1980-1982 Los Angeles, CA 346 auto parts Survey of union officials identification by key
production workers in 8 and other key informants
firms informants,
administrative records
North & Houstoun 1975 Nationwide 779 aliens Survey of alens Legal test®
(1976) apprehended by INS detained at INS Border
Patrol sites and district
offices
Orange County (1978)  1977-1978 Orange County, CA 177 community Survey of aliens in Self-identification,
residents workplace and identification by key
community informants
Papademetriou & 1979-1983 Northern New Jersey 974 applicants for Applications for Self-identification
DiMarzio (1985) and New York City services at an services
immigration atd center
Simon & Deley (1984)  1981-1982 Los Angeles, CA 434 Mexican female Survey of female Self-identification
community residents residents in Hispanic
residential area
Tarrance et al (1982) 1982 Texas 1526 aliens Surveys of aliens Self-identification, legal

apprehended by INS
and other alien workers

detained at INS centers
and other alien workers

Villalpando et al (1977) 1976

San Diego County CA

160 aliens
apprehended by INS

Survey of aliens
detained at INS centers

test®

Legal test”

Note These studies met our methodological criteria and were used in the synthesis Complete refer-
ences for them are in bibliography

aSample size 1s for llegal workers on whom wage data are avallable

PAliens were identified as iilegal if they could not document therr status
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Findings

Our analyses revealed that the illegal workers studied were low paid.
They earned about 1.3 times the minimum wage; mean wages fell within
a fairly narrow range, from the minimum wage to less than twice that
amount. (See tables 2.2 and 2.3.) The fact that no study found a ratio
below 1.00 simply means that no sample of workers studied had an
average wage below the legal minimum.

Table 2.2: Average Ratios of Wages to
the Minimum Wage for lllegal Workers by
Data Source

Studies of illegal workers INS, 1985
Average servicewide®

Number  number of Number of
Average ratio interval of studies workers® apprehensions
<1.00 0 . 20,103  (14.2%)
100-1.26 9 325¢ 82,355  (58.0)
1.27 - 1.56 4 700° 24357 (172
<157 1 813 15069  (10.6)
Total 14 460 141,884 (100.0)

2Unpublished fiscal year 1985 data on apprehenstons of empioyed ilegal aliens Apprehensions are
events. not individuais, an individual may be apprehended more than once. The numbers in parenthe-
ses are the percentages of totai apprehensions in a given interval

BThis 1s the average number of workers for studies with average ratios in a given interval

“information on the number of workers is unavailable In one or more studies

Table 2.3: Other Statistics on Ratios of
Wages to the Minimum Wage for lliegal
Workers by Data Source

Studies of INS, 1985
Statistic illegal workers servicewide®
Mean 1.34° 1.21¢
Median 116 1.16¢
Minimum 1.00 o
Maximum 182 ¢

a3Unpublished fiscal year 1985 data on apprehensions of employed iliegal aliens Apprehensions are
events, not individuals. an individual may be apprehended more than once

PWeighted mean with studies missing information on number of workers excluded
‘Estimate based on weighted frequency interval data

°Data unavaiable

Eight studies reported, however, that some illegal workers earned sub-
minimum wages. Of these eight studies, four provided information on
the number of illegal workers with subminimum wages; this group

accounted for between approximately 7 and 48 percent of each study’s
sample.
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INS data on 1985 apprehensions of employed illegal aliens also indicate
that illegal aliens are low paid. These data suggested that while appre-
hended illegal aliens earned approximately 1.2 times the minimum wage,
about 14 percent earned subminimum wages. This estimate probably
exaggerates the true proportion of those earning subminimum wages,
however, because apprehended illegal workers are likely to be in the
U.S. for a shorter time than those who escape apprehension. (We esti-
mate that no more than 45 percent of the employed detainees in 1984
had been in the U.S. for a year or more.) Thus, apprehended illegal
workers are unlikely to have achieved the same earning power as unap-
prehended illegal workers.

Since these data provide no direct comparisons with legal workers, their
value is limited for purposes of examining wage depression. If all stud-
ied illegal workers were in segmented labor markets, low wages would
have few implications for legal workers. However, to the extent that
these illegal workers are in competition with legal workers and that
these very low wages are below prevailing wages, the findings would
represent downward pressure on wages. In short, these statistics may
include some instances of wage depression. However, without appropri-
ate comparison data, such effects cannot be established.

Comparisons With Legal
Workers’ Wages

A useful test for wage depression may be to compare wages of compet-
ing illegal and legal workers who have comparable job-relevant charac-
teristics. If these workers are in comparable jobs in the same labor
market and with comparable job-relevant characteristics (for example,
training and experience), they should eventually earn approximately
the same wages. Finding higher wages for legal workers than for com-
peting similar illegal workers would indicate both that wages in the spe-
cific labor market are in a period of adjustment and that illegal workers
are placing downward pressure on legal workers’ wages. If the illegal
and legal workers under study have noncomparable job-relevant charac-
teristics, are in different segments of the labor market, or if it cannot be
determined whether the two groups are in the same labor market or not,
the interpretation of wage comparisons would be more problematic.’

! Also, even if we found at a given point in time the same wages for legal workers and for competing
similar illegal workers, that would not necessarily indicate that illegal workers were having no effect
on legal workers' wages, This finding could indicate that no depression had occurred (for example.
because labor demand was increasing) or, as a conseguence of wage equalization over time, that wage
depression had occurred in the past. Additional information such as longitudinal data on wages for
comparable legal and iliegal workers would be needed for a clear interpretation.
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Table 2.4: Description of Studies That
Compared Legal and iliegal Workers on
Wages

Available Evidence

Findings

Study
Study period Location lllegal worker sample
Cardenas (1976) 1975 San Antonio, TX 75 Mexican Community
residents
Maram (1980) 1979 Los Angeles 244 restaurant workers
County, CA
Morales (1983) 1980-1982 Los Angeles, CA 346 auto parts production
workers in 8 firms
North & Houstoun 1975 Nationwide 779 aliens apprehended by
(1976) INS
Papademetriou & 1979-1983 Northern New 974 applicants for services
DiMarzio (1985) Jersey and New at an immigration aid center
York City
Simon & Deley 1981-1982 Los Angeles, CA 434 Mexican female
(1984) community residents
Tarrance et al. 1982 Texas 1526 aliens apprehended by

(1982)

INS and other alien workers

Seven of the 14 studies used in the minimum wage comparisons allowed
comparisons of illegal and legal workers’ wages. (See table 2.4.) Sparse
information on the illegal and legal workers made assessing the studies
on two criteria—the comparability of the groups on job-related charac-
teristics within studies and whether they were competing or not—

difficult.

In each of the 7 studies, the sample of illegal workers had lower average
wages than the sample of legal workers. However, these results repre-
sent overall group differences. They are not adjusted for job-relevant
differences between illegal and legal workers that could influence
wages. For example, if a sample of legal workers was in the country
longer, or was more experienced or skilled than the sample of illegal
workers, even though they competed, then some adjustment to account
for the differences would be necessary since one would expect more set-

tled,? more experienced, or more skilled workers to be paid higher wages

Time in the country may have an important mfluence on wages because less settled workers, regard-
less of legal status. often are unfamiliar with U.S. labor practices and have lower consumption expec-
tations than more settled workers.
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Legal worker sample

Design characteristics

266 Mexican-American, Black,
and Anglo community residents

Data source Measurement of legal status
Survey of residents in low-income Identification by key informants
area

Statistical adjustments made for
some differences between
groups

76 legal and citizen restaurant
workers

Survey of workers in workplace Self-identification

580 legal and citizen auto parts
production workers

Survey of union officials and other ldentification by key informants
key informants; administrative
records

Statistical adjustments made for
some differences between
groups

Nonsupervisory or production
workers®

Survey of aiiens detained at INS
Border Patrol sites and district
offices; BL.S national survey of
establishments

Legal test®

Legal and illegal worker groups
compared on wages with industry
group controlied

91 documented applicants for
services at an immigration aid
center

Applications for services Seif«dentification

108 Mexican-American female
community residents

Survey of residents in Hispanic Self-identification

residential area

Legal and illegal worker groups
compared on wages with some
variables controlled

Legal and citizen Spanish-
surname workers?

Surveys of aliens detained at INS  Self-identification, legal test®
centers and other alien workers

Note These studies met our methodological critena and were used in the synthesis. Complete refer-
ences for them are in the bibliography Sample size is for workers on whom wage data are available

aSample size 1s unavailable

YAliens were identified as lllegal if they could not document therr status

than less settled, less experienced, or less skilled workers. The results
indicating wage differences also are not necessarily on competing illegal
and legal workers. Five of the 7 studies did not clearly use legal and
illegal workers from the same specific labor market and, hence, in

competition.

We found that only one of the 7 studies met both criteria: The illegal and
legal workers were competing, and the study adjusted for some job-
related differences between the samples of illegal and legal workers. In
this study, Morales (1983) examined illegal and legal workers in manu-
facturing firms in the Los Angeles area. Morales (1983) found that ille-
gal workers had lower average wages than legal workers. When the
groups were made equivalent through statistical adjustments on factors
other than legal status, such as time on the job, wage rates were $2.64 or
54 percent less for illegal workers than for legal (citizen) workers. This
difference could mean that wage depression was occurring, with illegal
and legal workers’ wages yet to equalize. Because the statistical adjust-
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Wage Data on Workers
in Communities That
Differed on the
Presence of
International Migrants

ments were not made on all the major factors that could plausibly
explain the wage difference,® however, this difference could be exagger-
ated and the full effects, if any, on legal workers’ wages may have
already been felt.

The approach of comparing the wages of comparable competing legal
and illegal workers, with adequate consideration to labor markets and
worker characteristics, can provide evidence of wage depression, but
existing attempts do not provide an adequate test. Studies providing lon-
gitudinal wage data on competing workers also would help to resolve
some of the difficulties in interpreting study findings.

A second approach to addressing the question on wage effects is to
assess the impact of illegal immigration on wages in different communi-
ties.* Strongest conclusions would be warranted if we knew how many
illegal workers entered the labor markets of interest and what other
particular factors were influencing wage levels in each of these markets.
Unfortunately, many of these are unknown; however, we did identify
studies that assess how the presence of international migrants, including
both illegal alien and legal immigrant workers, in a labor market is asso-
ciated with wages in that market. As discussed in appendix II, studies
such as these on the effects of an international migrant group composed
of both illegal alien and legal immigrant workers are relevant to the
question of the impact of illegal alien workers alone. Generally, the few
useful studies found that the presence of a higher number of interna-
tional migrants in a particular labor market was associated with some-
what lower wage levels in that market or market sector. The size of the
estimated effect on wages was generally small.

Available Evidence

We found 7 studies that compared wages in communities that differed
on the presence of international migrants. These studies had the follow-
ing characteristics in common: They compared workers in labor markets
that would be expected to have a large presence of international
migrants with workers in other markets or with national and state data

30ther factors that could explain the wage difference but on which adjustments were not made are
worker's age, time 1n the country. and skill level

4Several of the studies examined variables besides wages, including wage growth and income. In dis-

cussing the studies as a group. we use the term “wages™ to substitute for all of these vanables: how-
ever. in discussing indnadual studies. we use the vanable(s) specific to those studies.
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.|
Table 2.5: Description of Studies on Wages in Communities That Differed on the Presence of International Migrants

Dependent
Study Study period Communities Data source variables Predictor variables Design characteristics
Davila (1982) 1970 3 border and 16 1970 Census, heads Real annual Weeks worked, full-  Regressions conducted
nonborder county of households earnings vs part-time, for all workers and for
groups®in 4 experience, sex, various subgroups
southwestern states marital status, race,
occupation, industry
of empioyment,
border vs. nonborder
residence,
education, ethnicity
Davila & 1970, 1980 Border and 1970 and 1980 Nominal and  Education, Regression conducted
Mattila (1985) nonborder county Censuses, male real annual experience, race, with 1970 and 1980
groups® in CA and TX heads of households earnings ethnicity, weeks and  data; results compared
states hours worked,
foreign-born, years
since iImmigration,
industry of
empioyment, city
size, disabled,
marital status.
border vs nonborder
residence
DeFreitas &  1970-1978 35 SMSAs with Annual Survey of Average Area specific change Regression conducted
Marshali populations over Manufacturers and annualrates  in CPl, productivity.  using average values of
(1983) 1.000,000 and with 1972 and 1977 of change in  union membership  variables over 1970-78
s:gnificant Censuses of hourly wages among production
manufacturing sector Manufacturers; 1970  of workers, geographic
Census manufacturing region, percentage
production of production
workers workers foreign-born,
unemployment rate
Smith & 1970 3 border and 1 1970 Census Nominal, real. Demographics, Regression conducted
Newman nonborder SMSAs In and expected hours and weeks for SMSAs and workers,
(1977) X real wages worked, education,  and for SMSA subsets

occupation, length of and worker subgroups
residence in area,

and border vs

nonborder residence

Note These studies met our methodological criteria and were used in the synthesis Compiete refer-
ences for them are in bibliography

a3SMSA. combination of SMSAs. or single county

on wages; used procedures to control for or take into account some dif-
ferences among workers and labor markets that also could influence
wages; and used data from the late 1960s and 1970s, often from the
Census of Population. The studies differed on a variety of factors,
including the quality of the evidence for addressing our question, which
were taken into account in our synthesis of study results. Of these 7
studies, 4 were useful for addressing our question. (See table 2.5.)
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The data comparing wages in differing communities, while the best
available, are open to alternative explanations. Differences in wages
between communities may be explained by some poorly measured or
unmeasured difference between the communities rather than by their
differences in the international migrant work force. A major concern in
this regard is differences among the communities on labor demand,
which can directly influence wage levels. Differences among studies on
how well they controlled for these potentially confounding factors can
explain differences in study results.

The conclusion that wage differences remaining after other differences
among workers and communities are controlled indicate the presence of
wage depression is especially plausible, to the extent that international
migrant and native workers compete in non-segmented labor markets. In
this case, a plausible process or mechanism responsible for workers’
lower wages—competition in nonsegmented markets—would be evi-
dent. Unfortunately, none of the four studies provides information on
market segmentation and competition between international migrant
and native workers in the communities studied. Although strictly seg-
mented labor markets may be rare, without information about market
segmentation and worker competition, we are less certain that a wage
difference associated with international migrant presence reflects down-
ward pressure on the wages of native workers.

Because they generally use cross-sectional data, these studies may also
fail to capture the full effects over time of an influx of international
migrant workers. That is, legal or native workers may flee communities
in the face of depressed wages triggered by incoming international
migrant workers (direct effects), only to cause wage depression them-
selves by entering other labor markets (indirect effects). In this case,
cross-sectional comparisons of workers’ wages in communities that
experience direct effects and those experiencing indirect effects are
likely to underestimate the full impact of international migrants.

Findings

One of the studies, DeFreitas and Marshall (1983), examined wage
growth for manufacturing production workers in 35 Standard Metropol-
itan Statistical Areas (SMsAs) that varied on share of manual manufac-
turing work performed by international migrants during the period
1970-78. Each sMsa had a population of over one million and a signifi-
cant manufacturing sector. The results indicate that higher concentra-
tions of international migrants in manufacturing had a modest negative
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effect on wage growth rates. The effect was less than 1 percent
slower wage growth for every 10 percent increase in the interna-
tional migrant share of manual manufacturing jobs. This adverse
effect was found, however, only in sSMSAs with international migrants
accounting for 20 percent or more of the manual workers.

Because this analysis did not measure wage growth for international
migrant and native workers separately, the observed differences
between communities on this factor could be accounted for by the possi-
bly slower wage growth experienced by international migrants only,
which has the effect of lowering average wage growth. This is the
“averaging’’ problem. Also, several variables that could explain differ-
ences between communities on wage growth (such as demand, industry
mix, and worker characteristics) are omitted from analyses.

The other 3 studies assessed the wage differentials for SMSAs or areas on
the U.S.-Mexico border and nonborder areas, all of which are in the
southwest. These studies generally used border versus nonborder resi-
dence to examine the influence of international migrant presence, among
other factors, on wages. Unlike the study by DeFreitas and Marshall
(1983), the border differential studies used information on individual
workers rather than on communities as a whole. One of the border dif-
ferential studies also attempted to avoid the averaging problem by sta-
tistically controlling for immigration status (i.e., foreign-born or not)
among those workers whose wages were measured.

Smith and Newman (1977) compared wages in one nonborder sMsa and 3
border sMsas in 1970. All 4 sMsas are in Texas. The researchers found
that workers in border sMsas earned real wages that were about 8 per
cent lower than those for workers in the nonborder sMsa. They also con-
cluded that the size of the differential roughly corresponded with the
size of the international migrant presence in the border smsas. That 1s,
workers in border sSMSAs with a large international migrant presence
earned less than workers in border sMsas with a smaller presence. Other
analyses by the authors revealed that the groups most likely to experi-
ence lower wages along the border (in comparison to the wages they
would earn in a nonborder SMsa) were Mexican-Americans, low-wage/
low-skill workers, and persons between 45 and 65 years of age. Because
of imperfect specification and measurement of the variables that can
affect wages (for example, labor demand), this analysis may not have
accurately measured the influence of international migrants on wages.
The study also does not control adequately for the immigration status of
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workers (for example, foreign-born or not), which makes the results sus-
ceptible to the averaging problem.

Davila (1982) examined earnings differentials between 3 border and 16
nonborder ‘‘county groups’® in 4 southwestern states in 1970. After tak-
ing differences between the county groups into account, the researcher
found that border workers earned approximately the same amount as
nonborder workers. This is the only finding from the studies we
reviewed that indicated no association between wages and border resi-
dence. The concerns cited above in the study by Smith and Newman
(1977) could also be raised for the present study.

The third border differential study we reviewed (Davila & Mattila,
1985) compared workers’ wages in a sample of border and nonborder
county groups in 1980 as well as in 1970. The analysis included a vari-
ety of predictors such as education, experience, race, ethnicity, weeks
worked, and hours worked, to predict wages. The findings are unclear
for 1970: They may or may not indicate a difference on wages. The
results for 1980, however, clearly indicate that workers along the border
earned approximately 12 percent less than nonborder workers after dif-
ferences between the workers and areas were taken into account. This
finding persists even though the analysis included whether the worker
was foreign-born or not and years since immigration.

Regardless of how the results for 1970 are interpreted, they and the
1980 results may suggest that the border-wage differential widened dur-
ing the 1970s. This may indicate that the impact of immigration on
wages increased during that period, but it may also reflect that the econ-
omies of the border counties developed differently than the economies
of the nonborder counties over these years. This study is open to the
same issues as the other studies discussed in this section.

As mentioned, the four studies on workers in communities that differed
on the presence of international migrants are prone to limitations that
make the interpretation of findings difficult. These limitations are of
special concern because the studies do not provide evidence of a plausi-
ble process or mechanism (for example, competition between interna-
tional migrant and native workers in non-segmented labor markets) that
can account for the reported results. We believe that, because of these
limitations, the existing studies on workers in communities that differed

"County group was defined as a SMSA, a combination of SMSAs. or a single county
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Wages and Working
Conditions

on the presence of international migrants cannot be used to support con-
clusions on the influence of illegal workers on legal workers’ wages.

The labor market case studies indicated that illegal workers adversely
affect legal or native workers in some industries or sectors, and have a
neutral or positive impact on legal or native workers in other industries
or sectors. These studies examined the links between an increased sup-
ply of international migrant workers (including many illegal aliens) for
identifiable job categories and either downward pressure on or actual
depression of wages and working conditions for native or legal workers
seeking work in these same job categories. They also address the ques-
tion of whether the presence of international migrants helps preserve
jobs within the sector for complementary workers who might find
demand for their labor and their earning possibilities restricted if the
international migrant-impacted industry were to shrink.

Available Evidence

Nine studies that provided case study evidence for addressing the ques-
tion on wages and working conditions met our methodological criteria.
One study provided case study evidence only for addressing the ques-
tion on the association between illegal aliens and declining business
environments (Morales, 1983). All of them were done in California or
New York and do not necessarily represent conditions in other areas.
Although these studies cannot measure the exact proportions of illegal
aliens in industries or sectors, they can determine the way employers
have utilized recently arrived workers to control labor costs. In each
case, the authors described the changes in labor market institutions
which occurred at the same time that the presence of recent interna-
tional migrants took on growing importance in the studied sector. In all
the studies, the authors consulted a variety of documentary sources and
conducted interviews with union organizers, employers, industry trade
officials, economic intermediaries, personnel managers and workers.
The authors combined evidence from these various sources in their anal-
ysis of the adaptations that occurred in labor markets as the flow of
immigration grew. (See table 2.6.)

The case study research does not allow us to examine the wage effects
on labor markets of a group consisting entirely of illegal alien workers
since the two groups are usually working side by side in the same sec-
tors. It does. however, offer some insights into the diversity of the illegal
alien group. These are useful in analyzing the potential wage depressing
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Table 2.6: Description of Case Studies on Legal and lliegal Workers’ Wages and Working Conditions

Industrial lllegal worker
Study Study period Location sector sample Legal worker sample
Bailey & 1979-1980 New York City, NY Restaurants Iegal kitchen Legal kitchen workers, waiters, and
Freedman (1982) workers bartenders
Maram & King 1978-1980 Los Angeles. CA  Garments lllegal garment  Legal factory operatives, legal skilled garment
(1983) factory workers
operatives
Restaurants Hiegal kitchen Legal kitchen workers
workers
Mines (1985) 1983-1985 Richmond, CA Tortilla legal strike Veteran legal workers on strike
production breakers
Mines & 1980-1981 Ventura, CA Citrus Picking crews of Picking crews of experienced unionized legal
Anzaldua {1982) nonunion workers
inexpenenced
illegal workers
Mines & Avina 1982-1985 Los Angeles, CA  Buiiding llegal immigrant  U.S born black and legal Hispanic unionized
(1986) maintenance nonunion [anitors
janitors
Morales (1983)  1980-1982 Los Angeles, CA  Auto parts llegal factory Legal factory operatives
production operatives
Moraies (1985}  1983-1984 San Diego, CA Restaurants lilegal kitchen Legal kitchen workers, waiters, and
workers bartenders
Naiven & 1980-1981 San Diego. CA Restaurants llegal kitchen Legal kitchen workers, waiters, and
Frederickson workers bartenders
11982)
Agriculture liegal tomato Legal green-card workers
workers
Runsten (1985)  1984-1985 Los Angeles. CA  Shoes llegal shoe No identifiable legal substitute group. legal
factory skilied shoe workers
operatives _
Waldinger (1986) 1980-1985 New York City, NY Garments lllegal garment  Legal factory operatives. legal skilled garment
factory workers '
operatives
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Data source

Measurement of legal status

Comments

78 interviews with NYC restaurateurs; 29
NYC fast-food outlets surveyed; 13 restaurant
employers surveyed in Greensboro, NC,
Census data

ldentification by key informants

Some random selection of employers.
Census data analysts combined with survey
results

Surveys with 499 garment and 327 restaurant
workers, survey of 102 employers and union
officials, survey of 1,030 unemployed U.S.
workers

Self-identification

Employed workers interviewed at jobsites,
unemployed at unemployment office;
interviewed employers randomly seiected

Interviews with 3 management officials, union
and strike leaders. interviews with 15 striking
workers; participant observation; newspaper
articles

Key informants, relatives of illegal workers
identified specific workers as illega!

Surveys of participants combined with
newspaper accounts and documentary
evidence on the tortilla industry; preliminary
report was reviewed for accuracy by several
participants in the strike events

Interviews with 92 workers, 4 crew leaders, 2
personnel managers. and numerous industry
officials. participant observation

Self-identification, employment records

Study synthesized data provided by all levels
of the citrus industry with documentary
evidence

Interviews with managers of 2 union and 2
nonunion firms, interviews with workers at a
nonunion firm, interviews with unemployed
former janitors. interviews with union officials,
BLS data

Self-identification

Detailed accounts from union officials,
buliding managers, workers, and government
surveys: Nonparticipant observation
techniques also used

interviews with key informants in 8 plants,
data collected on 920 workers. interviews
with union officials and 8 employers

Identification by key informants

Non-random choice of firms chosen with aid
of union officials (only uriorized chosen),
workers were from these firms, survey data
were supported by documentary evidence

Ethnographic observations. interviews with
with 13 employers and 109 workers, Census
data

Self-identification

A variety of 13 full-time service restaurants
were chosen. half of the worker respondents
were native-born waiters and bartenders,
other half were illegal kitchen workers

interviews with 11 restaurant employers and
14 farmers. review of Census, documentary,
and court evidence

Court records, key informants

Ethnographic observation of firms including
informal interviews and documentary
evidence

interviews with over 80 workers, 5 employers,
union officials, and shoe industry officials 1n
Mexico

Self-identification

Survey data put into historical context by
extensive use of secondary sources and
Census data

Interviews with 100 workers. 136 employers,
© unionists. and other industry leaders,
Census data used nonparticipant
observation

Self-identification

Worker interviewees randomly selected.
monitored industry for 5 years, making
combined use of trade journals. government
documents, and survey data

Note These studies met our methodological criteria and were used In the synthesis Complete refer-
ences for them are in bibliography All but one of them (Morales. 1883) provided case study evidence for
addressing the question on wages and working conaitions All of the studies were used to address the
question on lliegal aliens and declining business envi-onments
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effects stemming from the presence of illegal aliens under some circum-
stances. For example, it appears that long-term illegal settlers go
through a self-selection process and tend to be relatively well paid and
highly skilled. This suggests that it is the recent or temporary interna-
tional migrant, perhaps regardiess of legal status, who is likely to accept
very low wages and place downward pressure on the wages of those
already working in the U.S. labor market. Such workers may accept low
wages because they are unfamiliar with U.S. labor practices and have
lower consumption expectations.

Findings

Net Effects Indeterminate in
Three Sectors or Industries

The 7 sectors addressed by the 9 case studies have been grouped into
two categories. First, we look at three labor market sectors in which the
potential for downward wage pressure cannot be shown to have, on bal-
ance, harmed U.S. workers. Then, we examine four labor market sectors
where wage depression can be shown. Because the effects on competitor
and complementary workers vary from sector to sector, and from area
to area, the impacts of immigration on the regional labor market in one
sector cannot be generalized to other sectors or localities.

Wages cannot be considered depressed in the three sectors discussed
below because one of the following conditions can be met: (1) no clear
and identifiable competitor group of native or legal workers was
adversely affected by the presence of international migrants, or

(2) some groups of native or legal workers within an industrial sector
were benefited while others were harmed by the presence of interna-
tional migrants. The effect on balance cannot be determined.

1. Garments in New York City and Los Angeles. Garment work in Los
Angeles and New York City is done largely by small contractors who
hire large numbers of international migrants. International migrants
have helped certain subsectors to survive or even thrive. This has cre-
ated employment for skilled native or legal workers in these preserved
or expanded subsectors, although it may have kept wages low for sub-
stitute native or legal workers seeking jobs as factory operatives in
those firms that would survive even without the availability of interna-
tional migrant labor. We conclude that a competitor group of native
workers exists and that members of it were adversely affected by the
presence of international migrant workers, but the overall effect on
competing and complementary workers is indeterminate.
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The presence of international migrants, both entrepreneurs and work-
ers, has provided New York City (Waldinger, 1986) and Los Angeles
(Maram & King, 1983) manufacturers, who have the option of subcon-
tracting overseas, with a large number of flexible U.S.-based contractors
with a low enough cost structure to justify placing a large proportion of
their growing small batch orders locally. The small entrepreneurs, who
are dependent on international migrant labor for flexibility and low
labor costs, have expanded at a time that the import share of the U.S.
garment market is increasing rapidly .t

In New York, which has been highly unionized since the 1930s, the pro-
cess of wage concessions began before the trade competition and influx
of international migrants of the 1970s. The domestic relocation of indus-
tries to the nonunion south and west was largely responsible for this
earlier weakening of union strength.

The industry is made up of three types of firms: manufacturers who
design the garments, contractors who specialize in various production
tasks, and jobbers who act as intermediaries. Most production is subcon-
tracted to the contractors. The New York (Waldinger, 1986) and Los
Angeles (Maram & King, 1983) studies agree that highly competitive
contracting firms make up the majority of garment entities and that
they are expanding—69 percent of the California firms and 74 percent
of the New York firms are reported to be contractors. The surveyed con-
tractors maintain that low-cost labor is crucial to their survival. In the
state of New York, census data show that the relative wages of garment
workers declined from 89 percent of the average manufacturing wage in
1958 to 74 percent in 1980. In Los Angeles, researchers found that 35
percent of the surveyed Hispanic workers earned less than minimum
wage and 33 percent earned exactly minimum wage. Most garment pro-
duction workers in the two cities are foreign born—over two-thirds in
New York City and almost 90 percent in Los Angeles. In New York City,
evidence shows that the proportion of Asian and Hispanic international
migrant garment workers is expanding rapidly—from 1970 to 1980 the
percentage rose from 17 to 43 percent. The proportion of the undocu-
mented among the international migrant workers in New York is
unknown but significant.” In Los Angeles, 83 percent of the almost 500

In 1959, imports represented 6.9 percent of women's and men's clothung: in 1984, half of these gar-
ments were made abroad. This import competition has not been limited to standardized goods but has
spread also to fashion-sensitive products

“Twenty-two percent of foreign-born in the New York metropolitan area were undocumented accord-
ing to the Census Bureau in 1980
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interviewed in the Maram and King study were illegal workers. More-
over, the number of international migrant-owned contractor firms is
increasing. For example, in New York City, the number of Chinese con-
tractors increased from 8 in 1960 to 480 in 1985.

In addition, surveyed contractors report that foreign competition is
intense. Forty-two percent of those surveyed in the Maram and King
study said they had to bid directly against foreign subcontractors. Indi-
rect competition from large retailers who special order garments in the
Far East also puts pressure on domestic manufacturers that hire U.S.-
based contractors to perform production tasks. Wages in Hong Kong, for
example, are one fifth of even the depressed levels prevalent in the
United States.

The small contractors who rely on international migrant labor believe
that recruitment through international migrant networks yields better
workers than through formal channels where native workers apply.
These employers believe that international migrants will work at lower
wages, endure more flexible hours, can be trained at lower cost by their
compatriots, and have lower turnover rates than native workers. In
Maram and King's Los Angeles survey, for example, only 13 percent of
employers said that native workers would be willing to be trained while
73 percent said that international migrant workers would be.

With regard to the willingness of native workers to accept jobs being
filled by international migrants, interviews with unemployed native
workers in Los Angeles showed that few were willing to work at sewing
machines. The reservation wage (i.e., the level at which unemployed
workers are attracted to jobs) for these native workers was at least 1 or
2 dollars above the prevailing wage for entry level positions in the gar-
ment factories. Only 5 percent said they would work at the prevailing
wage and only 21 percent said they would work at one dollar above the
prevailing wage. Given the anticipated high turnover rates among native
workers, many employers, whose labor bill is about 65 percent of total
costs, feel they cannot afford to shift to a native work force. Twenty-one
out of 31 Los Angeles contractors said they would go out of business if
they had to raise wages just one dollar over the minimum.

Maram and King argue for Los Angeles and Waldinger argues for New
York City that many small contracting firms based on low-cost and flex-
ible international migrant labor have been able to preserve jobs in the
United States which otherwise would have moved overseas. Since most
native workers are not interested in these jobs at wage levels which the
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garment contractors report they can afford, native workers are not a
competitor labor group (for these preserved jobs) and are not harmed by
the international migrant presence. In fact, some native or legal workers
hold jobs that are complementary to illegal aliens in the preserved sec-
tors and depend on the survival of the industry in the U.S. in order to
keep their jobs. On the other hand, parts of the industry would survive a
relative scarcity of international migrants. The high fashion hubs of
New York and Los Angeles will always require a large number of con-
tractors who are close at hand to make detailed and prompt changes.
Wage improvements in these surviving sectors would probably result as
the supply of international migrant workers declined. That is, native
workers in these surviving sectors probably are experiencing adverse
wage effects from the presence of competing international migrant
workers. However, since some native or legal workers would be helped
and some harmed by a scarcity of illegal alien workers, we believe it
cannot be determined on balance if wages are depressed for native or
legal workers by the presence of illegal workers in the garment trade.

2. The Los Angeles Shoe Industry. At present, the Los Angeles shoe
industry, which makes mostly skill-intensive high fashion women’s
shoes, depends on trained foreign workers. In the absence of a major
and expensive program to train native or legal workers to replace this
foreign influx, the Los Angeles shoe industry would be endangered.
Because no current group of native or legal workers competes with the
foreign workers, the first condition (discussed on page 30) is met.

The U.S. shoe industry has experienced vigorous international competi-
tion. In 1965, 95 percent of U.S. consumption was produced domestically
while by 1984 this had fallen to 30 percent. This competitive interna-
tional environment has pressured domestic producers to hold down
labor costs in an industry whose labor bill is about 30 percent of total
COSsts.

According to case study researcher Runsten (1985), the Los Angeles
industry has held costs down. In the 1940s, the Southern California
industry paid the highest wages in the nation for comparable workers.
Over the years, the relative wage fell. In 1983-1984. a survey of 5 (out
of a population of 24) significant firms, which Runsten cites, paid wages
of less than $5.00 an hour relative to the national average for the indus-
try of $5.40. The five surveyed firms also had turnover rates of 28 per-
cent while the national rate was 73 percent in 1984. The unusual job
loyalty of the international migrant work force is due to a lack of
options in the U.S. job market for these predominantly illegal, non-
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English speaking international migrants. Lower turnover saves Los
Angeles employers training expenses.

The dependence of the industry on already apprenticed international
migrant shoe workers is clear. First, in the 1940s, the industry was com-
posed of mostly native and European international migrant workers. By
1983-1984, production workers in the firms were predominantly Latin
American international migrants. One hundred percent of two of the
surveyed firms and over 80 percent of the other three were either Mexi-
cans or Central Americans. The interviewer who spoke to worker
respondents in the survey cited by Runsten reported that the vast
majority of the surveyed workers said they were illegal. Second, in this
survey, of 43 international migrant shoe workers who answered the
question, thirty-eight (or 88 percent) of these international migrants
said that their last job in their home country was in the shoe industry.
They arrived already trained.

Two employers interviewed by Runsten reported that they and other
employers had tried training native workers under government pro-
grams on several occasions. The native workers did not last because of
the demanding job, the uncertain work week, and the Spanish language
dominant work environment, according to these shoe producers.

The Los Angeles shoe industry specializes in women'’s shoes—the most
skilled and labor intensive shoe sector, and the one with the most vola-
tile demand. The employers have become dependent upon a skilled pool
of workers available for flexible hours on short notice through the inter-
national migrant job referral network. These flexible and skilled work-
ers help employers meet the volatile product market conditions they
face. Employers perceive the international migrant option as their only
one.

International migrants (many of whom are illegal) represent most of the
supply of skilled shoe workers in Los Angeles and put downward pres-
sure on wages and working conditions. Over the post-World War II
period, international migrants have come to dominate the Los Angeles
shoe industry and few native workers still compete in this labor market.
Since no trained native labor force exists which can compete with the
intern. Hnal migrant workers, who arrive already apprenticed in the
shoe making craft, it cannot be shown that any competitor native group
is harmed by the presence of the international migrants. On the con-
trary. employers reported to Runsten that a disappearance of the illegal
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Mexican shoe workers would convince them to close down their busi-
nesses, which would eliminate jobs for the small group of legal or native
shoe workers, and for complementary native or legal workers who
depend on the industry for their jobs.

3. Restaurants in Los Angeles, San Diego, and New York City. Interna-
tional migrants in the restaurant industry indirectly create jobs for wait-
ers, bartenders, and other complementary native workers. At the same
time, native or legal workers seeking unskilled kitchen jobs have suf-
fered from the competition of low-wage international migrants. Since
some native or legal workers are helped and others harmed by the pres-
ence of illegal aliens, the net effect for native or legal workers cannot be
determined. We conclude that a competitor group of native workers
exists and that members of it were adversely affected by the presence of
international migrant workers, but the overall effect on competing and
complementary workers is indeterminate.

The restaurant trade in Los Angeles, San Diego, and New York City can
be divided into three sectors—fast foods, the intermediate or coffee
shop sector, and the full-service sector. Fast food restaurants hire few
international migrants, the intermediate service sector hires large num-
bers in “‘back of the house” (kitchen) jobs, while the full-service restau-
rants hire predominantly international migrants in “‘back of the house”
Jobs. All three sectors have expanded rapidly in recent years as the rate
of eating out has gone up.

As Bailey and Freedman (1982) explain for New York and Morales
(1985) for San Diego, employers in the full-service firms have come to
prefer international migrants for the kitchen jobs. International
migrants, according to the surveyed employers in these two studies,
were willing to stick with entry level jobs such as dish washing and
slowly work their way up to more skilled jobs such as pantry chef.
Native workers, at least at prevailing wages, are less likely to persevere
long enough to climb the “back of the house” job ladder. Also, full-ser-
vice employers reported in two studies (Nalven and Frederickson, 1982;
Morales, 1985) that the use of international migrant recruitment net-
works protects them against high turnover and training costs associated
with using native workers. The Los Angeles study of Maram and King
found that 76 percent of Hispanic international migrant restaurant
workers in the sample were undocumented. and Morales’ San Diego
study identified 95 percent of the interviewed ‘‘back of the house™
workers as undocumented Mexicans.
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Part of the employer preference is based on low wages accepted by the
international migrants. The Maram and King study in Los Angeles
reported that 22 percent of the undocumented workers and 8 percent of
the reportedly legally resident workers were paid below minimum wage.
In the study, 37 out of 52 surveyed restaurant managers believed that
international migrants either held down wages or averted a labor
shortage for kitchen workers. Thirty-nine of these employers admitted
to having replaced native workers (Mexican-Americans, Blacks, and
Anglos) with Spanish-speaking international migrants.

Most of the surveyed employers in the studies (Nalven and Frederick-
son, 1982; Maram and King, 1983) reported that they would not have to
shut down if moderate wage increases for kitchen workers were forced
on them by a slowdown in the influx of international migrants. They
pay less than 20 percent of their labor costs to international migrant-
dominated jobs since most “front of the house’ jobs such as waiters,
bartenders, and cocktail waitresses are occupied by native workers.
However, most of these employers said that increased labor costs would
result in price hikes and decreased demand for their products.

Two of the authors (Morales, 1985; Bailey and Freedman, 1982) argue
that the industry as a whole may not shrink as a result of reduced avail-
ability of international migrants but the increased price of food (as
employers pass on rising labor costs) or reduced quality in full service
restaurants would lessen demand for this subsector’s product. The fast
food and intermediate sectors, which do not depend as much on skilled
and stable international migrant labor, according to these authors,
would become relatively more attractive in prices and would increase
their market share.

A shift from full service to fast food and intermediate service firms
would lower the skill level of the industry as a whole. Although it might
create more employment for native or legal workers in the lower skilled
fast food and intermediate service sectors, the shift would also decrease
the numbers of native or legal workers in “‘front of the house” jobs in
the full service sector. According to the analysis of Morales and to Bai-
ley and Freedman, these workers would lose their jobs along with *“‘back
of the house’” workers as the subsector shrank. The jobs gained in the
lower skilled sectors would be on average less well paid than the lost
jobs in the full service sector. Thus, the overall effect on U.S. workers is
indeterminate. Although many native workers probably have expe-
rienced or are currently experiencing adverse effects from the presence
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Adverse Wage Effects Found in
Four Sectors or Industries

of international migrant workers, the absence of these workers also
could produce adverse effects.

Wages (or compensation) for an identifiable group of legally resident
immigrant or native workers were found to be depressed in the four sec-
tors discussed below.

1. Citrus in Ventura County, California. In Ventura County citrus, a
group of settled mostly legal workers gained increases in wages and ben-
efits during the 1970s. In the 1975 to 1985 period, farm labor contrac-
tors using more recently arrived international migrants, the majority of
whom were illegal, were able to drive down compensation by at least 18
percent for citrus pickers in the area.

The evolution of institutions in the citrus industry is described by Mines
and Anzaldua (1982). In the post-World War II period, ample supplies of
braceros (Mexican contract laborers) were used by growers to hold
wages nearly constant from 1945 to 1964. When the U.S. Congress
ended the bracero program at the beginning of 1965, a chaotic period of
uncertain labor supplies ensued. This forced employers (organized into
harvesting associations) to voluntarily improve compensation levels
including attractive benefits. Employers advertised for workers in
known sending areas in Mexico and arranged for the legalization of
returning former braceros. By the early 1970s, a skilled and stable corps
of citrus pickers composed entirely of workers of Mexican birth had
been formed. Despite rising wages in the 1970s, labor costs for growers
rose very moderately.

During the 1970s many pickers settled in Ventura County, brought their
families, and began to make demands for better wages. The United Farm
Workers (UFW) were able to win contracts for most citrus pickers in the
County by 1980. While conditions were improving for the veteran Mexi-
can labor force, farm labor contractors (FLCs) appeared in Ventura
County. The FLCs, using in large part recently immigrated Mexicans,
competed for the picking contracts against the unionized harvesting
associations. By 1985, after several strikes, the union lost all its con-
tracts. All six unionized associations were dissolved. Between 1980 and
1985 they were replaced by 27 FLCs. The piece-rate levels did not decline
by large amounts but most benefits (such as health insurance, pensions,
and vacations) and worker prerogatives disappeared. Also, since the
replacement workers were less experienced and picked more slowly, per
hour wage rates declined.
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Although there is no study that compares the whole labor force of the
FLCs with that of the harvesting associations, the Mines and Anzaldua
study, which focused in detail on four crews, found that the contractors
employed younger, less experienced and more recently arrived interna-
tional migrants than the unionized crews. The unionized crews were
found to be made up predominantly of legally resident Mexican interna-
tional migrant workers (employers thoroughly checked documents)
while one contractor crew was composed of 52 percent illegal workers
and the other was made up entirely of illegal workers. From 1975 to
1985, the legal workers employed by the unionized harvesting associa-
tions suffered a loss of benefits worth at least 18 percent of their total
compensation because FLCS were able to use recently immigrated
replacement workers to drive down labor costs. Some of the veteran
workers left the industry, but many remained to work at the lower
levels of compensation.

2. Pole Tomatoes in San Diego County, California. In San Diego County
legal tomato workers lost their jobs or accepted a substantial cut in pay
during the 1970s as growers shifted to the greater use of illegal workers.

Nalven and Frederickson (1982) describe the employer adaptations to
changing conditions in the 1970s. In the early 1970s most of San Diego
County’s pole tomatoes were grown in the southern part of the county.
The harvest labor force was made up mostly of legal border crossers
(legal resident aliens with homes in Tijuana, Mexico).® Wage rates were
above $4.00 an hour and some growers had signed contracts with the
United Farm Workers (UFw) which included health benefits and a pen-
sion plan. By the late 1970s, however, North County growers were able
to reduce labor costs to $3.35 an hour. There is some evidence to indi-
cate that one large grower rejected workers who had worked for him
previously for newer, more recently arrived workers, and that a large
majority of the new workers were illegal aliens. In the South County
area, growers did not have the option of hiring the recently arrived
workers because the Border Patrol engaged in frequent raids, and the
flat South County region offered illegal workers no place to hide. By
1980, almost all pole tomato production had moved to the more rugged
North County area. The number of original legal border crossers still
employed on the one North County ranch for which court evidence is
available has been reduced. Wages for the predominantly illegal replace-
ment group had been lowered to the legal minimum. The legal border-

SThe INS reports that 4,300 legal (green card) border crossers were employed in agricul’” = in San
Diego County 1n 1977
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crossing group which had been the dominant labor force in the early
1970s had to accept degraded working conditions or leave the industry.

3. A Tortilla Firm in Contra Costa County, California. In 1985, the larg-
est tortilla production firm in the United States used recently immi-
grated replacement workers as strikebreakers in a large factory in
Contra Costa County. This tactic forced a group of legally resident and
U.S. born workers to agree to a large wage cut.

Mines (1985) detailed the events which resulted in a large wage cut for
native and legal tortilla workers in 1985. The tortilla industry in Califor-
nia has utilized a predominantly female nonunion Mexican international
migrant labor force. Despite recent changes including an expanding mar-
ket, increased concentration of ownership, and increased levels of mech-
anization, the industry has continued to pay near the minimum wage.
One exception up to 1985 had been a large factory (95 workers) in Con-
tra Costa County. At this factory, the labor force, made up predomi-
nantly of legal Mexican immigrant women, had been able to unionize and
reach wage levels of an average of $6.80 an hour for production workers
by 1984. Most had been working at the factory for ten years or more.

In 1984, management announced that wages would be cut by approxi-
mately 40 percent (depending on the occupational category) and that
benefits and vacation pay would be reduced. The veteran workers
struck for 7 months but in the end agreed to accept the wage cuts. The
factory had remained open and functioning during the strike using a
replacement work force of recently immigrated young male Mexicans.
(Many of these workers were relatives of interviewed workers and were
identified to be illegal aliens.) Although a large group of the women
refused to return to the factory after the settlement, many accepted the
depressed levels of compensation. The employer’s use of recently immi-
grated replacement workers (some of whom were illegal) had forced the
veteran workers to accept a wage cut which they would not have other-
wise agreed to.

4. Janitors in the Los Angeles Area. In the post-World War II period, the
janitors working in the high-rise districts of Los Angeles, about half of
whom were U.S. blacks, had won excellent wages and working condi-
tions under the leadership of the Service Employees International Union
(SEIU). But, in the early 1980s, a group of aggressive nonunion firms,
who hired predominantly illegal workers, were able to wrest the best
building contracts from the unionized firms. As a result, wages fell and
most of the U.S.-born black janitors lost their jobs.
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Mines and Avina (1986) summarized the recruitment and hiring adap-
tations of building managers as more recent international migrants
replaced more settled workers in Los Angeles County. In Los Angeles in
the late 1970s and early 1980s, two groups of janitorial service firms
came into intense competition with each other—Ilarge, unionized con-
tractors and midsized, nonunion contractors.

The large contractors had a heavily U.S.-born black work force. Com-
pensation in 1983 at the peak had reached over $12 an hour including
benefits. Its work force was represented by Local 399 of the Service
Employees International Union (SEIU) which had successfully used the
strike threat to win well-paying, full-time jobs for the workers it repre-
sented. At the beginning of this period, the large, unionized contractors
controlled almost all of the lucrative contracts in the high rise buildings
in downtown Los Angeles. Meanwhile, the midsized, nonunion firms
paid less than $4 per hour, had a predominantly Hispanic international
migrant work force, and specialized in contracts for the smaller subur-
ban buildings. In one surveyed nonunion firm, 94 percent of its workers
were found to be working in the United States illegally. The gap in labor
costs between the types of firms exposed the unionized firms to attack.

In the early 1980s, a small group of aggressive midsized firms sensed the
vulnerability of the unionized firms and made their move. At labor costs
half as large as those of the unionized firms, the new contenders made
attractive offers to building managers. By 1985, the nonunion firms had
succeeded in winning away most of the downtown contracts from the
large firms. The union was forced through this competition to sign spe-
cial contracts in suburban areas at $4 an hour and below. Meanwhile,
the higher-paid standard agreement contracts shrunk to cover only 100
workers.

In 1977, the union estimates that approximately 2,500 black janitors
were working under union protection. By 1985, this number had
declined to 600 of which only 100 were still protected by a high-wage
contract—the other 500 were covered by a less generous contract and
had suffered a cut in compensation.

The native workers protected by Local 399 had experienced steadily
improving conditions since the late 1940s. Even during the 1977 to 1983
period, the union was able to protect its workers with a viable strike
threat at the large unionized companies. However, by 1983, the tide had
turned against the native janitors. The union went into rapid decline and
wages fell precipitously.
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Evidence of the decline in wages for Los Angeles janitors as a result of
the use of predominantly illegal aliens by nonunion contracting firms
was disclosed by survey research among employers and workers. This
drop in wages was independently corroborated by government statistics.
The Bureau of Labor Statistics’ survey of a sample of janitorial firms
revealed a 14 percent drop in wages from 1983 to 1985. (See table 2.7.)
This drop occurred even though these years witnessed a period of eco-
nomic expansion and increased demand for janitors in Los Angeles. (See
table 2.8.)

Table 2.7: Janitorial Wages in
Nonmanufacturing (Service) Firms in Los
Angeles (1978-1985)

Wages

(dollars

Year per hour)
1978 437
1979 494
1980 5.37
1981 594
1982 615
1983 6.58
1984 595
1985 563

Note Data are from the Bureau of Labor Statistics, Labor Market Surveys

Table 2.8: Employment of Janitors,
Selected Years

Conclusions

Year 1970 1980 1983
Los Angeles 14,509 17.525 22,460
California 30,004 45114 51628

Note Data are trom Unemployment Insurance, Cahtornia Employment Development Department

Our synthesis and assessment of the available research (26 studies)
shows that although information is limited, illegal workers and interna-
tional migrant workers (who are both illegal and legal) have exercised
downward pressure on wages in some labor markets. However, in other
labor markets, the wage depressive effect of illegal aliens also was
shown to expand employment possibilities for complementary legal or
native workers. We arrived at this finding through a review of three
types of evidence on wages: wage data on illegal alien workers, in com-
parison with minimum wage rates and legal workers' wages; wage data
on workers in communities that differed on the presence of international
migrant workers, both illegal and legal; and case study data on the
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effects of illegal alien workers on wages and working conditions in spe-
cific sectors or industries in specific geographic areas. Only the case
study evidence was sufficiently convincing overall for addressing the
question.

Our synthesis of 14 studies with wage data on illegal alien workers indi-
cates that illegal workers were low paid. (See tables 2.1 and 2.4.) With
the exception of one study, these studies were not useful for addressing

our auestion. The studv that was sufficientlv strong for this nurnose
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indicated that illegal workers may have placed downward pressure on
legal workers’ wages in the labor market studied.

Four studies that reported analyses of wage data on workers in commu-
nities that differed on the presence of international migrant workers
were generally not useful for our purposes. (See table 2.5.) These data
did not apply to illegal workers per se, but many of the international
migrants in the communities experiencing wage depression were likely
to be working illegally. To an unknown extent, the association between
the presence of international migrants and wage depression may be
related to other differences among workers and communities. For this
reason and because the association between the presence of interna-
tional migrants and lower wages or wage growth may depend on an
unknown threshold concentration of international migrant workers, we
believe that evidence from these studies cannot be used to support con-
clusions on the influence of illegal workers on the wages of legal
workers.

Finally, detailed information from 9 case studies on 7 individual sectors
or industries in specific geographic areas indicates that illegal workers
have had an adverse impact on the wages and working conditions of
native or legal workers in four sectors (four case studies) but an overall
indeterminate impact in three others (five case studies). (See table 2.6.)
In these latter sectors, a positive impact was found, however, for higher
graded or complementary workers, rather than workers in direct compe-
tition for jobs. These data offer stronger evidence on wage effects than
the data on illegal workers and highlight the importance of sectoral level
analysis. However, while their findings are more persuasive because of
the greater detail, the case studies are restricted in scope and permit
only limited generalizations beyond the circumstances described.
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In the absence of national or industry-wide research with convincing
methods to address the complex question of whether illegal aliens are
associated with declining business environments, we limited our analy-
sis to the case study literature. Although our results cannot be general-
ized beyond the specific localities and product markets we discuss, the
case study approach, because it probes the options facing employers,
permits an analysis of the way illegal aliens fit into employers’ business
strategies. The studies that we reviewed indicated no association
between the presence of illegal workers in an industry and a declining
business environment.

: : We made use of 10 case studies, which are the same ones used in
Available Evidence addressing the wage and working conditions question plus one addi-
tional case study on a sector of the auto parts manufacturing industry
done by Morales (1983); these studies are described in table 2.6. The
Morales study was not used with other case studies to address the wage
and working conditions question because it did not provide sufficient
information on these phenomena.

|

Findings The findings for the majority of the case studies show that international
migrants were working in expanding or stable business environments.
These sectors included restaurants, janitorial service, agriculture, and
tortilla production. The restaurant industry has experienced rapid
growth; it more than doubled during the 1967 to 1979 period. Demand
for janitors in California rose by 72 percent during the 1970s. In agricul-
ture, despite productivity gains, employment used for the production of
fruits and vegetables (where foreign workers are concentrated), after
declining in the 1960s, grew again in the 1970s. The tortilla industry is
also a growth sector. Mexican foods, of which tortillas make up about
half of the production, are expected to expand by 76 percent from 1982
to 1990.

In garments, shoes, and auto parts production, on the other hand, inter-
national competition has caused a severe retrenchment in recent years.
However, four studies of these three sectors indicated that declines in
the sector of the industry using international migrants (including illegal
workers) were lower (or actually reversed) than for the industry as a
whole.
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Garments in New York
City and Los Angeles

International migrants were associated with subsectors of the garment
trade (such as women'’s outerwear) which were expanding or shrinking
less rapidly than the industry as a whole. Employment in New York City
shrank in the garment trade during the 1970s. (Employment declined by
80,000 from 1969 to 1975.) However, this shrinkage slowed in the latter
half of the decade. In Los Angeles, the garment industry actually
showed growth in the 1970s. But, this expansion was concentrated in
certain sectors.

Waldinger (1986) described how for New York the sectors based on long
production runs of standardized goods, relatively high capital require-
ments, and skilled labor have declined. Census data show that for New
York City these sectors have declined and have been stagnant in Los
Angeles. Waldinger further explains that other sectors based on low
inventory, short production runs and low cost capital and labor inputs
have remained responsive to constantly changing fashions and spot
markets. In both Los Angeles and New York City, the latter kind of pro-
duction is thriving. In New York City and Los Angeles, small firms have
fit into the market niche sensitive to the vagaries of style which large
mass production firms have found too cumbersome to satisfy.

The success of the spot market is associated with the availability of
small contract firms which specialize in small batch production. These
firms owe their existence in part to their proximity to manufacturers
who require fast response to detailed production instructions. In addi-
tion, these subcontractors depend on international migrants. First, the
subsector benefits from large numbers of international migrant entre-
preneurs willing to take risks of failure. Also, the workers themselves
are mostly international migrants. In New York City in 1980, 67.8 per-
cent of the operatives in garment factories were foreign born. In Los
Angeles in 1980, 89.4 percent of apparel production workers were inter-
national migrants.

In both New York City and Los Angeles, a comparison of the fashion-
sensitive women's and misses’ outerwear (SIC 233) with the more stan-
dardized underwear products (sic 234) demonstrates the advantage of
the small, flexible international migrant-dominated firms. The under-
wear sector has mostly large firms since underwear is manufactured
with long production runs using expensive equipment and a stable labor
force. Quterwear, on the other hand, is produced by small firms which

ISIC 15 an acronym for Standard Industrial Classification, a coding system used by the Bureau of
Labor Staustics te distingwish among industnal sectors
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can adapt flexibly to the volatile and fashion-sensitive market.2 The
New York garment industry during the 1967 to 1982 period held on to
much more employment in the outerwear sector than in the underwear
sector. In 1982, the outerwear sector still had 62 percent as much
employment as it did in 1967, while the underwear sector only had 36
percent as many workers in 1982 as in 1967. In Los Angeles, from 1971
to 1982 employment in women'’s and misses’ outerwear almost doubled
while employment in underwear over the same period declined slightly.

The Los Angeles Shoe
Industry

In Los Angeles, international migrants were associated with an industry
under pressure. But the decline, if it has occurred, has been slower than
the national trend. Evidence indicates that, without the influx of
already apprenticed international migrants, an expensive training pro-
gram would be needed to maintain the industry at its present level.

As described by Runsten (1985) shoe manufacturers in Los Angeles pro-
duce women'’s shoes; some of the firms compete in the high-priced dress
shoe sector dominated by Italian imports. This is the most labor and skill
intensive sector of shoe production. Fashion footwear (like fashion gar-
ments) is somewhat less sensitive to labor costs since it is high priced. It
does, however, require a skilled and flexible labor force. Los Angeles
employer estimates of training times for acquisition of the semi-skilled
tasks require a minimum of three to six months.

According to a survey of Los Angeles firms reported by Runsten, the
international migrant labor force (most of whom are illegal) arrives in
Los Angeles from Mexico already trained. Since wages in California are
much higher and hours more regular than in the shoe producing areas of
Mexico, workers adjust rapidly to the relatively (by U.S. standards) low
wage and uncertain hours found in Los Angeles shoe plants.

According to the employers, a training program would have to be
mounted in Los Angeles (none currently exists) to replicate the trained
labor force coming from Mexico. They claimed that such a program
would be costly because three to six months of training are required for
a new worker to attain the necessary skills. Without a trained labor
force, the skill-dependent Los Angeles shoe industry would be
endangered.

°In 1982, underwear firms were 3.9 times larger than outerwear firms in Los Angeles
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Runsten reports evidence that indicates that the Los Angeles shoe indus-
try has increased slightly while the industry declined nationally. From
1970 to 1980, the number of shoe workers in Los Angeles actually rose
sharply in defiance of national trends. Los Angeles employers stress the
importance of the skilled international migrants to their industry’s
survival.

Auto Parts Production in
Los Angeles

Los Angeles auto parts producers, in response to the recession of 1979
to 1983, utilized recent international migrants to achieve flexibility and
lower labor costs. These strategies have permitted some firms to adjust
to a new and depressed business environment.

Morales (1983) described adaptations made by auto parts employers to
the difficult conditions they confronted in the late 1970s. In 1979, an
automobile recession led to the closing of auto assembly plants in Los
Angeles and the consolidation of production in the Midwest. Los Angeles
supplier firms producing parts for new and used cars suffered a cutback
in demand.

Faced with crisis, firms used various labor cost containment strategies
to survive. All were based on a shift to the use of more international
migrant labor, including many illegal workers.? One unionized firm hired
recent international migrant workers preferentially. The new workers in
this firm were used by management to undermine union strength. Rely-
ing on the lack of understanding between the U.S.-born union leadership
and the recent international migrant rank and file, the management was
able to ignore costly union rules. According to Morales, another firm
used the tactic of stratifying the work force in order to keep it disunited
between international migrants (of whom most were illegal) and U.S.-
born workers. The U.S.-born workers as a group were paid at higher
levels than the international migrants (both legal and illegal). Another
option taken by a third firm (producing headers) was to move produc-
tion to a border plant in Mexico. This tactic has pressured its direct Los
Angeles competitors to maintain extremely low wages which only recent
international migrants will accept. In the late 1970s, the Los Angeles
auto parts industry faced a difficult and uncertain period of transition.
The presence of international migrants buffered the shock for the
employers as the companies adjusted to new conditions.

“Morales (1983) found that production workers in 8 auto part firms were 37 percent undocumented
immigrants. 30 percent documented immigrants, and 32 percent citizen workers. Most of the latter
were U.S.-born
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Conclusions

Our synthesis of 10 case studies on 8 industrial sectors demonstrates no
association between illegal aliens and industries or sectors in declining
business environments. In 5 sectors where illegal aliens were found to
have an important presence, the demand for labor was stable or
expanding. Three sectors that also had substantial numbers of illegal
alien workers were shrinking. However, subdivisions within these sec-
tors that had high concentrations of international migrants, both legal
and illegal, were found to be healthy and at times expanding. These
resistant subsectors may have been bolstered by the presence of illegal
alien workers. Again, due to the limited number of areas and sectors
studied, we urge caution in generalizing from these findings. They do,
however, identify industries likely to experience stress if the Immigra-
tion Reform and Control Act of 1986 is implemented successfully. These
industries, which are in declining business environments and, at least in
places, employ large proportions of international migrant workers, are
shoes, garments, and auto parts production. Other, unstudied sectors,
which prior to 1987 had high concentrations of illegal workers, may also
feel pressure to raise wages to the reservation level (i.e., the level at
which unemployed workers are attracted to jobs) and experience conse-
quent difficulty in meeting foreign competition unless corresponding
increases in productivity can be obtained.

4Sectors which are expanding or undergoing reorganization are likely to have recent immigrants who
can circumvent labor botilenecks arising from the low mobility of native labor.

Page 47 GAO/PEMD-88-13BR Legal and Illegal! Workers' Wages and Working Conditions



Appendix I

Request Letter

United States Senate

COMMITTEE ON THE JUDICIARY
WASHINGTON, DC 20510

STROM THUAMOND SOUT CARC.INA CHAIRMAN

CHARLES MCC MATHIAS Ja MARYLAND JOSEP= A BIDEN & DELAWARE

PAUL LAXALT NEvADA EDWARD M XFNNEDY MASSACHUSETTS
OARIN G HATCr _Yam ANEER™ ( BYRD WEST VIRGINIA
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CHARLES E GRASSLEY (Owa PATRICK _ LEAMY VERMONT

JEREMIAN DENTON ALABAMA MOWELL MEFLIN ALABAMA

ARLEN SPECTER PENNSYLVANIA PAUL SIMON ILLINOIS

MITCH MCCONNELL KENTUCKY
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SUBCOMMITTEE ON IMMIGRATION ARND REF_CEE P ..
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CHARLES E GRASSLEY 'OWA  EDWARD M KEANEDY M2 & -
JEREMIAMH DENTON ALABAMA  PAUL SIMDA WL Y

MICHARD W DAY fafs COUNSY A" A0 DRE &
SERRY MOTINRER MNLE T LUNSE

OEBORAS G MEANSTHiN CHIEs CiEAR
AR & GITENSTEIN MINORITY Crigh COUNSEL

October 22, 1985
Honcrable Charles A. Bowsher

Comptrcller General

General Accounting Office

441 G Street, N.W.

washington, D.C. 20548

Dear Mr. Bowsher:

It has come to our attention that preliminary plans are
underway within the GAO's Program Evaluatiorn ané Methodology
Division to study the effects of 1llegal aliens on the American
labor market.

As you probably know, this 1s one of the most contentious
1ssues 1n the current debate over immigration reform. We want
to express our belief that such an undertak:in3 would be extreme-
ly useful as we process the pending immigration legislation.
Such a review may answer sonme of the gquestions on the need for
a foreign guestworker program =~- an 1ssue that has become
prominent in the 1mmigration reform debate.

Jarinag the course of the work of the Select Commission ©
Immigration and Refugee Policy, the guestion of American labor
market disglacement by botn legal and 1llegal migration was
reviewed, and a number of important studies were commissioned.
But the results were incomplete, given time and budgetary
constraints, and they were not systematically analyzed.

n

Again, we believe tpnat sucn a review by the GAC, assessing
tne state of knowledge and synthesizing the findings of avail-
aple researcnh, would be very useful not only to our Subcomrittee,
put also to the House Judiciary Committee. We would, therefore,

commend your foresight in undertaking the proposed study, and
would reguest that you keep the Subcomm:ttee informed of 1ts
progress.

Mary thanks for your consideration, and best wishes.

erely,

®ar .S Simpson ¥
Chairman, Sabcommittee or
Immigration & Refugee Policy
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Our objectives for this review were to synthesize research on the effects
of illegal alien workers on legal workers’ wages and working conditions,
and on the association between illegal workers in an industry and a
declining business environment. Research on the displacement effects of
illegal workers was reviewed in an earlier report, Illegal Aliens: Limited
Research Suggests Illegal Aliens May Displace Native Workers (GA0/
PEMD-86-9BR, April 1986), and is not covered in this report. We have not
attempted to address other important issues related to immigration and
the labor market.

The evaluation synthesis methodology that we used is described in our
paper entitled The Evaluation Synthesis (Washington, D.C.: U.S. General
Accounting Office, April 1983). This methodology has three main
features:

1. It attempts to identify the universe of empirical work, including
unpublished and draft manuscripts.

2. It combines findings across studies, taking research characteristics
and data quality into account.

3. It provides an indication of what is known, what is unclear, and
where the knowledge gaps are.

Conducting the synthesis required completing three steps: (1) identify-
ing relevant studies, (2) assessing study quality, and (3) combining
information across studies.

While application of the methodology for identifying studies is identical
for this and the first review on displacement, other steps differed some-
what for the two reviews. These differences in approach reflect differ-
ences between the reviews both in the types of studies used and in the
questions addressed.

Identifying Studies

We began our search for relevant research literature with a broadly
focused examination of six computerized bibliographic files: ABI/Inform
(which covers business topics), Economic Literature Index, Sociological
Abstracts, NTIS (which covers technical reports, mostly governmental),
PAIS, and Social Scisearch. Our search was intentionally broad because
we wanted to find as many relevant documents as possible. The search
of each file was generally restricted to documents published after 1975.
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Assessing Study
Quality

The computerized searches yielded more than 1,500 references, many
with abstracts. We screened them to 230 items that appeared the most
relevant to our general topic: the effects of illegal aliens on the labor
market. These items included reports on legal immigrants that were
potentially relevant to our topic. The documents were then collected
from libraries, authors, and other sources.

Documents were then scanned and classified into two main categories:
legal immigrants and illegal aliens. The documents on legal immigrants
were scanned, and only empirical studies of displacement, wages and
working conditions, and business environment were classified as rele-
vant. The documents on illegal aliens were read more closely and classi-
fied into three main categories: general policy and background
discussion, research, and reviews of research.

Next, we reviewed the bibliographies of the research study and review
documents to identify other studies that might have been missed by the
computerized searches. We also searched immigration-related journals
and informally contacted several experts to identify work in progress
and unpublished literature. In addition, we mailed our bibliography to
other knowledgeable researchers, policy analysts, and policymakers for
their review, and we were further able to identify newly completed and
ongoing studies.

We then coded reports by the labor market effect they addressed: wages
and working conditions, and business environments. Our search yielded
40 research documents relevant to our wages and working conditions,
and business environment questions. Several of these were multiple pub-
lications based on a single study and overlapping data sources. We
grouped reports into a final set of 36 studies.

In this phase, the research studies we identified were assessed for data
quality. Each study was evaluated by two raters. We asked them to rate
separately each of four possible components of a study: (1) descriptive
data on illegal workers; (2) descriptive data on contrast groups (such as
native or legal workers); (3) descriptive data on the presence and role of
illegal workers in an industry; and (4) analyses of wages and working
conditions.

The raters gave two ratings for each descriptive component of a study
and three ratings for analyses of wages and working conditions. The two

Page 50 GAO 'PEMD-88-13BR Legal and [legal Workers' Wages and Working Conditions



Appendix II
Detailed Description of Method

ratings for descriptive data were for the amount of methodological
information provided in a study and the validity of the reported data.

The three ratings given for the analyses of wages and working condi-
tions were for (1) the amount of methodological information provided;
(2) the validity of the reported data for demonstrating that an effect
occurred; and (3) the validity of data for demonstrating that the effect
could be attributed to the presence of illegal workers.

All ratings were done using seven-point indices with one indicating
either no information on a study method or a method so flawed that the
data probably are wrong and seven indicating detailed information or an
appropriate attempt to minimize endemic problems. In addition to pro-
viding these overall ratings, the evaluators wrote brief justifications for
each rating. We developed final ratings for individual studies by averag-
ing the ratings across evaluators.

To standardize the criteria used to assess studies, we modified a set of
general guidelines for evaluating study methodologies. These general
guidelines were developed by Gao. Our adaptation of the guidelines for
reviewing studies on illegal aliens is given in tables II.1 and I1.2. Our
modifications reflect our attempt to account for endemic methodological
problems across studies that concern illegal aliens. In particular, we
decided not to consider the representativeness of samples of illegal
aliens in their evaluations. Illegal aliens are a hidden population and it is
impossible to randomly sample from this population or to know how
representative a given sample might be. Since all studies share this fea-
ture, we decided to evaluate studies on the controllable features of their
methodologies. We also decided not to consider sample size in evalua-
tions. Across studies, sample sizes varied considerably. Our rating sys-
tem could not adequately indicate the relative weights that should be
given to samples with such extreme limits. Therefore, we decided not to
weight individual studies by their sample sizes in our synthesis of
findings.
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Table ll.1: Quality Considerations tor
Case Studies on lllegal Aliens

Design Issues Is the case study application clearly described? Was it appropriate?

Was the time span of the study long enough to address the core
1ssues fairly?

Is this basis for case selection presented? Was it appropnate?

Data Collection Are the methods of data collection presented? Were they
Issues appropriate?

If more than one investigator collected the data, how were the
investigators selected, trained, and supervised?

Are information sources described ciearly and fully? Were they
appropriate?
Issues in Data Base Are the procedures for the formation of the data base described?
Formation and Data

Analysis Techniques Are the techniques of data-gathering and data-processing exphcitly
described?

Were there interpretation differences, and, if so, how were they
resolved?

Reporting issues Are methodological strengths and limitations identified clearly?

Are the arguments for various resolutions of the evaluation question
presented?

Does the case study identify the factors explaining the phenomena
observed and state clearly whether the identification of these
factors was based on insight and recognition or on guantitative
techniques”?

We classified studies as not useful for our purposes if either our rating
on the amount of methodological information or on the validity of data
was less than three on our seven-point index. Ten of the 36 studies were
in this category or were excluded for reasons discussed in the next part
of this appendix. We sought to obtain additional information on studies
that had low ratings on amount of methodological information by con-
tacting the authors of these studies. Based on the additional information
that we received, ratings on amount of methodological information
increased for a few of these studies, and they were included in the anal-
ysis. Some studies that analyzed wage and working condition effects
were not useful for attributing wage or working condition effects to ille-
gal workers but were included because they provided valid information
on the noncausal association between the presence of illegal workers
and a wage or working condition effect.
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Table I1.2: Quality Considerations for
Non-Case Studies on lliegal Aliens

Combining
Information Across
Studies

Design Issues Was the study design appropriate?
Were the procedures used to draw the sample adequate for the
type of sample?

Measurement What was the relationship between the measured variables and the
issues study objectives?

Were the measured variables reiiable and vahd?

Were measurement instruments (including pitot testing) developed

adequately?
Data Collection Were data collectors selected adequately? Was the training of data
Issues collectors appropriate and adequate?

Were the procedures for ensuring the reliability of data collectors
duning data collection adequate?

Analysis Issues Was the analysis plan or approach appropriate?
Were statistical procedures used appropriately?

Was the amount of anaiytic detail adequate?

Reporting Issues Were the conclusions drawn from the data and analysis
appropriate?

Is the statement of study limitations approprate? If not, what were
the study limitations?

Our procedures for combining information differed by type of study.
These procedures are described below for the wage data on illegal
aliens, data on community comparisons, and case study data.

For all three types of studies, we combined information and drew con-
clusions about the effects of illegal workers on legal or native workers
even though much of this information was on composite groups of illegal
and legal or native workers. We assumed that the observed effects of
composite groups were diluted or dampened in relation to the effects of
a distinct group of illegal workers. The reason for this concerns the two
nonmutually exclusive ways in which illegal aliens may adversely affect
native or legal workers. First, they can increase the supply of labor and,
by doing so, put downward pressure on wages and working conditions.
In this way, illegal aliens could affect the labor market in the same way
as any other new worker group, illegal or not. Second, illegal aliens,
because of their precarious legal status, also may be more likely to
accept low wages and poor working conditions than native or legal
workers.
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Wage Data on Illegal
Workers

The 14 studies used in this analysis provided data on the earnings of
illegal workers. All were used in the comparison of illegal workers’
wages with the minimum wage; 7 of the 14 studies with data for a sam-
ple of legal workers were used in the comparison of illegal and legal
workers’ wages. We excluded studies whose only information on wages
was from data collected by INS. These tended to be local and out-of-date.
Instead, we obtained national statistics from INS directly.

For each study, we pooled data on samples of workers with the same
legal status. For example, we pooled data from multiple samples of ille-
gal workers within the same study. We then coded information on the
earnings of illegal and legal workers. In most cases, the earnings data
were hourly wages; in some cases, data were workers' income or piece
rates. When possible, we converted the income and piece rate data to
hourly wage data. Several studies reported a variety of statistics on
hourly wages, including mean, median, mode, median interval, modal
interval, minimum, and maximum. We focused on the mean hourly wage
because it was the statistic most often reported, and it is more manipula-
ble for analytic purposes than any of the other statistics.

In addition to coding information on workers’ wages, we coded data on
the number of workers on which the data were based, the settlement
status of international migrants, and methodological information (for
example, year data primarily collected, quality ratings, and whether or
not a sample of workers included some members from another type of
sample). Data on several of these variables were unavailable in many
studies. As described later, some of these data were used to interpret
patterns in the wage data that emerged in analysis.

For the comparison of illegal workers’ wages and the minimum wage, we
aggregated information from studies reporting wages in different years.
To do this, we computed ratios of workers’ wages to the prevailing mini-
mum wage. Using ratios permitted us to combine wage data from differ-
ent years, regardless of the minimum wage. That is, the ratios
standardized the relationship between workers’ wages and the statutory
lower limit; they did not effectively control for wage growth over time.

After aggregating wage information in the form of ratios, we examined
associations between results and methodological characteristics of the
studies. First, we examined the extent to which results varied by source
of wage data: hourly wage, income, and hourly wage based on piece
rate. The latter two sources of wage data are suspect because they are
subject to error (for example, resulting from inaccurate assumptions
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about the number of hours per month or year on which to base conver-
sion from monthly or annual income to hourly wage data) that hourly
wage data are not. This analysis revealed that income data had greater
variability than hourly wage source data. Also, the only study with
mean hourly wages below the minimum wage used income data. Hence,
we restricted our analyses to 16 studies with wage data based on hourly
wages, and 7 studies with wages based on income and piece rate data
were excluded. We then examined the association between illegal work-
ers’ wages and quality ratings for the 16 studies that reported mean
hourly wage data. We did not find a significant association. Neverthe-
less, we excluded the two studies with low quality ratings (that is, stud-
ies with ratings of less than three on our seven-point index) from
subsequent analyses.

For the comparison of illegal and legal workers’ wages, we examined
each study separately. We examined differences between the groups on
wages and on characteristics that can affect wages. These characteris-
tics include the following: employing industry, occupation, geographic
area, education, job tenure, skill level, and method used to collect and
analyze data. Based on the extent of the differences overall, we judged
the extent to which groups within studies were comparable. We also
considered the results of analyses conducted in a few studies that
attempted to control statistically for group differences. Because the
results were consistent across studies, we did not search for variation
between results and methodological characteristics such as quality.

Vage Data on Workers in
‘ommunities That

)iffered on the Presence
f International Migrants

We sought but could not find studies that provided direct assessment of
the effects of illegal workers on labor market-wide wages. We did find 7
studies that focused on international migrant workers, both iliegal and
legal, and their impact on wages in different communrities and labor
markets. Because the effects of illegal aliens can be similar to those of a
group of international migrants generally, these studies are relevant to
our question on wage effects.

On the basis of study evaluations, we decided to exclude 3 of the 7 stud-
ies because of significant methodological weaknesses. We reviewed each
of the remaining four studies individually to understand how method-
ological features (for example, statistical analysis and control variables)
may have influenced results. This was important for examining results
across the studies and for identifying the potential biases that can result
from study limitations.
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Case Study Data

We used information from a total of 10 case studies on the effects of
illegal workers on wages and working conditions, and on the association
between the presence of illegal workers in an industry and a declining
business environment. These 10 studies cover 8 industries or sectors. All
but one provided information to address the question on wages and
working conditions; the entire set was used to address the question on
the association between illegal workers in an industry and a declining
business environment. The researchers attempted to limit their focus to
a particular economic sector and a particular locality. All were com-
pleted in 1982 or more recently.

The strength of the case study approach is found in its potential ability
to explain the complex decisions made by business managers who
choose to use (or not use) international migrants (including illegal work-
ers) in their labor force. Case study research can take into consideration
the nature of product demand and supply (including international com-
petition), the influence of technology, the role of ownership patterns,
the part played by government agencies, and the impact of industrial
relations within a given area and labor market. Seen in its entire indus-
trial context, one can judge more readily if the presence of international
migrants serves more to stimulate business and employment for comple-
mentary U.S. workers or depress wages and restrict job opportunities
for competitive U.S. workers.

We reviewed the studies individually and then sought to identify pat-
terns from all the studies on the same sectors.
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~ote: GAO comments
supplementing those in the
eport text appear at the
and of thus appendix.

SECRETARY OF LABOR
WASHINGTON

October 22, 1987

Mr. Richard L. Fogel

Assistant Comptroller General
U.S. General Accounting Office
Washington, D.C. 20548

Dear Mr. Fogel:

In reply to your letter of September 9
requesting comments on a draft report
on effects of illegal workers on wages
and working conditions of legal workers,
the Department's response is enclosed.
We appreciate the opportunity to review
the report and to provide you with com-
ments.

Very truly yours,
LLIAM E. BROCK
WEB:rjk

Enclosure

|
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Now pages 8-15

See comment 1

See comment 2

Now pages 37-41

Enclosure No. 1

U.S. Department of Labor's Comments on a Draft
General Accounting Office Report Entitled:
Illegal Aliens: 1Influence of Illegal Workers on
Wages and Working Conditions of Legal Workers

The Department of Labor has a major objection to this report,
Illegal Aliens: 1Influence of Illegal Workers on Wages and
Working Conditions of Legal Workers. It should be made clear
at the onset that DOL has no objection to the introductory
discussion (pp. 10-24) of the two competing theoretical
frameworks for analyzing labor market dynamics (a competitive
non-segmented labor market and a segmented labor market). 1In
fact, this discussion of the utility of each of the frameworks
in evaluating the effects of illegal migration on the U.S.
labor force provides a good basis for analysis. However, DOL's
objection lies with the subsequent evaluation of the empirical
work on whether illegal alien workers depress wages and worsen
working conditions for native and/or legal workers. This
analysis suffers from an imbalance, giving too much weight to
the positive indirect effects resulting to the complementary
workers in a theoretically segmented labor force.

While the framework of segmented labor markets may be useful,
it is overemphasized throughout GAO's report. The extreme
example of illegals competing and working in certain sectors of
the labor market (with native and legal workers in other
sectors) certainly has no basis in reality. The fact of the
matter is that large numbers of native and legal U.S. workers
are in the same labor market as illegal workers. Furthermore,
if wages were not depressed by illegal workers, even greater
numbers of native and legal workers would be in that labor
market. The report could benefit by elaborating on the issue
of causality. Do native-born and legal workers find certain
low-skilled jobs inherently unattractive (at any wage) and thus
these jobs can only be filled by illegal workers who are
willing to work at low wages? Or rather do the low wages
resulting from the presence of illegal workers in these
low-skilled occupations discourage legal workers from seeking
employment in those occupations? Certainly, an increase in
wages in the lower-paying segment of the labor market could
attract legal and native workers.

The reverse is also true: falling wages resulting from the
increased presence of illegal workers discourage the employment
of U.S. workers. Indeed, the GAO report gives four compelling
examples of adverse wage effects resulting from the presence of
illegals (pp. 66-73). The case studies of the citrus industry
{Ventura County, CA), the pole tomato industry (San Diego
County), a tortilla firm (Contra Costa County, CA), and
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Now on pages 30-37

\ow page 32
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janitorial services (Los Angeles) clearly showed the adverse
wage effects resulting from the presence of illegals.

Addit ionally, they detailed the rapid and widespread
displacement of native and legal U.S. workers by illegal aliens
competing in the same labor market but willing to sell their
labor at a lower wage. The case studies dramatically refute
the argument that these are jobs that legal or native workers
will not take. In the recent past, virtually all these jobs
had been held by legal or native workers.

o Adverse Wage Effects Found in Three Sectors or Industries

It is the section entitled, "No Adverse Wage Effects Found in
Three Sectors or Industries" (pp.54-64), which suffers from an
imbalance/bias, giving too much emphasis to the possible
positive indirect effects resulting to complementary workers in
a segmented labor force. The introduction to this secztion
states:

"Wages cannot be considered depressed in the three sectors
discussed below because either one or the other of the
fnllowing conditions can not be met:

~- No clear and identifialble competitor group of native nr
legal workers was adversely affected by the presence of
immigrants, or

-- Some groups of native or legal workers within an
industrial sector were benefited while others were harmed
by the presence of immigrants. The effect on balance
cannot be determined.”

Discussion of the First Conditionn

-- No clear and identifiable competitor group of native or
legal workers was adversely affected by the presence of
immigrants”

In all three cases, the first condition is not met. However,

this point is not highlighted in the present text of the

report. Rather, it is somewhat concealed by combining it with
the second condition. The GAO report needs to make this point
explicit, 1Indeed, in each of these three industries, there was

a "clear and identifiable competitor group of native or legal
workers [which] was adversely affectel by the presence of
immigrants.” Some examples:

(1) Los Angeles garment workers. On page 53, GAO reports
that "[w]ith regard to the willingness of native wnrkers
to accept jobs being filled by immigrants, interviews
with unemployed native workers in Los Angeles showed that
few were willing to work at sewing machines."
Unfortunately, the report dmesn't aleguately tie this
finding into other statements that "[iln Los Angeles,
researchers founi that 35 percent of the surveyed
flispanic [garment] workers earned less than minimum wage

)
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Now page 31 and 33 percent earned exactly minimum wage."” (p. 55) and
“[iln Los Anqgeles, 83 percent of the almost 500

interviewed in the Maram and King study were illegal
Now pages 31-32. workers." (p. 57).

(2) Similarly, for New York garment workers, the report fails
to make any connection between the increase in the

Now page 31. immigrant (many illegal) work force and the decline in

the relative wages (pp. 56-57).

(3) Los Angeles shoe industry. While the report cites (p.
59), "there is no current group of native or legal
workers in competition with the foreign workers", it
fails to adequately tie this statement in with subsequent
statements: “First, in the 1940s, the industry was
predominantly native. By 1983-84, production workers in
the firms were predominantly Latin American immigrants."

Now page 34. (p. 60) and “"In the 1940s, the Southern Zalifornia

industry paid the highest wages in the nation for

comparable workers. Over the years, the relative wage

Now page 33 fell" (p. 60)., Thus, statements such as "[S]ince at the

present time no trained native labor force exists which

can compete with the immigrant workers, who arrive
already apprenticed in the shoe making craft, it cannot
be shown that any competitor native group is harmed by

Now page 34 the presence of the immigrants" (p. 62) are completely

unjustified.

(4) Restaurants. Here the evidence that a "clear and
identifiable competitor group of native nr legal workers
was alversely affected by the presence of immigrants" was
straight forwar 1:

"Part nf the employer preference is hased on low wages
accepted by the immigrants. The Maram and King stuly
in Los Angeles reported that 22 percent of the
undocumented workers and 8 percent of the reportedly
legally resident workers were paid below minimum

wage. In the study, 37 out of 52 surveyed restaurant
managers believed that immigrants either held down
wages or averted a labor shortage of kitchen workers.
Thirty-nine of these employers admitted to having
replaced native workers (Chicanos, blacks, and whites)
Now page 36. with Spanish-speaking immigrants." (p. 64).

It is astonishing that GAO concludes that there are no adverse
effects in the above three sectors. Certainly, in all »f these
sectors, the first condition that "no clear and identifiable
competitor group of native or legal workers was adversely
affected by the presence of immiqgrants” “as not been met. This
section of the 3A0 report needs to be revised to explicitly
discuss the negative direct effects of illegal workers on
native workers in each of these three sectors,
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See comment 4.

Now page 32

Now pages 34-35

See comment 5

Now page 25
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Discussion of the Second Condition

-- Some groups of native or legal workers within an
industrial sector were benefited while others were harmed
by the presence of immigrants. The effect on balance
cannot be determined."”

It is only due to the second condition that GAO can maintain
that no adverse wage effects could be found in the garment,
shoe, and restaurant industries. However, GAQ presents no
evidence that the positive indirect effects of illegal workers
either counterbalance or outweigh both the negative direct and
indirect effects of illegal migration. While the evidence of
negative impacts was straightforward, gquantifiable, and
devastatingly illustrated in many of the case studies, the
positive indirect effects were much more abstract and virtually
impossible to quantify. Indeed, GAO relies on anecdotal data
from respondents (who are most likely biased) in order to
support their arguments: "Twenty-one out of 31 Los Angeles
contractors said they would go out of business if they had to
raise wages just one dollar over the minimum" (p. 58) and
"...employers reported to Runsten that a disappearance of the
illegal Mexican shoe workers would convince them to close down
their businesses, which would eliminate jobs for the small
group of legal alien or native shoe workers, and for
complementary native or legal alien workers who depend on the
industry for their jobs." (p. 62). The reliance on statements
from employers of illegal workers to support the conclusion
that there is "no adverse wage effects found in [these] three
sectors or industries is highly questionable. Yet it is on the
basis of these positive indirect effects which are never
adequately guantified or discussed that lead GAO to place these
case studies under the misleading heading of "No Adverse iage
Effects Found in Three Sectors or Industries." This section
needs a new heading and extensive revision.

Some other points on the report:

(1) Two terms are used incorrectly, adding unnecessary
confusion to an already complex topic. The term
"nonimmigrant®” is defined under the Immigration and
Nationality Act (INA) as an alien who seeks temporary
entry to the United States for a specific purpose. It
does not mean a person who has never immigrated., One
example of the incorrect usage of nonimmigrant is on page
44-- "wage growth for immigrant and nonimmigrant
workers", In place of the term "nonimmigrant", we
suggest either "native-born" or "U.S.-born."

The second term, "immigrant", has a very different
meaning under U.S. law than it does ia the demographic
sense. The INA defines immigrant as an alien admitted to
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See comment 6.

Now pages 12-14 and 24.

See comment 7.
Now page 11

Now page 50

Now page 20

(2)

(4)

(5)

-5 -

the U.S. as a lawful permanent resident. 1Its usage
throughout the report is confusing, particularly when GAO
is attempting to isclate the impacts of illegal aliens.
We suggest using the term "immigrant" (or "legal
immigrant"-- admittedly redundant but quite clear to
those readers not familiar with U.S. immigration law) to
refer to those aliens admitted to the U.S. for lawful
permanent residence. The term "illegal aliens" is
self-explanatory. To refer to both groups, we suggest
“both legal immigrants and illegal aliens" or
"international migrants."

The fact that strictly segmented labor markets are likely
to be rare needs to be mentioned earlier in the paper,
specifically in the discussion on pages 20-24. 1In the
present document, this point is mentioned 20 pages later
on page 43.

On Figure 2, the last line of footnote appears to be
incorrect. Weren't 28 studies used overall, as mentioned
on page 1%? Figure 2 also indicates 28 studies (36 minus

The first line on page 90 (Appendix II), the word "may"
needs to be corrected to read "many."

And, last but certainly not least, the fifth study cited
on page 28, “"North and Houston", contains a mispelling.
It should read "Houstoun." (Ms. Houstoun is a DOL
employee.)
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GAO Comments

The following are GAO's comments on the Department of Labor’s letter
dated October 22, 1987.

1. We disagree with the Department of Labor (DoL) that our report gives
too much weight to the positive effects of illegal workers on complemen-
tary workers. Later agency comments indicate that DOL’s objection pri-
marily concerns the issue of labor market segmentation and our
conclusions in one section of the report now entitled, ‘‘Net Effects Inde-
terminate in Three Sectors or Industries.” We discuss our treatment of
segmentation below and the report section in question in GAO comment 3.

For two reasons, we disagree that the report overemphasizes the per-
spective of segmented labor markets. The first reason concerns our use
of the competitive nonsegmented and segmented labor markets in the
report. One of our objectives is to interpret the results of extant
research on the effects of illegal workers. To achieve this objective, we
used the two perspectives not as a basis for analysis but primarily for
the alternative interpretations that they provide of research results that
indicated the presence of illegal workers in a labor market. That is, we
sought to determine which of the different interpretations of such
results was more plausible. In cases where, based on the evidence pro-
vided, we could not establish which was the more plausible interpreta-
tion, we were cautious in drawing conclusions about the effects of illegal
workers. These cases were frequent. We view this as an appropriate and
Jjudicious use of both perspectives rather than as overemphasis of the
segmented labor market.

The second reason concerns differences between GAO and DOL over the
definition of ‘‘labor market segmentation.” bOL’s comment that segmen-
tation *‘certainly has no basis in reality,” and its subsequent statement
about illegal and legal workers in competition imply that DOL defines
segmentation as the presence of illegal and legal workers in completely
separate labor markets throughout the national economy. That is, DOL
seems to suggest that segmentation must be an all-or-none phenomenon:
Illegal workers are in separate markets from legal workers everywhere
or segmentation does not exist. Based on this definition, DOL seems to
conclude that segmentation is nonexistent and views GAOQ's application—
or any application—of the segmentation concept for the purpose of
interpreting research results as overemphasis.

However, our definition of segmentation is not as rigid or broad as DOL’s.
From an empirical perspective, segmentation must be viewed as a highly
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localized phenomenon. As it applies to illegal and legal workers, segmen-
tation means that illegal workers numerically dominate a segment or
specific occupation in a specific geographic location, and these workers
do not compete for jobs with legal workers in another segment. (We
have clarified our definition of segmentation in the report, which
appears in section 1.) Given our definition, we believe that segmentation
does exist. This situation has been documented. It may occur, for exam-
ple, when foremen with responsibility for hiring tap into migration net-
works as a source of workers. Hence, based on our definition, the
discussion of segmentation that appears in the report is very much
based in reality and is appropriate.

2. The agency argues that, in the absence of illegal aliens, wage levels
would rise by an amount sufficient to encourage native workers to seek
employment in some of the industries now dominated by illegal aliens.
We agree that this is possible but are unconvinced that it would occur
universally. Our data indicate adverse wage effects resulting in four
labor markets and sectors: citrus in Ventura County, pole tomatoes in
San Diego County, tortillas in Contra Costa County, and janitorial ser-
vices in the Los Angeles area. At least in these particular instances, the
absence of illegal aliens could be expected to lead to higher wages and
greater employment of native workers. As will be discussed in our next
comment, however, one cannot conclude that the absence of illegal
aliens would, in all cases, cause an increase in wages and job opportuni-
ties for native workers.! In some cases, the higher wages necessary to
bring additional workers into a given labor market would possibly raise
the employer’s costs to a level that prevents the employer from compet-
ing effectively with foreign producers.

3. We disagree that the section now entitled, **Net Effects Indeterminate
in Three Sectors or Industries” suffers from an imbalance, *‘giving too
much emphasis to the possible positive indirect effects resulting to com-
plementary workers in a segmented labor force.” We argued that one
cannot document net wage depression in three sectors because each of
them met one of the following conditions:

'The case studies also may poorly represent workplaces that employ international rgrants. For
example, most of the case studies that found wage depression overall were on unionized settings.
Substantial evidence indicates that unionization tends to lead to higher wages. In these cases. a part
of the effect that illegal aliens may have had on wages was to counteract the effect that the unions
had had on wages. Yet. unionized settings account for a minority of the workplaces that employ
international mugrants (The Bureau of Labor Statistics estimates that in 1986 no more than 18 per-
cent of all U.S. workers were uruon members.)

Page 64 GAO 'PEMD-88-13BR Legal and Nllegal Workers' Wages and Working Conditions



Appendix ITI
Comments From the Department of Labor

No clear and identifiable competitor group of native or legal workers
was adversely affected or

Some groups of native or legal workers within an industrial sector were
benefited while others were harmed by the presence of international
migrants.

DOL appears to have misunderstood how we classified three sectors—
garments, shoes, and restaurants. The garment and restaurant sectors
met the second condition, wherein some native or legal workers bene-
fited while others were harmed. Thus, we agree with the reformulation
of our text on pages two and three of the DOL letter with regard to the
garment and restaurant cases. Native or legal workers were harmed in
those cases but other native or legal workers were aided. We have
revised the text of the report to clarify these points. We have also high-
lighted the point that the net impact of the presence of international
migrant workers cannot be determined based on the available evidence.

The Los Angeles shoe industry met the first condition. DOL disagrees,
citing the past history of a large native workforce in the Los Angeles
shoe industry. We believe that the point is not whether or not wage
depression occurred in the past—it may well have occurred—but what
the current conditions are in the Los Angeles shoe industry. The current
conditions are that the workforce is composed almost entirely of inter-
national migrants. The question then is: Does an identifiable competitor
group now exist? The research suggests that a group of native workers
with these skills does not exist. It also suggests that the other option of
training native workers to develop adequate skills would be costly. Such
an additional expense would further jeopardize the survival of firms in
an industry that was already struggling to compete with foreign produc-
ers. Hence, employers in the Los Angeles shoe industry are unlikely to
ever provide training to native workers on a large scale. For these rea-
sons, based on the available evidence, we believe that no competitor
native group currently is harmed by the presence of the international
migrant workers.

4. We do not conclude, as DOL suggests, that the positive effects out-
weigh or balance the negative effects. Instead, we claim that the net
effect cannot be determined. We draw this conclusion because the evi-
dence indicating whether the positive effects outweigh the negative
effects or vice versa is unavailable. To make this clearer, we have
revised the heading for this section to *‘Net Effects Indeterminate in
Three Sectors or Industries.”
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For several reasons, we also disagree with DOL’s claim that the evidence
for positive effects is substantially weaker than that for negative
effects. First, the declines in wages and working conditions that
occurred in some of these sectors—most notably the garment and shoe
manufacturing industries—cannot be simply equated with the presence
of international migrant workers. Market forces, especially competition
from foreign producers, have had a serious impact on these industries.
This is not to minimize the negative effects of past wage depression
associated with the presence of international migrant workers. Rather,
our point is that attribution of the amount of wage erosion that occurred
over time to each of the various forces affecting the industries is
impossible.

Second, the evidence for both types of outcomes is similar and, thus,
suffers from many of the same problems and benefits from the same
strengths. For example, DOL is correct in identifying the employer inter-
view data as potentially biased and self-serving. However, GA0 and DOL
use the same type of information to support findings of negative effects.

Third, we base our conclusions on several sources of evidence and the
pattern that emerges from considering them all. While no one source
may provide a sufficient basis for conclusions (e.g., the relatively weak
data from employers), finding a consistent pattern among several
sources is very convincing. We have identified such patterns in each of
the case descriptions.

5. We have revised the text to include DOL’s suggestions on terminology.
We also have revised the definitions that appear in the first footnote in
section 1.

6. In section 2, we state that strictly segmented labor markets may be
rare. We have revised the text by adding a similar statement to the dis-
cussion of theory that appears in section 1.

7. We have corrected the typographical errors noted.
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