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People are quick to look to the government to solve social problems. Many folks implicitly assume that the market, or “the world around us”, has failed to provide the quality of life we want, and that
public policy is suitable for correcting the problem. Hence, government is called upon to take remedial
action. But, interestingly, the same people who seek to solve social problems through public policies often do not take into account the full direct and indirect costs of such policies, and still coddle the naïve
presumption that government is able to fix—or at least significantly alleviate—social maladies. Both of
these commonly held shortcomings must be discarded.
It is not always worth spending public money to fix a social problem. For instance, we could easily reduce the number of automobile-related deaths to zero, and eliminate all air pollution caused by automobiles, simply by prohibiting owning or driving cars and trucks. Over 40,000 deaths would be prevented
annually, and air quality in urban areas would be improved dramatically by banning automobile use.
Aren’t these attractive benefits? If so, why don’t we enact motor vehicle prohibition in the public interest
of saving lives and cleaning the air? Just think of how those lives could be better utilized! The United
States could subdue thirty different Iraqs for fewer lives than are taken in just a single year of driving on
American highways. There have been more than three million cumulative recorded traffic fatalities since
1899. America could probably conquer China with fewer casualties. Plus, urban dwellers would be
healthier, causing fewer days of absence from work and less demand on our medical infrastructure, by the
dramatic reduction in bronchitis and other smog-related illnesses resulting from motor vehicle prohibition.
Why not issue the decree? The answer is facile: the benefits of having automobile transportation exceed
the costs of not having it. Accordingly, Americans stand to learn a lot from simple economics.
And here’s another economics lesson. Even if the market (or nature) fails to provide humans with
what they want in the most socially-pleasing manner does not necessarily mean that a better means of provision exists. Whether through corruption or inefficiency, government is notorious for failing to provide
any good or service well. Its best shot has been national defense, and perhaps criminal justice, but even
these programs have been criticized as being corrupt or inefficient. Economists have identified two theoretical problems that arise in any public policy. First, there is a “knowledge problem.” Government actors
do not have enough information to regulate effectively and often miss precarious situations that eventually
escalate into social tragedies or losses. Second, there is a “public choice problem.” Government actors are
human beings who will always tend to subordinate the public interest in favor of their own reelection,
promotion, or other self-interested motive. Neither the ballot box nor being a political appointee changes
the self-interest motive that Adam Smith (the founder of modern economics) outlined in 1776.
Attempts to solve any social problem can be brought under the scrutiny of these economic principles. For instance, concerns over illegal immigration may raise the ire of cultural conservatives and business interests who are adversely affected by cheap labor—not to mention those who worry about terrorists
crossing the border or who wonder how long taxpayer-supported welfare state institutions can last in light
of the burden that illegal immigrants place on them. Not surprisingly, there have been loud calls for government action to stop illegal immigration. But will the ensuing public policies to close the border (either
with fences, patrols by the National Guard, or President Bush’s guest worker passes) be either effective or
efficient? Criminalizing illegal immigration, which is a consensual act (mainly between low-skilled
Mexican workers and American employers), will be about as ineffective as legislation outlawing cocaine
use and prostitution. Since the government’s failure to guard the border has caused the immigration problem, why does anyone believe that the same government can be relied upon to solve the problem?
Instead of government “solutions” to the immigration problem, we need to find market-based solutions that will be far more effective. One obvious cure to nearly all the economic trouble that illegal
immigrants pose is to eliminate “free” public education, food stamps, subsidized housing, minimum
wages, free medical care, and all other welfare state benefits. Then illegal immigrants would have far
fewer “goodies” to grab on the other side of the border. Nonetheless, since that cure is not likely to be ap-

plied any time soon, regulations could be lifted that currently stifle the market for immigrant labor. For
example, the once-popular practice of indentured servitude could be encouraged again. Immigrants could
work for no pay (other than food and shelter) for a set time in exchange for safe passage to America.
In addition, steps could be taken to privatize the border. Instead of spending hundreds of billions
of dollars on fences or National Guard equipment and salaries, government could give businessmen an
opportunity to make money by paying them to only let across the highest quality immigrants. A few billion dollars could be awarded to private border firms who compete for renewable, performance-based
border protection contracts. A firm’s take would be dramatically reduced (via penalties) according to the
number of low-quality immigrants found to have escaped apprehension under their scrutiny (according to
zone). In order to improve immigrant quality, the firms could establish and charge entrance fees of varying amounts, depending on the immigrant’s skill set and how highly his services will be demanded by
American farmer or businessmen. In a sense, the border firms would act as temporary agencies that specialize in producing illegal alien labor. They could also serve as a vigilante force to protect private property along the border by hunting down evaders.
Each immigrant could be issued a worker grade card, whereby the quality of his language and job
skills would be ranked (much like a student’s SAT score). Health inspectors grade restaurant sanitation
and building inspectors grade building quality in the same way. Each immigrant would be fingerprinted
and photographed, and a DNA sample could be taken. Businesses would benefit by improved information about the immigrant labor pool, and labor prices would remain low as each border protection firm
competed with other firms. Immigrants would have an incentive to cross at those sections of the border
where the grading would produce the best opportunity for acceptance on the other side. Once across, like
union workers protecting their turf, graded immigrants would have little tolerance for non-graded ones
who sneaked through without being graded. Private enterprise would thus lead the way by evaluating
worker efficiency.
The potential for identifying unsavory characters and terrorists would be greatly improved by privatizing the border, since these thugs can now walk in freely through the Arizona desert without arousing
much suspicion. Greater data sophistication on each immigrant would allow government agencies to better control Mexican repatriation movements, terrorism, or other threats to national security. Moreover,
the process of becoming a citizen could be facilitated and streamlined for those who desire to do so, and
the government’s current failure to supervise the process (which caused the immigration problem to begin
with) would be ameliorated.
In order to offset penalties imposed by the government and perhaps to fund potential insurance
needs, higher fees could be charged for females of child-bearing age or who are pregnant. This higher fee
would give less incentive for females to cross the border, and likely give less incentive for immigrant
males (who presumably enjoy female company) to stay for long periods. Thus, both American and Mexicans would have an incentive to regulate border crossing. In the final analysis, we need to look to the
market to alleviate immigration problems instead of using bungling, corruption-prone, and inefficient
government policies.

