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Itlislalrareloccasion!that!policymakers!craftlandlsupport!legislation!specifically!designed!to!
imposeleconomic!penalties!onltheljurisdiction!lwhoselaffairs'theyladminister.!'When!such!
legislationlislimposed,litlislgenerally!done!solunderlthelauspicesloflachievinglalgreater!social!
objective.!lIncreasingly,!states!arelattempting!toladdress!sociallconcerns!believed!to!be!
insufficiently!dealt!withlat!the!national!level!lthrough!legislation!and!enforcement!at!the!
subnationalllevel.!Thislpatternlis!particularly!striking!with!regard!tolenvironmentalland!
immigrationlissues. !lAlspecificlexampleloflsuchlalpolicy!familiar'to!nearlylalllOklahomanslis!The!
OklahomalTaxpayerland!Citizen!Protection!Act!of!2007,'known!simply!as!House!Bill!1804.!

Thelexplicitlintent!of!HB!1804!is!toladdress!the!burden!that!limmigrantllabor!places!on!the!
publiclsector!by!precipitating!thelout"migration!oflforeign"bornlworkers.!"Thatlsuchlan!outflow!
ofllaborlresources!with!thelassociated!expenditures!of!laborlincome!would!imposelalsignificant!
penaltylonlthelstate’sleconomy!could!hardly!belunanticipated.!'Rather,!theleconomic!penaltylis,!
presumably,!/deemed!acceptableliflnot!simply!the!pricelofladdressinglalconcernlinsufficiently!
addressed!through!currentlfederallregulationland!enforcement.!The!purposeloflthis!reportlis!to!
providelanlestimatelofltheleconomiclhardshiplimposed!by!HB!1804,!contributing!tolalmore!
completeland!fruitfulldiscussionloflthelissue.!lltlislimportant!to!note!that!thelpresence!of!a!
significant!leconomic!penaltylaloneldoes!notlimply!that!thellegislationlislunwarranted.!!!
However,lendorsing!(opposing)!thellegislation!without!lsome!estimate!of!the!leconomic!
consequences!oflaction!(inaction)!encourages!thelimplementationloflsignificant!policieslin!spite!
oflanlincomplete!discussionloflthelresultinglimpacts.!Thelintent!of!this!reportlisinot!to!
influence!policyloutcomes,!but!tolencourage!policy!debate.!

Thelremainderloflthis!reportlislorganized!as!follows:!lsection!loneloutlines!thelanalysis!
undertaken!for!this!report,lidentifies!relevant!leconomic!considerations,!and!provides!an!
overview!oflthelforeign"born!population!in!lOklahoma.!!Section!twolpresents!alsummary!of!
recent!conditionslinlthe!Oklahomaleconomyland!labor!market,!the!leconomic!modelloflthelstate!
constructedland!employed!in'thislanalysis,!as!welllas!thelestimated!impacts!to!Oklahoma!
production.!'Section!threelconcludes.!!Finally,!anlattached!appendix!provides!altechnical!
specificationlof!the!model.!
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"tlislinteresting!tolnotelthatlinlboth!cases!thelrightloflthelstates!to!dictatelenvironmentallpolicy!(suchlas!fleet!gas!
efficiencylstandards)!andlimmigration!policylislbeing!challenged!at!the!Federalllevellonlthelgrounds!that!allowing!
states!to!do!so!would!createlinconsistent!regulations!between!states.!
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Impactlanalysis!generally!begins!withlidentifyingland!constructinglanlappropriateleconomic!
modellspecificlto!the!designated!questionland!region!oflinterest.!!Manylimpact!models!are!
inherently!demand"sided!in!nature,!lusefullinlestimating!theleconomiclbenefitslassociated!with!
alchangelin'thelfinalldemand!for!regionally!produced!goods!and!services.!!Such!models!can!be!
classified!generically'aslinput"output!models!andlarelcommonlylused!to!providelimpact!
estimates!from!projects!suchlaslnew!constructionland!development.!Thelimmigration!
legislationlunder!consideration,lhowever,lislclearlylalsupply”sidelissue,lwith!thelintent!oflthe!
bill'tolalter!the!state’s!levellof!productive!resources.!Tolassess!thelimpacts!resulting!from!the!
outflow!ofllabor!requires!anlalternativelapproach.!'Alllimpactlestimates!provided!in!this!report!
arelgenerated!by!an!Oklahoma"specificlcomputable!generallequilibrium!(CGE)!model.!!!

Static!CGE!models!arelessentially!lalmathematicallrepresentation!oflthe!relevant!relationshipslin!
anleconomylatlalgiven!pointlinltime.!Bylchanging!the!mathematical!specificationlinlalway!that!
reflectslanlobserved,!real"world,!policy!change,!the!adjustments!observed!in!thelmodel!can!be!
used'tolestimate!theladjustments!expected!in!theleconomy.!!Anlabridged!discussion!of!the!CGE!
modellconstructed!forlthislreportlaslwelllas!thelestimated!impacts!can!be!foundlin!section!
twooflthis!report,!'withlalmorelcomplete!discussionlincluded!inlappendix!A.!!!

IsaacINewton’s!llaws!ofmotion!providelalframework!forlanalyzing!the!relationship!between!the!
forceslactinglonlalbody!and!the!motion!oflthelbody.!!Newton’s!second!lawlidentifies!the!
accelerationloflanlobjectlas!being!determined!by!the!net!forceslexerted!onlthelobject!and!the!
massloflthelobject.?!Thatlis, lforlalgivenimass, ltheltrajectorylandlacceleration!oflanlobjectlis!
determined!by!thelcombined!forces!exerted!onlit.!'Similarly,!lanleconomy’s!trajectoryland!
accelerationlare!ldetermined!by!the!combined!economic!pressures!presentlin'theleconomy.!!
From!thislvantage!point,!HB!1804!and!the!resultinglout"migration!of!foreign"born!labor!can!be!
viewed!asloneloflmany!economic!forces!presentlin!theleconomy,with!thelcombined!forces!
determiningltheltrajectoryloflourleconomy.!lEconomiclimpactlassessmentslare!not!forecasts;!
they!do!notlattemptltolidentifyltheltrajectorylofitheleconomylbylanalyzing!thelcombined!forces!
oflallleconomiclpressures.!lRather,!impactlassessmentslidentify!thelrelativelstrength!of!a!
particular!force,'holdinglalllother!forces!constant.!!!
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’IThelrelationship!between!net!physicallforces!determining'theltrajectorylandlaccelerationloflonlobjectland!net!
economiclforces!determining!theltrajectorylandlacceleration!oflanleconomy!are!particularlylinstructive.!!Newton’s!
second!law!only!holds!when!thelunbalanced!net!forcelislintroduced!on!anlobject!previouslylexperiencing!balanced!
forces.!'The!propertyloflbalanced!forces,lalsolcalled!anlinertiallreference!frame,suggests!thelobjectlislinitially!at!
restlor!movinglatlalconstant!velocity.!!Analogously,!CGE!models!begin!with!thelassumption!that!thelinitiallyear’s!
datalused!to!construct!the!modellrepresentslanleconomylat!equilibrium,lor!at!rest.!



Thelpresentlreport,!then,lcan!belthoughtloflas!providinglalmeasurelofltheladverseleconomic!
forcelcreated!bylthelimplementation!and!enforcement!oflHB!1804.!lIfltheltrajectorylof'the!
economylis!tolbelcontinued!expansionlatlexpected!rateslof!growth,there!must!be!positive!
economiclforces!sufficient!toloffset!the!penaltylassociated!with!the!legislation.!litlislimportant!
tolnotelas!well,'that!the!timinglofithellegislationlislunfortunate.!lIflthe!nationalleconomy!slips!
intolalrecession,lorliflenergylprices!fall,lorliflthelhousing!marketlin!Oklahomalstalls, !the!
combined!pressureslonlthelstate’sleconomy!could!becomeloverwhelminglylnegativelwith!
severeleconomiclconsequences.!Toldate,!however,!Oklahomalhas!fared!welllinlwhatlis!
otherwise!troubled!economic!conditions!nationally.!'Sustained!energyland!housing!prices!
combined!with!alrobustlnationalleconomiclexpansion!would!serveltolabsorbland!counter!some!
oflthelnegativeleconomiclpressureslassociated!with!the!laborloutflow.!

Thelfocusloflthislreportlislon!foreign"born!residentslin!thelstate.!!lForeign"born!residentslare!
identified!by!the!U.S.!ICensus!Bureaulaslany!resident!wholwas!not!a!U.S. citizen!at!birth,!
including,!lundocumented!residents,!documented!residents,!land!naturalized!citizens.!'Attention!
islgivenlto!foreign"born!residents!forltwolprimary!reasons.!ThelfirstIreasonlislonelof!
pragmatics.!!Datalis!readily!available!onlforeign"born!residents!at!both!the!state!land!national!
level.'Respondentslarelnotlasked!for!their!residencylstatus,lonly!for!theirlcountry!oflbirthland!a!
descriptionlofltheirleconomicland!sociallcircumstances.!'The!second!reason!reflects!leconomic!
considerations.!!Aspects!oflHB!1804!seem!designed!(perhaps!unintentionally)!to'have!a!
particularly!stronglimpactlonlfamiliesland!communities!of!mixed!residency!status.!lForlexample,!
according!to!thelsummary!oflthe!provisions!of!1804!provided!by!thelorganization!Immigration!

forlany!personltoltransport,!harbor,lorlshelter!anlalienlinlreckless!disregard!for!theirlillegal!
immigrations!status.”!lFaced!withlalsignificantly!higher!probability!oflalfelony!arrest,family!and!
communitylmembers!residinglinlOklahomallegallylare!morellikely'to!leave!Oklahomalwith!their!
undocumented!counterparts.!!Additionally,litlis!likely!that!sociallnetworkslin!foreign"born!
communities!consistlof!lboth!/documentedland!lundocumented!workers,!solthat!as!the!
undocumented!sociallstructure!migratesltolotherlregionslit!carries!withlit!alportion!of!the!
documented!sociallmakeup.!lindeed,'anecdotallevidence!suggests!thatlout"migrationloccurring!
inlresponse!to!HB!1804lisInot!limited!tolundocumented!workers.>

Theltables!presented!below!areldesigned!to!providelanloverview!of!lthelimmigrant!population!
withinlthelstate.!'lCombined,'theltables!presentlalpictureloflalrelatively!smallland!diverse!
immigrant!populationlin!lOklahoma.!Theltableslalso!reflect!the!lexpected!conclusion!thatlitlis!
difficult!tolascertain'the!preciselnumberlofldocumented!and!undocumented!immigrantslinlthe!

statelatlany!givenlpointlin!time.!lHowever,the!datalarelconsistent!acrosslindependent!groups,!
L T

*IThis!phenomenonlislcommonly!referreditolaslalchillingleffect, wherebylethniclgroups!feellalcold!reception!
regardlessloflimmigrationlstatus!and!relocatelto!friendlier!regions.!



suggestinglalfairly'reliable!rangeloflestimates!forlboth!Oklahoma’s!/documented!and!
undocumented!population.*!Table!1!below!provideslalrangeloflestimates!forltheltotallforeign"”
born!populationlin!Oklahoma.!The!foreign"born!populationlincludes!alllresidents!who!were!not!
alu.S.Icitizenlat!birth!and!does!notlask!respondents!tolidentify!theirlimmigration!status.!Thus,!
thelrespondents!wouldlinclude!lundocumented!residents,!/documented!residents,land!
naturalized!citizens.!!Finally,!the!survey!does!not!gather!datalonlindividuals!livinglin!group!
guartersland!would!thereforelexcludelimmigrantslin!nursinglhomes,!penallinstitutions,!college!
dormitories,letc.!!'Basedlon!recentlyears’!data,lestimates!ofithelimmigrant!populationlin!
Oklahomalrange!from!111,000!t0!175,000,!comprising!somewherelbetween!3.1%!and!4.89%!of!
thelstate’slpopulation.!

Table!1-IEstimated!OklahomalForeign!Born!Population!
! ! ! !

*0o'$(+ T+/$%8#'&2 1--).$/"# . Q8#/#+
0%9'1/#)%" 0%9'1/#)%"

Pew!Hispanic!Center! 2006! 175,137! 4.89%!
Centerlfor! 2005! 153,000! 4.27%!
Immigration!Studies!

Centerlfor! 2007! 111,000! 3.1%!
Immigration!Studies!

Census!2000!! 2003! 131,747° 3.68%!

Identifying!the!proportionlofithelimmigrant!population!that!resides!in!Oklahomalillegally!lis!
another!challenge.!Using!residuallinformationlin!thelunemployment!dataland!known!socio"
economiclcharacteristicloflthelundocumented!population,lestimates!oflthe!proportion!of!
undocumented!residents!can!be!derived.!!Severallagencies!land!organizations,!such!as!the!
Department!of!lHomeland!Security,!'the!lPew!Hispanic!Center,!land!the!Center!forlimmigration!
Studies!routinely!providelsuchlestimates.!!lAgain,!they!are!consistentlinInatureland!arelassumed!
tolprovidelthelbest!available!depictionloflthelundocumented!populationlin!lOklahoma.!The!
Urbanl!institute!lmmigration!Studies!Program!estimates!Oklahoma’s!lundocumented!share!of!
thelstate’sltotallforeign"born!population'to!belinlthelrange!of!30%!t0!39%!using!Census!2000!
reports.!lCombininglthis!rangelwith!the!lupper!bound!of!175,137!total!foreign"born!residents!
fromltable!l,lwelestimatelthelundocumented!populationlinlOklahomalto!belin!the!range!of!
52,500't0!70,000.!Thislestimatelis!consistent!with!thelrangeloflestimates!presentedlin'table!2,!

below.!
L

4!Almost!all!data!originates!from!ei’cher!the!American!Community!Survey!or!Current!PopuIa’cion!Survey!of!the!U.S.!
Census!Bureaulandlisithen!cross!tabulated!and!presented!by!thelvariouslindependent!groups.!!!
*IPercent!sharelcalculations!are!based!on!2006!0klahomalPopulation!of!3,579,212from!the!American!Community!

Survey-lwww.census.gov.!!
®Estimateltaken!from!!"# 1$%&# (}%&)+%,-./0'%) 23334 15#)6-612333*&# fissued!December!2003.1!!
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Table!l2!-IEstimated!Undocumented!Population!
|

*0o'$(+ T+/$%8#'&2 <"&%(-+"#+& . %8#/#+0%9'1/#)%"
0%9'1/#)%"

Pew!Hispanic!Center! 2006! 50,000~!75,000! 1.4%!"2.1%)!

Immigrationl!and! 2003! 46,000’ 1.29%!

Naturalization!

Services!

Federation!for! 2007! 85,000! 2.37%!

American!

Immigration!Reform!

Urbanl!institute! 2004! 50,000!-175000® 1.4%!"2.1%!

Immigration!Studies!

Program!

Finally,'Table!3!suggests!alrelatively!diverselimmigrant!population!withljust!over!55%!lidentifying!
alLatin!lAmericanlnationlas!their!lcountry!of!birth!land!the!remainder!distributed!across!other!
regionsloflthelworld.? As!thelfocus!oflthisldocumentlis!to!providelalgood!firstllooklat!the!
economiclimpactloflremovinglimmigrant!lworkers!from!laborlforcelparticipationlin!Oklahoma,!a!
detailed!presentationlof!the!socio"economiclcharacteristics!of!thelforeign"born!population!in!
Oklahomalislomitted.!lInterested!partieslare!referred!to!thelvarietylof!reports!presented!by!the!
Census!Bureau,!Pew!Hispanic!Center,land!the!Center!for!immigration!Studies!for!almore!
detailed!descriptionlofithelforeign"born!populationlinlOklahomaland!the!United!States,!
including!datalonlage,!gender,lincome,!leducationallattainment, 'fertility!rates, letc.!!!

Table!3!-IForeign!Born!Population!by!Region!of!Birth*°
|

=+.)%"%8&)$#6 0%9'1/#)%" . %8#/#+0%9'1/#)%"
Mexico! 82,348! 2.3%!
Southland!East!Asial 40,545! 1.13%!
Caribbean! 1,231! 0.03%!
CentrallAmerical!l 11,328! 0.32%!
South!Americal 5,405! 0.15%!
Middle!East! 4,548! 0.13%!
All'Other! 29,732! 0.83%!

LULLLO R e merreeeen

’IEstimates!presented!inlal2003!studylestimating!thelundocumented!population!in!Oklahomalas!oflanuary!2000.!
®IEstimates!presented!inlal2004!studylestimating!thelundocumented!populationlin!Oklahomalas!of!2002.!
’IThelU.S.ICensus!Bureauldefines!Latin!Americalas!Central'Americal(including!Mexico), lthe!Caribbean, land!South!
America.!l!

%1Source:IPew!Hispanic!Center, “Statistical!lPortrait!of'the!Foreign"Born!Population!inithe!United!States, 12006”!
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Inlits!simplest!form,!lanleconomy!consists!oflhouseholds, firms,!land!governmentslinteracting!
strategicallylin!thelexchangeloflresourcesland!commodities.!!Conceptually'then,!the!Oklahoma!
economylrefersltolthelinteractionloflOklahomalhouseholds!as!the!primary!sourcelof!labor!
serviceslinlthelstate!with!Oklahomalfirmslwho!make!uselof!the!labor!services!provided!in'the!
production!of!Oklahomalgoods!and!services.!!Governments!oflallllevels!(local,!state,!and!
federal)!participatelin'this!system!oflinteractions!both!aslemployers!of!Oklahomallabor!services!
and!consumerslof!lOklahomalproduced!goods!and!services.!!Additionally,!governments!tax,!
subsidize,land!redistribute!resourcesland!commodities!between!households!and!firms.!!Finally,!
all'three!primarylinstitutions,!households, firmsland!governments, linteract!with!their!
counterpartsloutside!thelborders!ofithe!state.!!Given!this!conceptuallframework,!leconomics!
canlbeldefinedlaslthelstudy!oflthis!system!oflinteractionsleitherlinlpartlorlinlwhole.**

Thelintent!of'this!reportlisitolprovidelalfirst"looklinto!the!Oklahomaleconomy!and!thellikely!
impactslresulting!from!the!removalloflalportionloflitsllaborlsupplieslassociated!with!House!Bill!
1804.!'Tolthislend,!a!mathematicallrepresentation!oflthe!Oklahomaleconomylis!developed!to!
capturelthelinteractions!of!lhouseholds, !firms,land!governments!within!thelstate.!Thelequations!
oflthe!model'are!then!populated!with!leconomicland!demographicldata,!both!lknown!and!
estimated,!and!solutions!generated.!By!altering!thelequations!of!the!modellinlalway!the!mimics!
anlobserved!real"world!policy!change,!welcanlobserveltheladjustmentslin!thelmodelland!make!
inferenceslabout!thellikely!adjustmentslin!theleconomy.!Thelsubsequent!discussionloutlines!
thelmodelldeveloped!for'this!report,!the!datalused!to!giveleconomic!meaning!to!numerical!
formulations,land!alpresentation!oflthe!model’s!predictions.!

Impactlassessment!models!comelinlvarietylof!forms, ! from!the!custom!crafted!tolthe!
commercially!marketed.!"Among!the!most!commonly!employed!inlimpactlanalysislarelthe!U.S.!
BureauloflEconomic!Analysis’IRegional!lnput"Output!Modeling!System!(RIMS!II)land!the!IMPLAN!
economic!modeling!system!developed!and!maintained!by!the!Minnesota!IMPLAN!Group,!Inc.!!
ThelRIMS!IIland!IMPLAN!modelinglsystems!have!similaritheoreticallfoundations.!'Both!begin!
with!datalfromlalregionalleconomylatlalgiven!pointlinltimeland!use!this!snapshot!of!the!
economyltolestimatelthe!structurallrelationships!between!theloutput!oflalgiven!sectorland'the!
associated!requiredlinputs!fromlother,!supporting!sectors.!'By!changing!the!ldemand!forlany!

JLLO R e meereee

IThelstudylofleconomics!ranges!from!thelverylbroad-!macroeconomicslas!thelstudylof'theloutcomes!of!the!
"Thelstudy!of! ics! lfromlthe! broad!-! icslas!thelstudyloflthelout loflthe!
entirelsystem!oflinteractions,!tolthelvery!narrow!-!behavioralleconomicslas!the!study!oflindividual!decision"making!

tirelsystem!oflinteracti ltolthe! ! I-lbehavioral! icslas!thelstudyloflindividualldecision"making!
by!narrowly"defined!economiclagents.!!!
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sector’sloutput,!the!modellestimates!the!changeslinloutput!from!thelsupporting!sectors!to!
providelanlestimatelofithelaggregatelimpacts.*?

Whilelthe!RIMS!Illand!IMPLAN!modelslarelcommonlylemployed!and!widely!accepted,!both!
emergelfrom!models!characterized!by!restrictivelassumptions.!!/Among!theselassumptionslis!
onelthatlislparticularly!troublesomel!when!evaluatinglimpactslassociated!with!changes!to!an!
economy’slresourcelallocation,!specifically, 'that!relative!prices!are!fixed.!Thelassumption!of!
fixed!priceslislless!troublesomelwhenlanalyzing!thelimpactslassociated!with!anlinitiallchange!in!
demand,lespecially'when!thelinitiallchangelinldemand!lislsmalllrelative'to!thelsize!oflthe!
economylaslalwhole.!lForlthislreason,!RIMS!lIland!IMPLAN!models!areltypicallylused!tolestimate!
thelimpactslassociated!with!thelintroduction!oflalnew!orlexpandinglindustry!tolanleconomy!or!
oflalspecificlconstructionlor!development!project.!linleach!oflthelabove!mentioned!
applications,!thelassumption!that!lanylonelof!theselprojectslalone!would!not!belsufficient!to!
changeloutputlprices,!reallwages,lorlexchangelrates!seems!plausible.!'However,!lemployinglan!
economiclassessment!modelloflthis!typeltolanalyzelthelimpacts!oflremovinglalportionlofllabor!
services!from!theleconomyl!would!requirelanlassumption!that!doing!so!would!not!havelan!
impactlon!regionallreallwages.!!Clearly,!thelassumption!that!reallwages!remain!constantlin!the!
faceloflaldirect!land!significant!change!to!the!labor!marketlisluntenable.!lFor!thislreason,!RIMS!II!
and!IMPLAN!models!arelgenerallyldeemed!inadequate!toladdress!questionslarising!lfrom!
changesl!to'thelsupplylsideloflanleconomy.!!

Inllightlofltheloverly!restrictivelassumptionloflpricelrigidityljust!described,!anlalternativeland!
sufficientlylflexible!modellislneeded!and!foundlin!Computable!GenerallEquilibrium!(CGE)!
models.!/CGE!models'allow!reallwages!and!regionallprices'tolvaryland!striveltolcapturelinithe!
model!thelresulting!price"induced!substitution!effects.!!CGE!models!are!developed!as!a!
mathematicallrepresentation!oflan!lunderlyingleconomy.!Thelfunctional!forms!oflthe!
relationships!withinlanleconomy!lare!designed!explicitly!tolallow!real"world!responses!as!
predicted!byleconomicltheory.!Thus,!alCGE!modellallows!alproducer'to!substitute!between!
laborland!capitallaslthelrelative!prices!between!theltwolfluctuate.!lLikewise,!producers!can!
substitute!between!skilled!and!unskilled!labor!and!households!can!substitute!between!locally!
produced!goods!and!thoselproduced!outsidelthe!region.!The!flexibility!lafforded!by!CGE!models!
lendslitselfltolimpactlassessmentsloriginating!from!direct!changes!tolalregion’slproductive!
resources.!

Alsimple,!Oklahoma"based!CGE!modellwas!developed!tolassesslthelimpacts!tolthe!state!
economylassociated!with!thelexpectedlout"migrationloflundocumented!workerslinlresponselto!
HB!1804.!"The!modellconsistslof!19!productive!sectors!correspondinglto!the!2"digit!North!

LULLLLO R R L e e mer e

2IMPLAN!models!golonelstep!further!bylincorporating!householdland!government!demand!asladditionallsectors!
ofltheleconomy.!
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American!Industrial!Classification!System!code,!1!lgovernment!sector!comprising!federal,!state,!
and!locallgovernments,land!1lhousehold!representing!Oklahomalregionallconsumption!and!
income.!The!modellis!specifically!designed!tolidentifylimpacts!'to!Oklahomalproduction.!!Logical!
extensions!wouldlinvolvelexpanding!thelnumberlof!lhouseholds!bylincomel!classes!tolidentify!
adverselimpacts!bylincomelranges.!lLikewise,!a!formallmodelinglofImultiple!layers!of!
government!would!providelinsightslinto!thellikely!revenueland!expenditurelimpacts!at!each!
levelloflgovernance.!!Almorelcompleteland!technicallpresentationlofithe!model!developed!and!
employedlinlthelcurrent!reportlis!ifoundlinlthelattached!appendix.!!!

Givenlthe!mathematicallframework!oflthe!model,!the!hollow!equations!are!lmade!whole!with!
thelintroduction!of!relevantleconomic!data.!lThe!majoritylof!ldatalconcerning!the!flows!of!
resourceslandlcommodities!between!sectors!areltaken!from!IMPLAN,'alnationallvendor!of!
regionalleconomic!datalas!welllas!lthelimpact!software!previously!referenced.!!This!datalset!is!
supplemented!withleconomicland!demographicldataltaken!from!the!U.S.!Census!Bureau,!
BureauloflEconomic!Analysis,!land!Bureaulof!Labor!Statistics.!!Given!thislinitial!data!set,the!
specificlparametersloflthelequations!are!ldetermined!that!reproducelthe!datalset!as!albaseline!
case.®llwithlalbaselinelcaselinlhand,lequationslarelalteredlinlalwaylconsistent!with!the!policy!
underlstudy.!lin'thelcaseloflthis!report,!thelequations!capturing!the!migrationldecisions!of!
foreign"born!workerslarelchanged!linlalwaylthatlinduceslout"migration.!!Observinglthe!changes!
tolthe!lmodelloutcomeslafter!thelsystem!has!returned!tolalnew!solution!allowslonelto!make!
straightforward!beforelandlafterlcomparisons.**

Thelensuing!discussion!provideslanloverview!of!thelcurrent!sizeland!structurelof!the!Oklahoma!
economy.!!As!mentioned!earlier,!Oklahoma'has!enjoyed!moderateland!sustained!production!
and!employment!growth!despite!highlenergy!prices!and!financial!'marketluncertainties!driven!
by!falling!homelprices!nationally.!'However,!Oklahomalislhardlylimmune!from!theladverse!
economiclforces!oflalnationallrecession!should'it!materialize.!'Finally,'anloverview!of!the!
current!Oklahomallabor!marketlis!presented!followed!bylalpresentation!of!lthelmodel’s!results.!!!

An!Overview!oflthe!Oklahoma!Economy!

Oklahoma’s!2007!Gross!State!Product!(GSP)lislestimated!to!beljust!lunder!S144!billion. L1iGsp!
refers!tolthe!market!valueloflfinallgoods!and!services!produced!withinlthe!state.!Thus,!GSP!
calculations!have'!twolcomponents,!realloutput!and!market!prices.!Tolcontrol!forlfluctuationslin!

market!prices!andlisolate!lchangeslin!production!levels,!Real!GSP!is!calculated!using!pricelindices!
L T

BiThelprocessloflusinglalbaselyear’sldataltolspecifylthelparametersloflalCGE!modellislknown!as!calibration.!The!
current!modellislcalibrated!to!2004!data.!
“IThelmodellemployed!islalstatic'model!-litlonly!shows!thelchanges!from!anlinitiallequilibrium!solution!tolalnew!
equilibrium!solution!with!no!time!dimensionlcapturing!the!dynamiclpath!by!which!the!new!solutionlis!reached.!
BIseelthel23389:./"%:/ 1<=%)%;'19-0.%%!8¢#>&-/& 7D ,A/O#from!the!Centerlfor!Applied!Economic!Research!at!
the!William!S.!Spears!School!of!Business,!OklahomalState!University.!
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thatlaccount!forlinflation.!Table!4!presents!real!productionllevels!forleachloflthe!sectors!
includedlinlthe!lmodellover'!the!previous!tenlyears.!!Isolating!thellastltwolcolumns!ofitable!4,!the!
industries!which!constitutelalrelatively!large!sharelofleconomicloutput!(greater'than!S5'billion)!
and!havelexperienced!relatively'high!growth!rateslover!the!period!2002!"2006!(greater!than!
12%)larelidentifiedlin!boldlitalics.!'With!thelexception!of!reallestate!sector,!production!data!
indicates!that!the!remaininglindustries!rely!heavilylon!low"skillllaborlin!the!lproduction!process.!!
Regardlessloflthelimmigrantlstatus!oflthelemployeeslin!these!sectors, !they!willllikely!belamong!
thelhardest!hit!by!theloutflow!of!foreign"born!workersland!resultinglincreaseslin!low!skill!

wages.!!!
Tablel4!-l0klahomalReal!Gross!State!Product,!
Millionslof!Chained!2000!dollars*®
[
"' H6/".+I
I"&'3#$2 CDDE 7?FF? ?FFG SEE29EEG

Agriculture,!Forestry,!Fishingland!Hunting! 1,176 1,785 1,897! 6.27!
Mining! 5,634 5,823 7,317 25.66
Utilities! 1,972 2,247 2,728! 21.41!
Construction! 3,289 3,470 3,569! 2.85!
Manufacturing! 11,658 10,920 13,222 21.08
Wholesale!Trade! 4,180 5,373 5,557! 3.42!
RetaillTrade! 6,360 7,636 8,764 14.77
Transportationland!Warehousing! 2,942 3,301 3,857! 16.84!
Information! 2,709 3,902 4,838! 23.99!
Financeland!Insurance! 3,755 4,581 4,800! 4.78!
ReallEstateland!Rentalland!Leasing! 7,814 9,231 10,535 14.13
Professionalland!Technical!Services! 3,398 4,048 4,870! 20.31!
Management!of!Companiesland!Enterprises! 920 1,154 1,591! 37.87!
Administrativeland!Waste!Services! 2,752 2,685 3,262! 21.49!
Educational!Services! 431 437 469! 7.32!
Health!Careland!Social!Assistance! 5,459 6,141 7,054 14.87
Arts,!Entertainment,!land!Recreation! 392 461 625! 35.57!
Accommodationland!Food!Services! 2,025 2,156 2,372! 10.02!
Other!Services! 2,417 2,285 2,214! "3.11!
Government! 14,233 15,319 15,951! 4.13!
@%#/1J$%334#/#+0$% &' (# KL?ML;L KD?MDNKCF,MEOL CNPED

Oklahoma’s!populationlislestimated!tolbeljustlover!3.6!million,!anlincreaseloflapproximately!4%!
overlthelestimated!3.45!million!residents!in!2000.!'Most!of!Oklahoma’s!counties!have!

experienced!ratesloflpopulation!growth!below!thelnationallaverage!whilelseverallwesternland!
LU L

®1Source:!U.S.IDepartmentlofiCommerce!/!BureauloflEconomic!Analysis, June!2007!
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northwestern!countieslhavelexperienced!declining!populations.!'Theseltrends!seem!to!be!
indicativeloflbroader'movementslin!U.S.!Imigratory!behavior. ' Table!5!provides!albreakdown!of!
the!population’s!participationlin'the!labor!market.!Table!5lindicates!that!Oklahoma’s!total!
laborlforcelislslightly!morelthe!l.7!million!workers!oflwhichlapproximately!77,000,!or!4.5%,'are!
unemployed.!Theselfigures!suggestlallabor!marketl!inlOklahomalthatlislalready!relatively!tight!-!
thatlis!lthere!ldoes!notlappearltolbe!generous!lamounts!ofislack!laborlin!the!system.!linlfact,lan!
unemploymentl!ratelof!4.5%lisllikely!consistent!with!thelunemploymentlexpected!atlany!given!
pointlinltimelinlaldynamic!marketleconomy.!

Table!5-I0klahomallLabor!Market!Characteristics!
December!2007!-!Seasonally!Adjusted!

H/#+.%3$2 Q+8)")#) %" A3#)-I#+
Civilian!NonlInstitutional!Population!-Icivilian!persons!16!years!of!
agelandlolderInotlcurrentlylconfined'tolinstitutionallquarters! 2,740,240!

(penal,!mentallcarelfacilities, letc.)!
I I
Labor!Force~!members!oflthelcivilian!nonlinstitutionalllabor!force! 1735 3971
currently!working!for!paylor!profitlor,lifinot, lactively!seeking!such! T
I I
Labor!Force!Participation!Rate!-!share!of!civilian!nonlinstitutional!
populationlactivelylengaged,'eitherlemployed!orlunemployed,lin! 63.3%"%
thellabor!market!
! !
Employed!~!membersloficivilian!nonlinstitutional!population!

I
currently!'working!for!paylor!profit! 1,658,165
! !
Unemployed~!members!oflcivilian!nonlinstitutional!population!
X i . . 77,227!
notlworking!for!paylor!profit,!butlactively!seeking!lemployment!
! !
Unemployment!Rate!-Isharelof!the!labor!forcelthat!is! 4 5%
. 0.

unemployed!

|
Currentlestimates!putlan!upperlboundlon!Oklahoma’s!foreign"born!populationlat!
approximately!175,000.!Thelcensuslincludeslinlthe!foreign"born!category!alllindividuals!not!
born!alU.S.Icitizen,!regardless!oflcurrent!residency!status.!llt'would,!therefore,linclude!
documented!residents,lundocumented!residents,!land!naturalized!citizens.!The!surveys!are!not!
administered!tolindividualslin!group!living!quarters!and!would!not!capture!foreign"born!
residentslinluniversity!dormitories,!penallinstitutions,!mentalland!long"term'health!care!
L T

Yiwitnesslalrecentlarticle!in!!"# 1<=%)%;'6Manuary!2008.!!!
®10klahoma’sllaborlforcelparticipationlratelisllesslthanlthelnationallaveragellabor!forcelparticipation!ratelof!66.0%!
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facilities,letc.!!Aslthis!reportlisifocusedlon!theleconomiclimpactloflinduced!labor!market!
changes,lestimates!of!foreign"bornlresidentslin!group!quarters,land!largelyloutsidelthellabor!
market!process,larelnot!required.!Theselestimates!arelavailablelinlother!reports!and!would!be!
required!tolestimatelthelpubliclcostsloflforeign"born!residents.Inlwhat!follows, lthelpresent!
reportltakes!175,000!as!alreasonablelapproximationloflthelforeign"bornlpopulation!in!
Oklahomaland!estimates!labor!market!characteristics!forlthis!lgroup.!Inferringlanlage!
distributionlon!Oklahoma’s!foreign"born!population!consistent!with!the!nationalldistribution,lit!
islestimated!thatlapproximately!80%!oflthe!residents!areloflworkinglageland!approximately!
75%lofltheselarellaborlforcelparticipants.’®!lCombininglthelage!distribution!with!labor!force!
participationlrate!suggests!alforeign"born!labor!forcelof!justlunder!105,000!workers,!or!roughly!
6%lof!thelstate’s!totalllaborlforce.!!'Theleducationallattainment!oflimmigrant!'workers!varies!
significantly'across!regionslof!birth!with!Latin!American!residentslexhibiting!relatively!lower!
rateslofleducationallattainmentland!Southland!East!Asialresidentslexhibiting!significantly!higher!
rateslofleducationallattainment.!!Again,lusing!national!datalon!educationallattainment,!
combined!with!alcomparison!of!lOklahomallabor!skilllrequirements!relativelto!national!
averages,!welestimate!that!65%!of!foreign"born!workers!arellow!skill!(having!completed!a'high!
schoollequivalentlorlless)land!35%lare!high!skill.?!ITable!6lsummarizes!theselassumptionsland!
provideslthelinitiallvalues!usedlinlanalysis.!

LULLLLO R R e e

19!See, forlexample,!thelestimateloflpublic!costs!of!providingleducation,'health,!andlincarceration!services!to!
undocumented!residents!provided!by!the!lFederation!forlImmigration!Reform.!!
%IThel75%!laborforcelparticipation!ratelislsubjective, lbutlconsistent!withlknown!labor!market!characteristicslof!
thelforeign"born.!!Forlexample,lthelUrbanlinstitute!Immigration!Studies!Program!estimates!labor!force!
participation!rates!of!96%!forlundocumented!menland!62%!forlundocumented!women.!
2liaslexpected,'modellresultslarelonly!mildly!sensitiveltolchangeslin!thelallocationlofllaborlacross!skilllgroups.!!
Movingltowardslalrelatively'higher!skilled!foreign"born!populationlincreases!theladverseleconomiclimpacts!
experienced!by!theleconomy!and!vicelversa.!!
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Tablel6!-IForeign"Born!Labor!Market!Characteristics,!
Model!Estimates!

H/#+.%3$2Q+8)")#) %" A3#)-I#+
foreign" [ ion.! inelresi Iof! living!
Total!foreign"born!population,lexcluding!residents!of!group!living! 175,000!
guarters!

! !
Totallforeign"born!labor!force! 103,730!

! !
Foreign"born!laborlforcelaslalsharelofltotal!Oklahomallaborlforce! 6.0%!

! !
Total!High"Skill!Foreign"Born!Labor!Force! 36,305!

! !
Total!lLow"SkilllForeign"Born!Labor!Force! 67,425!

Presentation!oflResults!

Thelmodellislrunland!results!presented!forlthreelscenarioslassociated!with!low,!medium,land!
highforeign"bornloutflows!respectively.!'The!low!outflow!scenariolcorresponds!tolanlinitial!
reductionlin!foreign"born!laborloflapproximately!25,000!workers;!the!medium!outflow!
correspondsl!tolanlinitiallreductionlin!foreign"born!labor!oflapproximately!50,000!workers,!and!
thelhighloutflow!scenarioltolalreductionlof!nearly!90,000!'workers.!!Migratory!decisions!of!
foreign"born!workerslarelmodeled!as!alfunction!of!'the!reallwage,lorlthe!wage!ratelreceived!
relativeltolthelregion’s!costloflliving.!!Out"migrationlis!driven!by!a!perceived'increaselin!
Oklahoma’s!costloflliving.!IForlundocumented!workers,thelcost!of!livinglincrease!may'be!real!
and!related!tolanlincreased!probability!of!detection!and!deportationlor!aldecreased!probability!
oflsecuringlemploymentlor!publiclbenefits.!lLikewise,!thelcost!lofllivinglincrease!may!be!
perceived!by!both!documented!and!undocumented!workerslas!lthe!manifestation!of!
intolerance,'theldissolutionloflimmigrantlcommunities, letc.?!lIForlthelpurposes!oflour'model, lit!
does!not!matterlwhetherlout"migrationloccurs!for!reallor!perceived!reasons,lonly'that!out™
migrationloccurslinlaccordance!with!theldesign!lof!the!bill.!'By!manipulating!the!cost!of!living!
parameter,!welinducelout"migrationland!observelthe!changes!to!thelsystem.!

The!model!consists!of!19!sectors,!1!representativelhousehold,!1!layerloflgovernment,land!4!
labor!supplies!(high!and!low!skilled!for!both!native!bornland!foreign!born!workers).!The!model!
islrunltwicelforleach!scenario.!'Thelfirst!run!prohibitsloffsettinglin"migration.!!In!thislmanner,!
welcanlestimatelalshort!runlimpact!oflimmediatelout"migration.!!Given!thelpassagelof!time, lit!
islexpected!that!workers!/from!surrounding!regions!'wouldlin"migrate!tolfilllsomelof!lthelvoid!left!

LULLLLO R R L e e mer e

?I15eel5/-("0 1) 10"#5&%66 TRE="%9%)89:./"%;/ (&/,,.# D'0")#D!./D6!0/&(#0)("..#(/. ;;'(&/0'%) ,'neatoday!
bulletin,January!2008!
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by!departinglimmigrant!labor,!with!thelresultinglimpacts!looselylassociated!with!the!long!run.!!
Notelthatliflthe!short!runlimpactslarelinterpreted!aslyear!1limpacts,!thellong!runlimpacts!
representlrecurringlimpacts.!Thatlis,lin!futurelyears'to!state’s!production!willlbe!below!its!
baselinelestimatelbylapproximately!thelamountloflthe!reported!long!runlimpact.2!Finally, lthe!
modellassumesl!that!low"skill'lworkers!are!disproportionately!represented!by!lundocumented!
andlotherwise'highly!mobile!workers.!ITherefore,!anlincreaselin!thelperceived!cost!oflliving!to!
immigrantlworkersltends!to!drivelhigherlinitiallrelativelout"migrationlofllow!skillllabor.!!

Alreview!ofltheleconomic!description!of!lOklahomalprovided!combined!with!economiclintuition!
can!providelinsightslinto!thelexpectedlinteractions!within!lthe!model.!lFirst,'thelout"migration!of!
predominantly!low"skilllimmigrant!workers!/from!anlalready!tight!labor!market!puts!upward!
pressurelon!wages!paid'tollow"skill'workers!aslemployerslcompetelover!thelnow!reduced!pool!
oflavailable!labor.!!Faced!withlalreduced!supplyloflresourcesland'higherlresource!costs,!
industries!cut!production.!The!decreaselinlproduction!comes!with!alreductionlinlthe!quantity!
oflalllinputs!lemployed,!notljustliow"skillllabor,!so'high"skillllaborlis!released!backlinto!the!
economy.!Thelincreased!supply!oflhigh"skillllabor!puts!/downward!pressurelonlwage!rates!paid!
tolhigh"skilled!labor.!'Combined,!thelincreased!costs!of!production!suggest!that!Oklahoma!
produced!goods!and!serviceslarelnow!lesslcompetitive!with!their!rival’sloutput!produced!
outsidelthelstate.**!IForlanleconomylwithlthelindustriallmakeup!oflOklahoma!(many!oflthe!
state’sllargest!sectorslarelrelatively!laborlintensive),!thelaggregatelimpacts!could!belsignificant.!!
Indeed,thelmodel’s!conclusionslarelconsistent!with!thelprocess!just!described.!

Table!7!presents!thatlimpactslassociated!with!a!low!(25,000!'worker)!outflow!of!foreign"born!
labor.!"Thelmodellreports!both!short!run!(noloffsettinglinlmigration)!and!long!run!(some!
offsettinglin!migration)!results.!'Thelresults!are!presented!as!a!percent!change!from!the!base!
year’s!datalfor!bothlperiods.!Finally,!the!models!predicted!percent!changelinlOklahomalgross!
statelproductlislapplied!tolcurrent!datalto!facilitatelinterpretation!oflthe!magnitudeloflthe!
response.!lAgain,!gross!state!productlislalmeasurelofithelvalueloflall!finallgoods!and!services!
produced!withinlthelstate.!lltlisithelbroadest!land!mostlcommon!measureloflthelsizeland!
strengthloflanleconomy, reflecting!the!state’s!ability!to!turn!Oklahomalresourceslinto!
Oklahomaloutput.!

LULLUUORR e merr e

23!For!a!similar!anaIysis,!see!@)A%=-;#)O#,§E;;'(&/)06 N 1#F/61A$"))=". 'G)/.?6'6%D"#E;,/=0 1090"#CO0/0H
*-A(#O!)A 1<=%)%; from!the!Officeloflthe!Comptroller,!Texas,'December!2006.!

*IForlillustration!purposes, limaginelalconstructionlcompanylthat!finds!itlcannot!hirelsufficient!laborer!(low"skilled!
workers)'tolcontinue!buildinglatlits!previous!rate.!lAs!thelcompany!reduceslits!production!(decrease!thelnumber!of!
construction!projectslitlpursues),litlreleases!contractors, framers,letc.!(high"skilled!labor)'into!the!leconomy,!
putting!/downward!pressurelonltheirlwages.!!
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Table!7'-IEconomic!lmpacts!of!Foreign"born!Out!Migration,!
Short!Runland!Long!Run!Estimates,!25,000!Worker!Outflow!

! *6%$#lll R%ll.:lll
Hi#+.%3$2  O+S(+"#H6/" + Afﬁ}gff“ 0+$(+"5H6/" + A;’B_Qé#m
Gross!State!Product! "10.583%! $785,513,330! "0.473%)! $636,899,230!
I I—ILow!
ReaI.WSaI:gi,ﬁ'. ILow! 111.966%! N/Al 0.696%! A
I I-IHigh!
ReaI.WSakg”eI.' High! "3 8979l N/Al "0.383%! N/A!

Table!7'reflects!theladjustment!processifrom!shortlto!longlrun!throughl!changeslinithelreal!
wagelrate.!INotelthatlinlthelshort!run,!thelpressureslarelsignificant!lon!both!low!and!high"skill!
wages.!lInlthellong!run,lallowing!forlin"migration!oflnew!workers,!the!pressureslon!reallwages!
are!lmoderated.!!However,becauselof!the!decreased!competitivenesslof!lOklahomalproduced!
goodslandlservices,!Oklahomalproduction!(GSP)lisllowerlevenlin'thellong!run.”

Inlthelshort!run,lanloutflow!oflapproximately!25,000!foreign!born!workers!would!generate!a!
0.583%!reductionlin!gross!state!product.!!Applying!thisloutcome!to!2006!datalsuggests!that,lin!
thelpresenceloflalsimilar!policy,!'gross!state!productlwould'have!been!diminished!bylover!$S785!

million.!!!
Table!8!reports!similarlfindings!forlthe!medium!(50,000'worker)!outflow!scenario.!

Table!8!-IEconomic!lmpacts!of!Foreign"born!Out!Migration,!
Short!Runland!Long!Run!Estimates,!50,000!Worker!Outflow!

! *6%$#III R%ll.:lll
A3#H)-I#+& A3#H)-1#+&

0 " n 11} "

H/#+.%%$2 O+$(+"#HG/" .+ -0/ 0+$(+"#HB/" .+ -0/(#
Gross!State!Product! "11.320%! $1,777,931,804! "0.955%)! $1,285,917,050!

I I—I | %!
ReaI.WSakgiﬁ'. ILow! 4. 566%! N/A! 1.408% N/A!

] I—IHigh! " %]
ReaI.WSakg”eI.' High! "7 779%! N/A! 0.764% N/A!

I LT
®ILong!runlpercentlchanges, lsuchlas!"0.473%, larelbestlinterpretedlaslobservinglalvalueloflgross!state!product!that!
is10.473%!below!what!would!havelotherwiselbeenlexperiencedlinlthelabsenceloflthelpolicy.!Similarlanalysis!

performed!inlTexas!suggests!that!lthelimpactslremainlin'thelsystem!for!manylyears.!lSee!footnote!23.!
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Anecdotallevidencelsuggests!that!thelimpacts!reportedlinltable!8larelthe!most!consistent!with!
theloutflow!of!'workerslobserved!andlongoing.!'Thelimpact!associated!with!such!anlout!
migrationlislsignificant,'alnearly!S1.8!billion!reductionlin'thelsizeloflthe!Oklahomaleconomy!
relative!to!2006!levelslin'the!short!run.!lIn!thellong!run,'the!sizelof!ltheleconomylislreduced!by!
over!S1.3lbillionlannually,!relative!to!2006!levels!oflproduction.!'The!substantiallimpacts!are!
largely!reflectiveloflOklahoma’slinability'tolattract!and!replacelsuchlsignificant!portion!oflits!
laborlsupply.!!!

Table!9lreportslthelfindings!forlthe!highloutflow!scenario.!lin'this!scenario,!the!penalty!lis!
structuredlinlalway!that!causes!anlinitiallout!migration!oflinearly!allllow"skill/foreign!born!labor.!!
Itlislpresented!largely!to!facilitatelcomparisons!with!alsimilar!study!undertakenlin!Texas!using!
anlanalogouslapproach.!The!Texas!lanalysis!sought!to!providelestimates!of!thelimpacts!of!
undocumented!workerslin!thelstateland!tolthislend!analyzed!thelimpact!of!theirlcomplete!
removallwith!noloffsettinglinlmigration!(the!short!run!caselinlthe!present!discussion).!The!
Texas!modellreports!nlinitiallreductionlin!Texas!gross!state!product!of!2.1%,consistent!withlour!
estimateloflal2.27%!reductionlin!Oklahomalgross!state!product!reportedlin'table!9,!below.!!!

Table!9!-lIEconomic!lmpacts!of!Foreign"born!Out!Migration,!
Short!Runland!Long!Run!Estimates,!90,000!Worker!Outflow!

*6%$#||| R%".:III
-I#+ -I#+

H#+.%$2  O+S(+"#H6/" + Aﬁga(;# & Qe+ + Aﬁ@(;# &
Gross!State!Product! "12.268%! $3,053,884,680! "1.397%! $1,881,074,470!

| I—I| |
Rea"wsaliﬁ" Low: 7.915%! N/Al 2.016%! N/Al

| I—IHi |
Rea"wskg”el" tHigh! "113.1249%! N/Al "0.976%! N/A!

H%ll(llS}%ll

Inlanleffort!toladdressithelburdenlon'thelpublic!sectorloflundocumented!workers,!Oklahomal
recently!passed!the!OklahomalTaxpayer!and!Citizen!Protection!Act.!'Thellegislationlis!designed!
tolencouragelundocumented!workers'tolleavelthelstate!bylincreasing!the!probability!of!
detection,!detention,land!deportation!while!simultaneously!reducing!the!probability!of!securing!
employmentland!publiclbenefits!within!the!state.!lDuelto!the!mixed!residency!status!oflmany!
foreign"bornlfamiliesland!communities, litlislunlikely!that!the!legislation’slincentives!tolout!
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migratelarellimited!tolundocumented!workers.!Tolthislend,!thislreportlestimates!thelimpacts!
oflsignificantlout!migration!of!foreign"born!workers'to!thelsizeloflthe!Oklahomaleconomy.!

Owing'tolthe!lcomplex!linkages!withinlandlinterconnected!naturelofltheleconomy,!thelimpacts!
oflout!migration!cannot!belconfined'to!foreign"born!laborland!thelindustries!that!are!their!
primarylemployers!alone.!lindeed,!lamong!the!primary!conclusions!of!this!reportlis!that!the!
impacts!spread!quickly!to!'thelhigh"skillllabor!market!where!wages!and!employment!fall,land!
likewise!through!alllindustries!that!rely!substantiallylon!low"skillllabor!for!production.!!!

Oklahoma’slforeign"born!populationlislestimated!to!be!between!111,000!and!175,000!
residents.!lOflthese, litlislestimated!that!lapproximately!52,500'to!70,000!or!lundocumented.!!
Similarly,litlislestimated!that!approximately!103,000!foreign"born!residentslin!Oklahoma'are!
participantslin'thellabor!process,withlapproximately!two"thirds!classified!and!low"skilllworkers.!!
Combining!these!characteristics!oflOklahoma’s!foreign"born!labor!force!with!national!datalon!
Oklahomalproduction,!almodelloftthe!Oklahomaleconomylislconstructed!tolanalyze!thelimpacts!
stemming!from!thelout!migration!oflalportion!of!thelforeign"born!labor!supply.!

The!modellis!run!for!three!scenarios,!with!results!looselylcorrelating!tolthe!short!runland!long!
runlpresented.!The!most!plausiblelscenariolwould!seem!tolbelan!out!migration!of!
approximately!50,000limmigrant!workers,!orlapproximatelylone”halfloflthe!totallforeign"born!
laborlsupply.!liflsuchlanloutflow!were!toloccur,thelimpactslonlthe!Oklahomaleconomy!would!
belsignificant,!reducing!thelsizelof!theleconomy!by!1.32%lin!the!short!run!-lalreduction!of!
nearly!S1.8!billion!relative!to!2006!production!levels.!Thelimpactsllikely!remainlinithelsystem!
forlmanylyears,!withlannuallreductionslinlgross!state!product!oflfalmost!alfull!percent.!

Alpotential!$1.8!billion!reduction!in!Gross!State!Productlis!substantial,'although!not!
unexpected.!The!Oklahomaleconomy!lislsimply!not!largelenough!and!sufficiently!diverselinlits!
industry!makeup!tolaccommodate!al3%!reductionlin!thelsizeloflitsllabor!force.!lThelongoing!
debateloverlimmigrationland!thelcostslassociated!with!providing!publiclservices!to!
undocumented!workerslislundeniablylcomplex.!Theldiscussionlis!certain!to!lcontinueland!likely!
tolremain!contentious.!!However,!the!potentiallseverity!ofithe!self'imposed!economiclpenaltylis!
bothlreallandlalarming,!seemingly!requiring!considerable!benefitslto!meritlitslexistence.!!!
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!
(1.21) QINV = gimo, VST
inves

Labor!Supplies!

O'(""6:"..#AII>%&C-,,.?1!
!

(1.22) LSSUP= LSFORMAL LSINFORMAL
|

PLS\™
(1.23) LSFORMAL= Isformaﬂ-(—)

CPI
!

PLS
1.24 LSINFORMAL= Isinformd) -| ————
(
CPI-(1+ penalty)
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1%D'6:". . #Al/>%4&C-,,.?1!
!

(1.25) LUSUP= LUFORMAL+ LUINFORMAL
!

PLU\™
(1.26) LUFORMAL = quorma()-(—)

CPI
!

PLU :
(1.27) LUINFORMAL= luinformal -| ————
CPI-(1+ penalty)

ProportionallStateland!Local!Government!Spending!

2.Qout
(128) QSGOV= gsgav - !

Z qouto,

]
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Table!A"2:ICGE!ModelVariables!

Variable Benchmark Description

CBUD! cbudO! Regional!Consumption!Budget!

CPI! cpiO! Regional!Price!Deflator!

INVEST! investO! New!Regionalllnvestment!

KDEM! kdemO! Sectoral!Capital!'Demand!

KSUP! ksupO! Regional!Capital!Supply!

LDEM! IdemO! Sectoral!lAggregatellLabor!Demand!
LSDEM! IsdemO! Sectoral!High"Skilled!Labor!Demand!
LSSUP! IssupO! Regional!High"Skilled!Labor!Supply!
LSFORMAL! IsformalQ! Regional!High"Skilled!Formal!Labor!Supply!
LSINFORMAL! IsinformalO! Regional!High"Skilled!InformallLabor!Supply!
LUDEM! ludemO! Sectoral'lLow"Skilled!Labor!Demand!
LUSUP! lusupO! Regional!lLow"Skilled!Labor!Supply!
LUFORMAL! luformalO! Regional!lLow"Skilled!FormallLabor!Supply!
LUINFORMAL! luinformalO! Regional!lLow"Skilled!Informal!Labor!Supply!
PK! pkO!(Numeraire)!  Regional!Returns!to!Capital!

PL! plO! Sectoral'AggregatelLabor!Price!

PLS! plsO! Regional!High"Skilled!Labor!Price!

PLU! plu0! Regional!Low"Skilled!Labor!Price!

PX! px0! Sectoral!Domestic!(Producer)!Price!
PXCOMP! pxcompO! Composite!Good!Price!

PXEXP! pxexp0! Fixed!World!Export!Price!

PXIMP! pximp0! Fixed!World!Import!Price!

QCOMP! gcompO! Regional!Composite!Good!Quantity!
QCONS! gconsO! Regional!Consumption!

QDbOoM! gdomO! Regional!Consumption!of!Regional!Output!
QEXP! gexp0! Exports!

QIMP! gimpO! Imports!

QINV! ginvO! Investment!Demand!

QouT! gout0! TotallSectoral!Production!

QSGOV! gsgovO! State!&!Local!Gov'tIDemand!

Y! yO! Total!Regional!llncome!
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Table!A"3:ICGEIModel!Sectors

NAICS!Code! Sector!Description!
11! Ag,!Forestry,!Fish!&!Hunting!
21! Mining!
22! Utilities!
23! Construction!
31"33! Manufacturing!
42! Wholesale!Trade!
48"49! Transportation!&!Warehousing!
44"45! Retail!Trade!
51! Information!
52! Finance!&!Insurance!
53! Real!Estate!&!Rental!
54! Professionall-IScientific!&!Tech!Services!
55! Managementlof!Companies!
56! Administrative!&!Waste!Services!
61! Educational!Services!
62! Health!&!Social!Services!
71! Arts,!Entertainment,!&!Recreation!
72! Accommodation!&!Food!Services!
81! Other!Services!
92! Government!&!non"NAICS!
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|
Thelchoiceloflelasticity!certainlylinfluences!the!resultsloflany!model.!Thelvarietyloflestimates!
forlalllelasticitieslislvast.!IThelelasticitylestimates!forleach!required!functionlarellisted!in'the!
following!tables.!

!

Trade!

!

Tradelincorporates!ldomesticlandlexport!productionlas!welllas!domesticland!import!
consumption.!!Many!tradelelasticitylestimates!arelgiven!forlexportslas!welllaslimportslin'the!
internationalltradelliterature.!!As!Berck!et!al.|(1997)!point!out,!regionalleconomies!are!much!
morelopen!toltradelthan!nationalleconomies!and!thuslhigher!tradelelasticities!arelappropriate!
forluse.!'Most!studieslestimatelelasticity!ranges!between!low,!medium!and!highlvalues.!The!
“high”lvalueslareltypically!usedlinlthis!model!tolreflect!thelopennessloflthelregionalleconomy.!!
Table!A"4lgiveslthelelasticityloflsubstitution!betweenlimported!and!domestically!produced!
goodsland!services.!lEstimates!are!largely!taken!from!Rickman!and!Snead!(2007).!

!

Production!!

!
Productionlelasticitieslinvolve!substitution!between!valueladded!factors!laborland!capitalland!
atlallowerllevellhighland!low!skilled!labor.!!Capitalland!Labor!substitutability!taken!from!de!
Melo!and!Tarr!(1992)!is!mostly!consistent!with!Rickman!and!Snead!(2007)!'who!vacillate!
between!0.8!and!0.9.!'Specificlcapitalland!laborlsubstitution!elasticities!are!givenlin!Table!A"5.!
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Table!A"4-IElasticitylof!Substitution:!Armington!Domestic/Import!
I

Sector! Elasticity! Source!

Agriculture! 1.5! Berck,!Golanland!Smith!1997!

Mining! 1.062! Berck,!Golan!and!Smith!1997!

Utilities! 1.5! Berck,!Golan!and!Smith!1997!

Construction! 1.5! Berck,!Golan!and!Smith!1997!

Manufacturing! 0.55! Berck,!Golan!and!Smith!1997!

WholesalelTrade! 0.5! Rickman!and!Snead,!2007!

Transportation! 1.5! Berck,!Golan!and!Smith!1997!

RetaillTrade! 0.5! Rickman'and!Snead,!2007!

Information! 1.5! Rickman'and!Snead,!2007!

Financeland! 1.5! Berck,!Golan!and!Smith!1997!

Insurance!

ReallEstate! 1.5! Rickman'and!Snead,!2007!

Professional!Services!  1.5! Oregon!Tax!Incidence!Model,!
2001°°

Management!of! 0.5! Oregon!Tax!Incidence!Model,!

Companies! 2001!

Administrative! 1.5! Berck,!Golan!and!Smith!1997!

Services!

Education!Services! 0.5! Rickman'and!Snead,!2007!

Health!Services! 0.5! Oregon!Tax!Incidence!Model,!
2001!

Artsl&!Entertainment! 0.5! Oregon!Tax!Incidence!Model,!
2001!

Accommodation! 0.5! Rickman'and!Snead,!2007!

Services!

Other!Services! 1.5! Berck,!Golan!and!Smith!1997!

Govt&!INon"NAICs! 0.5! Rickman!and!Snead,!2007!

LULLLLO R R L e e mer e

*®IThelOregon!Tax!incidence!Model!(OTIM),12001, ILegislative!Revenue!Office!Research!Report,!
www.leg.state.or.us/comm/Iro/home.htm.!
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Table!A"5-ICapital"Labor!Substitution!Elasticities!
!

Sector! Elasticity! Source!

Agriculture! 0.8! Berck,!Golanland!Smith!1997%
Mining! 0.8! Berck,!Golanland!Smith!1997!
Utilities! 0.8! Berck,!Golan!and!Smith!1997!
Construction! 0.8! Berck,!Golan!and!Smith!1997!
Manufacturing! 0.8! Berck,!Golan!and!Smith!1997!
WholesalelTrade! 0.8! Berck,!Golan!and!Smith!1997!
Transportation! 0.8! Berck,!Golanland!Smith!1997!
RetaillTrade! 0.8! Berck,!Golan!and!Smith!1997!
Information! 0.8! Berck,!Golan!and!Smith!1997!
Financeland! 0.8! Berck,!Golan!and!Smith!1997!
Insurance!

ReallEstate! 0.8! Berck,!Golan!and!Smith!1997!
Professional!Services! 0.8! Berck,!Golan!and!Smith!1997!
Management!of! 0.8! Berck,!Golan!and!Smith!1997!
Companies!

Administrative! 0.8! Berck,!Golan!and!Smith!1997!
Services!

Education!Services! 0.8! Berck,!Golan!and!Smith!1997!
Health!Services! 0.8! Berck,!Golan!and!Smith!1997!
Arts!&!Entertainment! 0.8! Berck,!Golan!and!Smith!1997!
Accommodation! 0.8! Berck,!Golan!and!Smith!1997!
Services!

Other!Services! 0.8! Berck,!Golan!and!Smith!1997!
Govt&!Non"NAICs! 0.8! Berck,!Golan!and!Smith!1997!

!
As!Rickman!and!Snead!pointlout,!labor!skills!tend!to!be!relativelylinelasticlin!substitution.!The!
authors!choselanlelasticity!of!0.15 or!this!project!(Table!A"6).!!

LULLLLO R R L e e mer e

*"IElasticities!chosenljust!below!1.0!aslin!Berck, !Golanland!Smith.!Theselelasticitieslarelconsistent!with!thoselin!de!
Meloland!Tarr!(1992)!as!well.!
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Table!A"6!~ILabor!Skill!Substitution!Elasticities!
I

Sector! Elasticity! Source!
All! 0.15! Authorlinterpolation!

|
!
Migrationlelasticities!arelextremelylimportant!to!theloutcome!of!thelanalysis.!'The!model!
includes!domesticland!foreign"born!suppliers!oflhighland!llow!skilled!labor.!'Domesticlelasticities!
areltaken!from!Bercklet!al.!(1997).!IBased!onlthe!distance!oflinitial!migration!to!thelregion,litlis!
estimated!that!foreign"born!migrants!lhave!lat!least!twice!the!migrationlelasticity!of!their!
domesticlcounterparts.!Thus,leach!foreign"bornlelasticitylis!twicelthat!oflthe!domestic!
elasticity.!'SeelTable!A"7!forlthe!migrationlelasticities.!
!
!

Table!A"7-ILabor!Migration!Elasticities!

|

Labor!Skill! Elasticity! Source!
High"Skilled!Domestic! 2.3! Berck,!Golan,land!Smith,!
1997!
Low"Skilled!'Domestic! 1.3! Berck,!Golan,!and!Smith,!
1997!
High"Skilled!Foreign"  4.6! Authors’linterpolation!
Born!
Low"Skilled!Foreign"  2.6! Authors’linterpolation!
Born!
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