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Expanding E-Verify Will Undermine Job Growth
and Cripple Small Businesses

JANUARY 2011

will harm the American economy and U.S. workers while doing little to end the hiring of

undocumented workers. Unless currently unauthorized workers are provided a path to
legalizing their immigration status, E-Verify' will impose new costs on employers, drive jobs into
the underground economy, increase unemployment, and deprive the government of revenue.

R equiring U.S. employers to use an electronic employment eligibility verification system

m Requiring employers to use E-Verify will not create new jobs for American workers.

e Some policymakers have simplistically and falsely asserted that requiring employers to use
E-Verify will decrease unemployment because “there are almost as many illegal immigrants
in the labor force as there are unemployed workers.”?

e But that’s not what the research shows. Unemployment rates among native-born workers
are actually lower in areas with higher levels of immigration, because spending by
immigrants stimulates the economy and_creates additional jobs. In fact, there is no
statistically significant relationship between unemployment and recent immigration.®

e Moreover, requiring employers to use E-Verify will not free up jobs. In fact, its effect will
be to drive more workers and employers into the underground economy, costing the federal
government, states, and localities valuable tax revenue.’

o E-Verify isn’t even effective at preventing unauthorized work: 54 percent of unauthorized
workers for whom E-Verify checks were run were erroneously confirmed as being work-
authorized.®

e The situation in Arizona, where employers are required to use E-Verify, provides a glimpse
into how employers across the country would behave if E-Verify were mandated.

o0 Though Arizona employers made 1.3 million new hires in the fiscal year that ended in
September 2009 and were required by state law to check all of them via E-Verify, they
actually checked only 730,000 of them—or slightly more than half.°

o U.S. Immigration and Customs Enforcement (ICE) officials also report that
unscrupulous employers have learned that E-Verify’s photo-matching tool (which is
used to confirm workers’ identities through a photo comparison) accepts only two
documents, and therefore they ask employees whom they suspect are not work-
authorized to provide some other identity document that the photo-matching tool does

not accept.’

m Requiring the use of E-Verify will cause many American workers to lose their jobs.

¢ Requiring employers to use E-Verify will increase job-loss rates, because every American
worker will have to be approved by the government to get a job.
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o For example, after initially being hired for a position, a U.S. citizen telecommunications
worker in Florida lost the job due to an E-Verify error. Despite her pleas to government
officials, she has been unemployed for several months.® Her story will be the story of
countless Americans if E-Verify is made mandatory.

o The reality is that where employers are required to use E-Verify, it has been a disaster for
American workers. A survey of 376 immigrant workers in Arizona (where use of E-Verify
is mandatory) found that 33.5 percent had been fired without receiving a chance to correct
erroneous findings because E-Verify didn’t immediately confirm that they were work-
authorized and none of their employers notified them, as required by the rules, that they
could appeal the E-Verify finding.®

o If use of E-Verify were to become mandatory, about 1.2 million workers would have to
contact a government agency or risk losing their jobs'® and about 770,000 workers would
likely lose their jobs.™ Already, in fiscal year 2009 about 80,000 workers likely received
erroneous findings from the system and may have lost their jobs as a result."

o Employers that audit their own E-Verify data report higher error rates than federal
government estimates.”* When Los Angeles County audited its use of E-Verify for county
workers, it found that 95 percent of its E-Verify findings were erroneous in 2008-09.

m Requiring employers to use E-Verify will undermine job growth.

o Federal Reserve officials stated in December 2010 that progress toward cutting
unemployment remained “disappointingly slow”**and that “it would take four to five more
years for the job market to normalize fully.”*®

e Government regulation is a primary barrier to job growth. According to Tom Donohue,
president and CEO of the U.S. Chamber of Commerce, businesses are already struggling
with a “tsunami” of regulations that are “depriving our economic system of the needed
oxygen to grow and expand.”*’

e Businesses need to hire U.S. workers to grow the economy. If businesses are forced to
divert scarce resources to implementing and maintaining E-Verify, it will take away from
their ability to create new jobs and revenue.

¢ In Arizona, where employers are required to use E-Verify, small business owner Mike
Castillo states that “the program isn’t user-friendly for small-business owners.” He recently
tried to hire a part-time worker, but a technical glitch that took days to fix made it difficult.
“If you don't have the luxury of a human-resources staff, E-Verify takes time away from
your core business,” he said.*®

m Requiring employers to use E-Verify will place burdens on all businesses,
especially small businesses.

e The majority of businesses in the U.S. do not participate in E-Verify. As of January 2011,
slightly more than 243,000 employers were enrolled in E-Verify*® — representing only
slightly more than 3 percent of the approximately 7 million employers in the U.S.

o Employers enrolled in E-Verify are not representative of all U.S. employers. Although 73
percent of businesses in the U.S. have fewer than 10 employees, only 12 percent of E-Verify
users are small businesses.? Many farms and other small businesses, for example, do not
have high-speed Internet access, which is needed for E-Verify.*
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e According to data compiled by Bloomberg, if use of E-Verify were mandatory it would have
cost small businesses $2.6 billion in fiscal year 2010. Bloomberg estimates that E-Verify
cost small businesses currently enrolled in the program $81 million in fiscal year 2010.%

e One small business in Maryland has estimated that it would cost approximately $27,000 for
the company to use E-Verify for one year,* thereby handicapping the owner’s ability to hire
new workers.

¢ In Arizona, where use of E-Verify is mandatory, the “concern most frequently identified” is
that notices of database error are “issued on work-authorized individuals,” the U.S.
Citizenship and Immigration Services Ombudsman found when it interviewed a variety of
employers there.?

m Requiring the use of E-Verify will decimate the agricultural industry.

e Between 50 and 75 percent of the U.S. agricultural labor force is comprised of unauthorized
workers.? If these workers left the industry, it would increase production costs and prices
and result in the mass off-shoring of millions of U.S. jobs.

¢ In speaking out against a bill in Florida to make use of E-Verify mandatory, farm owner
Rick Roth said that he can’t get legal residents to harvest his crops and that the policy
proposal will bankrupt farmers.?

e The U.S. Department of Agriculture reports that for every on-farm job there are about 3.1
“upstream” and “downstream” jobs in America—jobs that support and are created by the
growing of agricultural products.?’

e The vast majority of these complementary jobs are held by U.S. workers, who would also
face unemployment if on-farm jobs are eliminated or moved out of the country. In other
words, for each undocumented farm worker we deport, we are essentially deporting the jobs
of three American workers.

m Requiring the use of E-Verify will undercut economic recovery.

e According to the Congressional Budget Office (CBO), making use of E-Verify mandatory
(without also providing a way for unauthorized workers to become work-authorized) would
increase the number of employers and workers who resort to the black market, outside of the

tax system. This would decrease federal revenue by more than $17.3 billion over ten
28

years.

e The Arizona Republic reported that a 2008 state law requiring businesses to use E-Verify has
resulted in workers and businesses moving off the books into the cash economy.? This shift
is depriving the state of income-tax revenue at the same time the state is facing a $3 billion

budget gap.

o Apart from lost tax revenues, the CBO estimates that implementing a requirement that
employers use E-Verify would cost $3 billion over 5 years and $6.1 billion over 10 years.*

¢ Imposing these costs on the federal government would be particularly unwise now as our
economy struggles with a projected $1.34 trillion deficit for 2011.*
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m Unless the current unauthorized workforce is provided a path to legalization,
requiring the use of E-Verify is doomed to fail.

e Undocumented workers are not going to leave the country because Congress makes it harder
for them to work here. Rather, they and their employers will simply find a way around E-
Verify by not following program rules, seeking out more sophisticated fraudulent
documents, or moving into the underground economy—a prospect that has serious
consequences for tax revenues at the federal, state, and local levels.*

e This reality will create unfair competition for high-road employers, who follow program
rules, and who will be pitted against low-road employers who choose to ignore system rules.
When some employers are not complying with E-Verify rules and hiring undocumented
workers, it undermines the whole system’s purpose, which is to ensure a legal workforce.

o By refusing to deal with the undocumented workforce practically by putting them on a path
to earning legal immigration status, any proposal to make use of E-Verify mandatory ignores
the critical place undocumented workers fill in the U.S. economy.

FOR MORE INFORMATION, CONTACT
Tyler Moran, policy director | moran@nilc.org | 208.333.1424

! For more information about E-Verify, see Facts About E-Verify (will be available on NILC’s website,
wwwe.nilc.org, in late winter, 2011).
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