- AN ARTICLE FOR YOU, FROM ECONOMIST.COM - 

DECAPITATING THE SNAKEHEADS 
Oct 6th 2005 

How governments could beat the people-smugglers at their own game 

IN AMERICA, they are called "coyotes"; in China, "snakeheads". Whether they 
be wild dogs or serpents, people-smugglers are a thriving species with no 
shortage of prey. They herd Mexican hopefuls over the parched expanses of 
the Arizona desert; they pack Chinese immigrants into airless crates on 
transpacific container ships; and they ferry Africans across the 
Mediterranean, evading Italian coastal patrols. Thanks in part to their 
efforts, up to 350,000 illegal immigrants steal across America's border from 
Mexico each year, and as many as 800,000 enter the European Union. 

This week the Global Commission on International Migration, set up in 
2003 by Kofi Annan, secretary-general of the United Nations, delivered its 
report on the movement of people around the world (see article[1]). 
The 19 worthies on the commission, drawn fairly evenly from countries that 
import and export labour, roundly condemned illegal immigration. 
The illicit flow of people across borders is a challenge to a country's 
sovereignty, they concluded, and gives migration in general a bad name. 
It is also dangerous for the immigrants themselves. Last year a record 
464 people died crossing from Mexico into America, and each year around 
2,000 people drown in the Mediterranean on their way from Africa to Europe. 

Damaging and dangerous it may be, but illegal immigration is also good 
business. Smugglers rake in around EURO4 billion ($4.7 billion) a year from 
the EU alone, reckons Michael Jandl, of the International Centre for 
Migration Policy Development, an intergovernmental think-tank, based in 
Vienna. Smugglers charge EURO3,000-8,000 to convey people from Pakistan to 
Europe. But that is not all they can do. They will fix a British marriage 
for GBP5,000 ($8,800); and falsify an Italian residence permit for 
EURO4,500. Some outfits even offer warranties (if the first attempt to cross 
the border fails, the second one is free) and money-back guarantees. 
Smuggling, Mr Jandl says, has evolved into a sophisticated service industry. 
He has an intriguing idea of how to defeat it. 

The best way to do this, he argues, is not just to ban it, but also to 
undercut it. Governments, he suggests, should sell temporary, two- or 
three-year visas in the smugglers' best markets. The visas should be priced 
to compete with the smugglers' rates. One-third of the visa fee could be 
returned to immigrants when they depart the country, and anyone who had 
bought a visa in the past would be free to buy another one, provided they 
did not break the rules. These features would be powerful incentives not to 
overstay. Some fraction of the fee could also be refunded to immigrants who 
pay social-security taxes, giving them a reason to keep out of the 
underground economy. 

The new visas need not increase immigration rates overall, Mr Jandl insists. 
Rather, they aim to muscle in on the smugglers' market share, steal their 
best customers, and snatch their illicit profits. Smugglers might slash 
their prices to compete. But a successful smuggling ring can be a costly 
undertaking. And if governments invest in tighter border controls and better 
fraud detection they can push smugglers' 
costs up, even as they drive demand down. 

PUT IT TO THE TEST 
Would it work? The demand for legal permits is a big unknown. There are 
probably many law-abiding people willing to pay for a legitimate visa who 
would never pay a smuggler. The price Mr Jandl takes as his benchmark--the 
smuggler's fee--does not reflect this latent demand. On the most 
controversial border of all, between the United States and Mexico, Mr 
Jandl's scheme might attract far more custom than it could possibly handle. 
The price of the visa could of course be raised to keep sales down to 
whatever level the government desires (or, Mr Jandl says, a cap on the 
number of visas could be introduced). But high prices or strict rationing 
would push more people back into the arms of the smuggling industry. 

Many of the questions raised by the scheme can be answered only by trying 
it. Mr Jandl suggests a small pilot effort between the EU and a country such 
as Albania. Whatever the results, the spirit of the proposal and others like 
it is commendable. Border crackdowns and mass deportations have populist 
appeal, but they are clumsy, costly and cruel. Mr Jandl's proposal relies on 
economic logic, not bureaucratic brawn. At the very least, it would make the 
snakeheads hiss and the coyotes howl. 

