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Summary of the Paper

This paper studies the effect of labor supply shortage on housing construction

Exploit a natural experiment “Secure Communities”

US Immigration and Customs Enforcement program from 2008 to 2013
Deports undocumented illegal individuals

Interpret this program as a negative shock to labor supply in production of new housing

DiD estimates show that declines in new housing and price increases
Key identification assumption

Removal of illegal residents hit the labor market of the construction sector negatively
Staggered roll-out of the program through 3000+ counties is exogenous to housing market
condition otherwise
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Overall Comment

Great to have more papers working on new housing supply

Esp. not on regulations

New housing supply is highly unequal

Wang, Supply Inequality in Segmented Housing Markets
Baumsnow and Duranton, Housing Supply and Housing Affordability

Policies that target middle-income segments are rare, and have limited impacts

Krimmel and Wang, Upzoning with Strings Attached: Evidence from Seattle’s Housing
Affordability Mandate
Been, Ellen, and O’Regan, Supply Skepticism: Housing Supply and Affordability

We know relatively less about market forces on housing supply

Most focus is on regulations

Developers’ cost function, construction sector’s market structure..
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Comment 1: Direct Causality through Construction Workers

DiD event study established: onslaught of SC ⇒ post treated counties experienced

Non-citizen workers, LEFB workers, Hispanic workers, US-born workers in construction
industry
Permits and new constructions completed declined
Price increased

How many people are deported?

In particular, what is the percent of labor loss of the construction industry locally?

How big of a negative shock this is to affect output (construction)?
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Comment 2: Chain of Causality/Mechanism

Immigration enforcement ⇒ loss of labor force in construction sector ⇒ unable to
substitute with other forms of inputs ⇒ developers choosing to scale back production

Immigration enforcement ⇒ loss of labor force in all low-paying sectors of the economy,
such as janitors, uber drivers, etc. ⇒ complementarity in production between low-skilled
immigrants and higher-skilled citizens lead to a reduction in local employment rate of
citizens ⇒ unable to substitute with other forms of inputs ⇒ developers choosing to scale
back production
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Comment 2: Incidence

With 3000+ counties with different pre-existing conditions, DiD masks useful variation

How big is the incidence of the program on the labor force in construction industry?

versus janitors, uber drivers

How big is the variation of incidence across counties?

Depending on # workers needed & how popular one particular task could be locally
If lose 2 out of 20 workers working on installing granite counter tops in kitchen — could cope
OR if lose 2 workers working on installing A/C out of 20 — maybe could cope in Boston
OR if I lose 15 workers working on installing A/C out of 20 — in Austin, definitely slows
down finishing up projects
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Suggestions on Comments 1 and 2

How do firms adjust to negative labor supply shocks? What’s the elasticity of labor cost on
output?

A toy model could be immensely useful to back out magnitudes of pass-through:

↓ labor on ↑ cost, and then on ↓ output

Which margin does it affect the most
Replace workers, substitute to become more capital intensive

Consistent with the findings that low-skilled workers decline, not high-skilled + wages of
workers increased (mechanically)

Scale down and reduce output (i.e. manufacturing output, housing)
Less productive and pay lower wages
Exit or consolidation of surviving firms
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Suggestions on Comments 1 and 2 (cont’d)

Market structure of construction industries

Regional vs. local construction firms

Regional firms might be more able to borrow workforce from close-by counties

How segmented firms are and how specialized the contractors are

Construction industry is highly segmented

Flooring, A/C installation, roofing, granite counter-tops

Where do we see as segments with illegal immigrants?
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Comment 3: Heterogeneity

A simple model with production function with high- and low-skilled labor

Production-side could also differ on capital-intensive versus labor-intensive types of jobs

Renovations, installation of A/C units

Counties differ in percent of LEFB workers in low-skilled labor pre-SC

Counties with more illegal immigrants before 2008 are hit more
Counties located in hot regions with most illegal immigrants dominate A/C installation
before 2008 are hit more
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Comment 4: Relevant Margins

Which margins of the construction sector are most severely affected?

High pre-existing share of illegal immigrants + quintessential part of delivering product
e.g. all A/C installations are done by illegal immigrants in Austin + impossible to deliver a
home without A/C in Austin
⇒ negative supply

Permits decline – why would permitting be affected in your story?

# new construction permits - # housing starts
# housing starts -# housing completes
Permits for remodeling that uses more illegal workers
Permits from contractors that are localized versus those that span different regions
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Remodeling permits example, Seattle

Figure: Two remodeling permits on the same property

Betty X. Wang (HKU) Discussion of Cracking Down, Pricing Up: Housing Supply in the Wake of Mass Deportation19 May 2025 ABFER Conference 11 / 15



Construction permit example, Seattle

Figure: New construction permit
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Local vs regional contractors
E.g. Meritage Homes Corporation, a publicly traded real estate development company. 5th largest in the U.S.

Figure: SEC Form DEF 14A of 2024
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Regional exits?

Figure: SEC Form 10Q of 2025Q1
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Other comments

Results in A5 look like an effect following recession from 2008 as SFRs are hit the most

Alternative story to price increase: removal of disamenity value associated with
immigration settlement and native flights

Table 1 should report the LEFB/Hispanic share of construction labor

“LEFB” should have been defined the first time it appeared on page 4

Betty X. Wang (HKU) Discussion of Cracking Down, Pricing Up: Housing Supply in the Wake of Mass Deportation19 May 2025 ABFER Conference 15 / 15


