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1. Introduction

According to a survey, done in 2008, about 50 % of Americans perceived immigration as a
problem rather than as an opportunity*. Similar surveys conducted in the pre-recession years
(2007) aso showed that Americans were much less supportive of more open immigration
policies than they were of other aspects of globalization such as free trade or free capital
movements”. Since the onset of the recession of 2008-2009 and during the jobless recovery of
2010-11, the public opinion about immigration has further deteriorated. The idea that immigrants
take American jobs, depress national wages and threaten the U.S. economy has become even
more rooted, as it has often happens during economic recessions. The political discourse
accompanying the economic and labor market impact of immigrants is very intense and

pervasive in the media but often generates “ more heat than light”3.

Americans are not alone in fearing immigrants. Europeans have grown extremely concerned too.
Immigration flows have surged dramatically during the last ten years in some E.U. countries.
The share of foreign born in the population has risen to be 13.5% and 7% as of 2009, in Spain
and Italy, respectively, from levels equal to 3% and 2% as recently as 1999. Other countries with
a longer history of immigration and smaller flows during the last decade are still dealing with
issues of integrating previous immigrants (e.g. U.K. and Germany). The tone and quality of the
debate is, if possible, even more acrimonious in Europe and politicians have sometimes catered
to these anti-immigration sentiments. In the U.K. al the main parties in the 2010 elections
advocated lower levels of immigration. In Spain the Socialist government has promoted during
the last two years a “pay to go” initiatives offering cash-payments for immigrants to leave the

country.

! Transatlantic Trends (2008)
2 Pew Research Center (2007)
® The quote if from page 163 of Goldin et al (2011)



In the frame of this diffuse perception of immigration as a cost to the host country what do
economists have to offer? Can we help to increase the “ratio of clarity-to-volume’ that, as
economist Paul Romer says, is usually minimized in the public discourse on immigration? | think
that in offering the simplified (but also somewhat enlightening) perspective of considering
migrants mainly as workers and analyzing the gains and costs that they generate for themselves
and for the host country, we can make some progresses in clarifying some misconceptions. In
this article | will take a strictly economic perspective on migration, considering, specificaly, the
migrants as workers. While not all international migrants move with the immediate perspective
of ajob, many of them do. Those who do not (refugees, migrants for study reasons) still consider
the improvement of their future economic opportunities as one of the main reason for the move

and eventually look for ajob.

| will begin, in Section 2, with a “global” perspective which is the best one to understand what
formidable opportunities migrants generate, from a productive point of view, for the World as a
whole and for themselves. A short story will help me to illustrate what kind of technology would
be needed, in absence of immigrants, to generate the same productive effects. In Section 3, |
briefly describe the migrants, in terms of their skills and productive characteristics. Then in
section 4, 1 will zoom in on the effects that they have on the host-country labor markets: on the
wages and jobs of their citizens and on the productive opportunities of their firms. | will discuss
specifically the recent evidence, and some theory, relative to the US case. Throughout the
analysis it is useful, from an analytic point of view as well as for policy considerations, to
distinguish between two types of migrants: those with high and those with low education. They
play two distinct and important, roles in the labor market and in the productive structure of the
receiving economy. In section 5 | briefly summarize the evidence on immigration and the labor
markets in some other rich countries (mainly European) and discuss what we can learn from such
comparative perspective. Finally in section 6 | conclude stating some guiding principles which
can be helpful also when thinking about immigration policies.



2. Migrations. The World Per spective

In stark contrast with the popular perceptions described in the introduction, if one looks at
several recent reports and studies on international migrations by economists and research
institutions their main emphasis is on the large size of global gains obtainable by increasing,
even by little, the mobility of people. A study by the World Bank (2006) estimated that an
increase in international migration equal to 3% of the labor force of developed countries would
produce gains (to be shared globally) of $ 356 Billion®. The economist Lant Pritchett (2006)
argues that the gains from increasing international mobility, even by alittle, are much larger than
those that can be obtained by fully liberalizing international trade (estimated, in 2005, at $ 104
billion). In the more extreme case of afull opening of OECD countries to workers from the rest
of the world, Klein and Ventura (2007)° calcul ate a potential massive increase in the world GDP
in the order of 150% over fifty years. For economists, in short, international migration has the
formidable ability of increasing total world income and productivity generating huge global
economic opportunities. The reason is very simple. By moving people to countries where they
can produce a value 4-5 times larger (on average®) than in their country of origin, migrations
allow the use of world human resources in a massively more efficient way. Migrants receive a
large part of these productive benefits in the form of increased persona income, and bear most of
the costs of migrations. The relevant questions that we need to tackle, however, is. what isin this
exchange for the host country? Are the huge gains of immigrants taking place at the expenses of
native' s jobs and wages? Or can they gain too from this efficient world allocation of workers?
Let me use a story to illustrate what would take, in terms of technology, to achieve the same
productive results that are achieved, for the U.S., by immigration.

2.1 Digression: The story of an inter national Company

Let’s think of a spectacular new company, let’s call it INTER-MIG U.S.A. that opens

business in the US and in some less developed countries. This company rents some wonderful

* World Bank (2005).

> Klein, Paul and Ventura, Gustavo J. (2007).

® This is the average estimate of the income effect of migration to the US for an international migrants, in the
calculations of Clemens M., C. Montenegro and L. Pritchett (2009).
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machines, “computer-robots’ we may say. They come in two types. One type can perform tasks
that are hard, tedious, they may need to be done non-stop night and day or are simply time
consuming and require very good manua skills. Example of those tasks are picking fruit,
working in the sun pouring concrete, building walls, mowing lawns, cleaning homes, taking care
of young children, assisting old people day and night or driving means of transportation. The
rental cost of these machines is reasonable: much less than the wage of an average American
worker. Those machines are also very reliable: they are long lasting and rarely damage or break
down. American families, firms and offices would be immensely excited at the new
opportunities that those machines open to them. Several women could finally look for a job,
leaving part of the care of the house, children and parents to these “computer-robots’. Firms
could finally move their workers out of manual tasks and out of the hard outdoor tasks in the sun,
at night and move them to supervise, coordinate the work of these machines. They can use the
skills of their American workers to think of expansion for the firms, of new goods to produce, of
new services to offer and still can meet production orders, expand output and cut the costs thanks
to the machines. The second types of “computer-robots’, on the other hand, perform completely
different tasks. They work in laboratories, engineering projects, research centers, innovation
centers and can help scientists to come up with new ideas, new methods, and innovative
solutions. Each American engineer, or doctor or professor may envision a team of “computer-
robots’ increasing the ability of her own laboratory, institute or research center to produce
innovative output. The machines are often better than the American scientists themselves! Not to
mention the American Law firms, Companies, Hospitals, Schools that can rent the machines,
improve their services and specialize their workers in a way that makes the best use of these
prodigious machines. This creates fantastic new opportunities for businessesin the U.S.

The company INER-MIG U.S.A. operates also in developing countries. What it does there, say
in Mexico or Ching, is that it associates each machine (of the first or second type) to a worker.
Every time that the machine is rented in the US, the company pays a salary that is 5-6 times the
local outside option, to have the worker continue doing what he was doing before: working in
agriculture, or construction (if she is associated with the first type of machine) or in a school or
hospital (if she is associated with the second type). To workers of the poor country this too will

look like a fantastic option: same job as before for a salary 5-6 times higher. The company will



thrive globally and people will have only good things to say about it. Many other countries wish
they could be next in the operations of the company.

From the labor market perspective what is accomplished (with a futuristic technology) by
INTER-MIG U.S.A. is exactly what international migration accomplishes for the US and for
immigrant workers. Only, rather than machines, it will be people to perform the described jobs in
the U.S. and they will move from a country to another. One would think that the enthusiastic
response that U.S. families and firms are likely to have for INTER-MIG U.S.A. iseven larger for
immigration: people, rather than machines, will do those jobs and people are, after al, much
more pleasant, engaging and inspirational than “computer-robots’ and they bring, together with
the manual skills, also relational, human, personal and spiritual values that we cherish and love.
To the contrary, as described in the introduction, the majority of Americans consider
immigration as a problem. Clearly the actual migration process involves many other aspects of
moving people with their culture, their needs, their families and these may generate complex and
problematic dynamics. However from a pure labor market point of view, which is the one | am
taking here, the advantages, gains and cost for the U.S. of international migrations are exactly
those brought about by the operating of the machines of INTER-MIG U.SA. Let' keep this
example in mind as | describe in a more scientific fashion the recent research on immigrants to
the US and their labor market effects.

3. Who aretheinternational migrants?

Recent research, based on comprehensive data on net migration to OECD countries has shown
that two groups have a much larger probability to migrate both out of rich and out of poor
countries. First, Docquier et a (2010) show that workers with high education, and in particular
college educated ones, have emigration rates 4 to 5 times larger than workers with no college
education. For poor countries the probability of emigrating increases up to 10-12 times with a
college degree. Second, severa studies show that migrants are young. The cohort with highest
migration probability is the one between 20 and 30 years of age and after 45 years of age few
people migrate. Analyzing recent migration trends across countries, Grogger and Hanson (2011)



show that these young and highly educated workers, with high migration rates, are attracted by
countries that pay high wage premium for college education and where English is the
predominant language. Both factors contribute to make the U.S. a very attractive destination for
them. While some countries, such as Australia and Canada, further encourage this selection with
immigration policies that favor young and highly skilled individuals (and hence receive a large
share of those), the U.S. does not have an official special preference for these categories. Still,
due to its large wage premium to highly educated and to the highly dynamic professional
environment of its companies and research centers, the US attracts amost half of all college-
graduate migrants in the world. Hence foreign-born are a high percentage of the very highly
educated workersin the U.S.

Another group, however, is also over-represented among immigrants to the U.S. They are
young workers with very low education, employed in highly manual-intensive occupations.
Ordering the schooling levels from low to high the percentage of foreign-born has a U-shaped
distribution across groups. Figure 1 shows the percentage of foreign-born in each group as of
2009. It is clear that immigrants are over-represented among very high and very low levels of
education. The group of immigrants with very low education is made in part of undocumented
workers. This is due, in part to the fact that there are very few legal ways of entry for foreign
workers with low schooling levels. We will see however that the current composition of U.S.
immigrants by skill follows the labor-market logic. Possibly this is one reason why, if strongly
criticized by many, the current U.S. immigration system, based on attracting some highly

educated and tol erating undocumented less educated immigrants, has been very hard to modify.



Figure 1:
Percentage of Foreign-Born by skill-group
USA, 2009
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4. Evidenceon Labor Market Effects. Productivity, Wages, Jobs

4.1 The Malthusian fallacy and four adjustment margins

There are useful models in the economists’ toolkit to analyze the “partial effect” of a
variable. The labor demand curve is one of them. If technology and capital (machines) are fixed
the labor demand curve slopes downward. Other things equal, that is, an increase in labor
supply reduces the productivity of workers (crowded in an economy of given size) and hence
their wage. This is correct. This partial equilibrium reasoning, however, is often pushed to its
Malthusian implication that more people (workers) in an economy mean lower wage and lower
income. In a variation of this type of reasoning more workers of one type (foreigners) need to
displace workers of another type (natives). These partial equilibrium implications are likely to

be incorrect, theoretically and empirically, in “general equilibrium”. The working of four



important mechanisms which attenuate and may reverse the partial equilibrium effects of an
increased supply of foreign workers on the demand for native workers.

The underlying assumptions of the partia effect analysis are that workers are homogeneous
and that other variables are fixed. Both assumptions are incorrect, even in the short run, and
particularly in the medium-long run. There are four specific mechanisms, triggered by the
inflow of immigrants, which generate response of other variables and that have been studied in

recent research papers. | describe them in turn.

a) I nvestments

As a consequence of the availability of more workers, firms invest: they expand their
capacity and more of them are born. Returns to capital increase when more workers are
available, and firms take advantage of this by investing. What matters for the average
productivity of labor (and average wage) is capital per worker (the intensity of machines). This,
as shown in Ottaviano and Peri (2008) has grown in the U.S. economy at a constant rate (driven
by technology) during the whole period 1960-2009. If anything, capital per worker was higher
in 2007 (peak of immigration) than it was in 1990. Investments, which were responsive to the
relatively small and predictable inflows of workers’ represented by immigration, maintained the
capital intensity of the economy growing at a constant rate. In Peri (forthcoming) | find the
same story anayzing individua U.S. states during the period 1960-2005. In each state
investment responded to net immigration to maintain the capital intensity of the economy
roughly constant over ten year intervals. Hence immigrants did not crowd existing firms over
the long run, but they simply increased the size of the economy. This s, incidentally, what any
model of growth (beginning with Solow 1956) would predict for the long-run: An increase in
the size of population does not affect wages but only the total size of the economy. Wages are

determined in the long run by labor productivity only.

b) Differences Among workers: more and less educated
Workers are not homogeneous. In terms of their labor market skills and productive activity
there is a large difference between workers with high levels of schooling (tertiary education)

and those with secondary or less. They use different skills and take different jobs. It makes

’ Net immigration was around +0.4% of employment per year in the period 1990-2007.
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sense to distinguish between these two groups as two different production factors. A modified
version of the wage-effect of immigrants along the labor demand curve is that, if the relative
supply of less educated workers among foreign-born is larger, they depress wages of less
educated relative to highly educated natives. In the US as a whole, however, because of the
combination of immigrants at the top and at the bottom of the schooling distribution, if we
consider two groups of workers (more and less educated) immigrants have a distribution similar
to that of natives". Hence their inflow did not alter much the relative supply of the two groups.
Labor economists’ consider the split between these two education groups (with and without
tertiary education) as the most relevant to understand the effects of relative supply, of skill-
biased technology and of institutions on the relative wages. Hence as immigration, did not alter
the relative supply of these two groupsit is unlikely to have changed their relative wages. At the
national level immigration cannot explain the observed increase in relative wage of college
educated versus high school graduates observed in the eighties and nineties'™®, simply because it
did not change much their relative supply.

c) Specialization and technology: Job upgrades.

Even more interesting is the differentiation of skills and productive characteristics between
natives and immigrants within each of the two schooling groups. One very strong tendency
among immigrant workers with low schooling is to concentrate prevalently into manual jobs. In
manufacturing, construction and agriculture, for instance, they work as farm laborers,
construction workers, roofers, drivers and so on. In services they work in food preparation,
house services, child and elderly care. To the contrary similarly educated natives work in jobs
which use more intensively communication and interaction skills such as cooks, construction
supervisors, farm coordinator or clerks. In Peri and Sparber (2009) we show that, due to the
limited knowledge of the language, immigrants have a comparative advantage in manual type of
jobs. Hence they specialize in those, and in firms and sectors that hire immigrants, this produces
higher demand for jobs of coordination and interaction typically staffed by natives, whose

language skills are superior. This dynamic specialization to tasks according to skills pushes

® Using American Community Survey data, 38% of new immigrantsin the decade 2000-2009 had a high school
degree or less. Exactly 38% was also the percentage of natives with high school degree or less as of 2009.

° Examples are Acemoglu (2002), Katz and Murphy (1992), Goldin and Katz (2008) and Card (2009).

19 Documented, among others, by Autor et al. (2008)



natives to upgrade their jobs (as communication-intensive occupation pay better than manual
intensive ones) and protects their wages from competition of immigrants. By taking the manual
jobs that natives progressively leave, immigrants often push a reorganization of production
along specialization lines that may also increase effectiveness and efficiency (as shown in Peri
2011) of labor. In arelated line of research Lewis (forthcoming) shows that, in markets with
many immigrant workers, firms adopt techniques that are particularly efficient in the use of less
educated, manual-intensive type of workers. Hence they are able to absorb a larger number of
less educated manual workers without a loss in productivity and wages. In some studies (asin
Ottaviano and Peri, 2011) the mechanism described here, combined with the other effects
described in @ and b), results in a small positive effect of immigration on wages of less
educated native workers. On average that study finds that immigration over the period 1990-
2006 affected the wage of native American workers with no degree between -1% and +1.5%
depending on the exact assumptions and on the strength of the three described mechanisms. The
same study finds that American workers overall have gained 0.6% in their wages because of
immigration during the period 1990-2006 once investment, heterogeneity and specialization are
accounted for.

d) Lower wagesof immigrants. Opportunitiesfor Cost cutting and job creation

A more recent line of research considers another aspect of immigrants labor market
performance as an opportunity for firms and for native workers. One common empirical
finding in the literature is that immigrants, for similar characteristics and skills are paid less
than natives. Thisis in part due to the fact that many immigrants, because of worse outside
options (such as going back to their country), have lower bargaining power with the firm. In
this case firms pay immigrants less than their marginal productivity, increasing their profits.
Such cost-savings on immigrants act as an increase in productivity for firms: they are likely
to expand and hire more workers, also in the complementary jobs performed by natives.
Ottaviano et al. (2010) show that if a firm can cut costs in some productive tasks by hiring
immigrants, this allows the firm to expand production and employ more people in the
complementary tasks many of which are supplied by natives. Chassamboulli and Palivos
(2010) show that more immigrants push firm to create more jobs to take advantage of the
lower cost of hiring them. Some of these jobs, then, end up to natives whose unemployment
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rate can actually decrease as a consequence of this. Notice, also, that as immigrants are
employed in productive tasks different from natives the fact that they are paid less than their
marginal productivity is not easily classifiable as “discrimination” as it appears as

compensation for different jobs.

In summary investment by firms, specialization of natives, complementarity between natives
and immigrants, technological response of firms and job creation are the margins along which
the economy responds to immigration. They all attenuate the “partial effect” due to a movement
along the labor demand generated by increased labor supply. This explains why along tradition
of empirical economic studies (summarized by Friedberg and Hunt 1995, and then continued by
Card 2001, 2005, 2009, Ottaviano and Peri 2006, 2008 and Peri 2011) has found very small to
no effect of US immigration on native wages and employment at the national and at the local
level. Other studies (e.g. Borjas 2003, 2006) have found negative wage effects on less educated
workers at the national level in the order of -3% over the 1980-2000 period. Even those studies,
however, find positive wage effects for workers with intermediate to high schooling level
(+1/1.5%). The small negative wage effects found in Borjas are possible but, in my opinion,
they focus mostly on the competition channel and overlooked the margins of adjustment
described above.

4.2 MoreLabor Market effects of Immigrants

There is another interesting labor market effect of less educated immigrants, recently
studied, that is worth mentioning before discussing the impact of highly educated immigrants.
In the U.S. (and in many European countries) one sector in which the presence of foreign born
has been large and growing fast is that of home services (cleaning, food preparation, gardening
and similar) and personal services (child and elderly care). These are often characterized as
“household production” services. This has allowed several women, often highly educated, to
afford these services and join the labor force or to increase their hours worked. Cortes (2008)
show that the inflow of less educated immigrants reduced the cost of those “household
production” services by almost 10% over the period 1980-2000. Moreover, as a consequence of
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this, Tessada and Cortes (2011) show that women, especialy those with high education,
increased their work week by about half an hour, because of less expensive services. Low
skilled immigrants, therefore, allowed the large productive potential of highly educated women
to be used on the labor market by substituting part of their tasks in the household production.

Much less needs to be said to convince the reader of the positive contribution to
productivity and employment of highly educated immigrant workers. They are a huge asset for
the U.S. economy that, as we said above, attracts the best and brightest from all over the world.
A large part of them are scientists and engineers (Gauthier-Loiselle and Hunt, 2011). They
account for about one third of the U.S. innovation (Kerr and Lincoln 2011). One quarter of all
U.S. based Nobel laureates of the last fifty years was foreign-born (Peri 2007). They have been
founders of 25% of new high-tech companies with more than one million dollars in sales in 2006
(Gauthier-Loiselle and Hunt, 2011) hence generating income and employment for the whole
country. Over the period 1975-2005, according to NSF (2005) the whole net growth in the
number of U.S. PHD’ s was due to foreign-born. Currently about half of PHD working in science
and technology are foreign-born. Innovation and technological growth are the engines of
economic growth hence the attraction of human capital at high and very high level of skillsis
key to the continued economic success in technologically advanced countries such as the U.S.
Severa economic analysts' have emphasized that the inflow of highly educated immigrantsis a
valuable competitive edge that the U.S. has over other advanced and competing countries such as
Japan and Germany. The first has essentially closed the doors to al kinds of immigrants (see also
Figure 2, below), the second attracted in the 2000's much fewer immigrants that it used to.
Ultimately, labor productivity, the sole driver of wage growth in the long-run, depends on
innovation and technological development. Hence highly educated immigrants in science and
technology contribute, through scientific innovation, to raise productivity and income per person.
Notice that the huge increase in the wage premium for highly educated in the U.S., during the
last few decades (as documented in Katz et a 2008, among others) is a sign of increasing
demand relative to supply for this type of workers. The recent slow-down in the growth of

graduation rates from college for U.S. born (Card 2011) and the massive increase in demand for

" see for instance the Financial Times at http://ftalphaville.ft.com/blog/2011/06/06/585096/demographics-and-
destiny-us-immigration-edition/.
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them imply that highly educated immigrants are likely to fill a demand gap rather than put

downward pressure on native wages.

Figure 2:
Change in the percentage of the foreign-born
population, 1995-2008
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5. A Quick look at other Countries

The largest immigration rates among developed countries during the last decade were
not experienced by the United States or by the other traditional countries of immigration (such
as Audtralia or Canada). Figure 2 shows the increase in foreign-born as percentage of the
population in some representative OECD countries. Spain, Ireland and Italy had a net inflow of
immigrants equal to 11.1%, 9.8% and 5% of their population during the period 1995-2008. The
U.S., in comparison, experienced net immigration equal to 3.8% of the population during the
same period®3. As mentioned above this rapid growth has stirred an intense debate in Europe on

'? Canada had an immigration of 3.5% and Australia of 2.4% of its population.
> The data are from Table GE3 of OECD (2011)
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the costs and benefits of immigration. Several studies on the impact of immigrants on European
economies confirm some of the findings for the U.S. In particular the small, usually
insignificant, effect of immigration on wages and employment of natives seem to be an
empirical finding for European countries as well**. | would like, however, to emphasize two
differences between immigration to the U.S. and to Europe. They both reveal a competitive
advantage of the U.S. First, most countries in Europe, especially, those in continental Europe
attracted fewer of the very highly educated immigrants. Probably because wage premia for
highly educated are smaller in Europe, and because taxation is more progressive and the
protection of local professionsis stronger, highly educated immigrants seem lesswilling to try a
career there. The U.K. and Canada and Australia are the biggest international competitor of the
U.S. for these mobile brains. Continental Europe is missing most of them (as well as many of its
native brains) to the Anglo-Saxon countries (see Saint-Paul 2004, for an account of the
phenomenon). This implies large losses in the potential for growth, innovation and
technological progress for continental Europe, especially in the long-run,

Second, European countries have attracted very large inflows of young, less educated
immigrants, who have performed, even there, the manual and “home-production” services that
natives still demand but do not supply. However, while generating some upgrading of native
jobs™, the higher rigidity of the labor markets, the protection of insiders, the high costs of job
transition have reduced the working of this mechanism'®. Paradoxically, the labor market
protection for native workers has hurt natives and particularly the less educated ones, by
preventing the occupational mobility that shielded them from wage competition of immigrants
in the U.S. European countries with lower employment protection (lower unemployment
subsidies, lower costs of hiring and firing) such as Denmark and Ireland have responded better
to immigrants, experiencing more intense job upgrading by natives and |ess wage competition.

Finally let me notice that in Europe, as in the United States but to a larger extent,
immigration has been the main contributor to growth of the labor force during the last decade.
The fast aging of the population and the shrinking of the young cohorts are generating
imbalances by increasing the dependency ratio (measured as retirees divided by workers), and

reducing the supply of new workers. Immigrants can aleviate the consequences of these

!4 See the survey of the literature by Kerr and Kerr (2011)
1> See Amuedo-Durantes and De La Rica (2011).
18 This phenomenon is analyzed in D’ Amuri and Peri (2011).
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phenomena. From a demographic point of view, the more balanced composition between young
and old workers in the labor force and the larger number of workers relative to retirees are the

big benefits that immigration can bring to Europe.

Conclusion: Summary and some Key Ideas

Immigrants, especially those from poor to rich countries, create the potential for huge
productivity and income gain at the global level. These gains accrue in large part to the migrant
themselves. However the host country as a whole is likely to benefit as well. Moreover, while
there are some categories of workers in the receiving country that may lose, not al the less
educated native workers lose and in fact, on average, they may even gain.

In this study we have considered immigrants as workers and focused only on issues that
concern their effect and role in the labor markets. While this is necessarily only a limited
analysis, we think that it can bring clarity and new ideas to the debate. Here | summarize some
of them.

From a labor market point of view it makes send to distinguish between more educated
immigrants (with tertiary education) and less educated ones. They are two distinct groups and
the policies for their labor market access should be designed separately.

Overall 1 think that a re-calibration of the immigration policy of the U.S. more towards labor
market needs and less based on family reunifications would have several advantages. Granted
the unity of the nuclear family (head and dependents of the household) more distant family ties
should not be preferred to productive characteristics of immigrants.

For highly educated, the H1B visa program, started in 1990, has certainly been the main
channel to bring to the U.S. the best and the brightest. Given the large long-run benefits that this
group generates for the whole economy, eliminating the cap on skilled immigrants would make
sense. Even allowing automatic permanent residence for PHD'’s in science and engineering
from alist of highly recognized international institutions, would make sense. The huge inflow
of people in the US to pursue graduate studies at the most prestigious institutions in the world
should grant them the possibility of staying in the U.S. if they graduate.

For less educated immigrants, the US needs to find a way to allow them legal entry and legal
stay. The very large demand for immigrants in occupations such as construction workers, home
services, hospitality services, agricultural workers and so on requires that temporary visas, with
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possibility of renewal, should be granted under the sponsor of the employee to less educated
workers. Clearly the demand for immigrants in these kinds of jobs is one of the driving forces
that contributed to create the problem of the large groups of undocumented immigrants. Without
finding a lega way to satisfy that demand and the continued employment of those
undocumented there will not be a solution to the issue.

Finally, the inflow of immigrants as new workers in the U.S. labor market will continue to
produce the right incentives for natives. The more vulnerable among them, those in manual
jobs, with low qualifications should be helped to transition towards better skills and better jobs
that use more communication and cognitive skills. Improved quality of schooling and continued
training and upgrading on the job is what will equip the U.S. labor force with the tools to make
the most of (and lose the least from) new immigrants. This has been happening aready in the
last decades, but can be enhanced and made easier. Immigration, just as trade and foreign
investment, is ultimately a driving force of continued growth and can be used to improve the
competitive advantage of the U.S. Recognizing these facts and managing the immigration
policies to better achieve this goal and distribute its economic gains would probably increase the
pragmatism of the debate and possibly reduce the partisanship and prejudice often involved in
it.

16



References

Acemoglu, Daron (2002). "Directed Technical Change." Review of Economic Studies, 69,
781-810.

Amuedo-Durantes C. and S. De La Rica (2011) “Complements or Substitutes? Task
Specialization by Gender and Nativity in Spain" Manuscript San Diego State University, January
2011.

Autor, D.H. Lawrence F. Katz and Melissa S. Kearney (2008) Trends in U.S. Wage
Inequality: Revising the Revisionists, Review of Economics and Satistics.

Borjas, George (2003). "The Labor Demand Curve is Downward Sloping: Reexamining the
Impact of Immigration on the Labor Market” Quarterly Journal of Economics, 118, 1335-1374.

Borjas, George (2006). "Native Internal Migration and the Labor Market Impact of
Immigration.” Journal of Human Resources 41, 221-258.

Card, D., (2001).” Immigrant Inflows, Native Outflows, and the Local Labor Market Impacts
of Higher Immigration. Journal of Labor Economics 19, 22--64.

Card, D., (2007). “How Immigration Affects U.S. Cities’. Discussion Paper#11/07, CreAM,
London UK.

Card, D., (2009). Immigration and Inequality American Economic Review, Papers and
Proceedings, 99, 1--21.

Card D. (2011) “The effects of Immigration in the U.S.” Keynote address to the CReAM
Conference, April 2011, London U .K.

Chassamboulli A. and T. Palivos (2010) “Give me your Tired, your Poor” so | can Prosper:
Immigration in search Equilibrium”. Manuscript, University of Cyprus, December 2010.

Clemens M., C. Montenegro and L. Pritchett (2009) “The Place Premium: wage Differences
for Identical Workers across the US Border” Working Paper # 148, Center for Global
Development

Cortes, Patricia (2008) "The Effect of Low-Skilled Immigration on U.S. Prices. Evidence
from CPI Data." Journal of Political Economy, 2008, vol. 116, no. 3. pp.381-422.

D’ Amuri and G. Peri (2011) ““Immigration, Jobs and Labor Market Institutions: Evidence from
Europe NBER Working Paper, #17139, 2011.

17



Docquier, F. Ozden C, and G. Peri (2010) “The Wage effect of Immigration and
Emigration” NBER WP #16646, December 2010.

Friedberg, Rachel, and Jennifer Hunt (1995). "The Impact of Immigrants on Host Country
Wages, Employment and Growth." Journal of Economic Perspectives 9, 23-44.

M. Gauthier-Lauselle and J. Hunt (2008) “How Much Does Immigration Boost I nnovation?”’
NBER Working Paper 14312

Goldin, Claudiaand Larry Katz (2008). "The Race Between Education and Technology." ,
Harvard University.

Goldin, I. G. Cameron and M. Balaargjan (2011) “Exceptiona People: How Migration Shaped our
World and will define our future” Princeton University Press, 2011.

Grogger J. and G. Hanson (2011) “Income Maximization and the selection and sorting of
international migrants” Journal of Development Economics,, 95, pp. 42-57

Katz, Larry, and Kevin Murphy (1992). "Changes in Relative Wages 1963-1987: Supply and
Demand Factors." Quarterly Journal of Economics 107, 35-78.

Kerr W. and W. F. Lincoln (2010) “The Supply-Side of Innovation: H1B Visareform and
US Ethnic Invention” Journal of Labor Economics, 2010.

Kerr S.P. and W. Kerr (2011) “Economic Impacts of Immigration: A Survey” Harvard
Business School Working Paper, January 2011, Cambridge, MA.

Klein, Paul and Ventura, Gustavo J. (2007) "TFP Differences and the Aggregate Effects of
Labor Mobility in the Long Run,” The B.E. Journal of Macroeconomics: Vol. 7.1
(Contributions), Article 10

Lewis Ethan (forthcoming) Immigration, Skill Mix, and Capital-Skill Complementarity.
Forthcoming, Quarterly Journal of Economics

National Science Foundation (2005) “ Survey of earned Doctorates’ , Washington D.C.
OECD (2011) “Society at a Glance, 2011 OECD Socia Indicators, Paris, 2011.

Ottaviano, Gianmarco, and Giovanni Peri (2006). " The Economic Vaue of Cultural
Diversity: Evidence from U.S. Cities." Journal of Economic Geography 6, 9-44.

Ottaviano G.I.P. and G. Peri (2008) “Immigration and National Wages: Clarifying the
Theory and the Empirics” NBER WP14188, July 2008.

Ottaviano, G.I.P., and Peri G., (2011). Rethinking the Effect of Immigration on Wages.

Journal of the European Economic Association, In Press.

18



Ottaviano G.I.P, Peri G. and G. Wright (2010) “Immigration Offshoring and American
Jobs’ NBER Working Paper # 16439, October 2010.

Peri G. (2007) “Higher Education, Innovation and Growth". In Giorgio Brunello,Pietro
Garibaldi and Etienne Wasmer eds. Education and Training in Europe, Oxford: Oxford
University Press

Peri G. (2011) “Rethinking the Area Approach: Immigrants and the Labor Market in
California, 1960-2005” Journal of International Economics, Vol. 84 (1) pp. 1-14.

Peri G. (forthcoming) ““The Effect of Immigration on Productivity: Evidence from U.S.
States” Forthcoming in the Review of Economics and Statistics.

Peri, G., and Sparber C., (2009). Task Speciaization, Immigration and Wages. American
Economic Journal: Applied Economics, 1, 135-1609.

Pew Research Center (2007) “World Publics Welcome Global Trade but not Immigration”
47- National PEW Global Attitudes Survey.

Solow, Robert (1956)."A Contribution to the Theory of Economic Growth." Quarterly
Journal of Economics 70, 65-94. Press, Cambridge, MA, 2008.

Saint-Paul, G., 2004, The Brain Drain: some Evidence from European Expatriates in the
United States, |ZA discussion paper n. 1310.

Tessada J. and P. Cortes (forthcoming) "Low-Skilled Immigration and the Labor Supply of
Highly Skilled Women." Forthcoming American Economic Journal: Applied Economics.

Transatlantic Trends (2008) “ Transatlantic Trends: Immigration”. Washington D.C. German
Marshall Fund of the United States.

World Bank (2005) “Global Economic Prospects. Economic Implications of Remittances and
Migration”. Washington D.C. World Bank.

19



