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Migration and its impact on the Labour Market and Education

Full title of the project:
Labour Demand, Education and the Dynamics of Social Exclusion
Context of the Research

The need for a common EU migration policy is connected with the characteristics of a common European market, since the abolition of interior borders results in a dependency of each member state on the immigration policy of the other states. Once a foreigner enters EU-territory, the further migration of this person can no longer be controlled. As a result of free labour and product markets within Europe, individual member countries are unable to follow independent migration policies without potentially harming other members. Therefore, a unified migration policy on the European level may need to be considered. The organisation of such a policy, however, requires knowledge about: -

· The type of migrants (family migrants, economic migrants, asylum seekers, high or low skilled migrants) that are attracted by the different countries in the EU as well as the selection process and the determinants of return migration.

· The determinants of a fast assimilation process of both, first- and second-generation migrants into the society and the labour market of the receiving countries in order to minimize the costs of immigration.

· The effects of immigration on the labour market outcomes of natives.

The results of the project offer some important insights to these questions. Many case studies have been produced covering different issues and addressing different population sub-groups or domains of economy in eleven countries (UK, Denmark, France, Germany, Ireland, Sweden, Israel Switzerland, Italy, Portugal and Spain).

Key Conclusions

The following general conclusions that have a more European dimension were reached: -

1. Economic factors are important determinants of the migration decision of individuals. Migration, however, does not always take place if there is a positive wage difference. In the case of strong ethnic networks it can also take place in spite of a negative wage difference.

2. It appears that immigration restrictions will only postpone but not prevent migration.

3. The results concerning return migration were rather mixed. The experience in Denmark indicates that less successful migrants have a higher probability to return to their home country. The results for Ireland indicate, however, that return migrants have higher skills and higher wages than the immobile Irish population.

4. At the time of immigration, migrants are in a disadvantaged situation when compared to similar natives. With time of residence, however, immigrants assimilate to natives. The two most important determinants of fast assimilation identified in all countries are language skills as well as attachment to the labour market in order to accumulate labour market experience. These results indicate that effective integration policies should concentrate in particular on language courses.

5. The welfare dependence of migrants varied for the countries investigated. In Germany the fear of a "race-to-the-bottom" in social standards due to welfare magnet effects of generous social security systems are unfounded. However, this conclusion was not confirmed by the experience in Sweden. Further research in this area seems to be necessary to get a clearer picture.

6. In general, the results of the different country studies indicate that existing problems faced by second-generation migrants are the results of factors that they share with other native children from underprivileged background, such as parents without or with only a few qualifications, large families, and living in a relatively poor neighbourhood. These results suggest that effective policies towards underprivileged families should also be effective for second-generation migrants and that, with the exception of policies stressing the accumulation of language skills, special policies towards second-generation migrations seem not to be necessary. There was some evidence to suggest the need to include third-generation migrants in future research.
7. It was also found that there were no negative labour market effects of immigration on natives and hence confirm the results obtained in other countries such as the US or Canada.
8. In fact, it was considered that if European governments select migrants more according to the needs of their labour markets, social tensions about migration would be moderate and the economic performance of the respective country would be improved, as both political and economic objectives of policy-makers would be met.
Country specific conclusions are detailed below: -

 The Danish team worked, partly in co-operation with the Swedish and the German team, on three sub-projects: -

· Wage and job discrimination against immigrants

· The risk of marginalisation of immigrants and refugees

· Integration, social exclusion or return migration

Their major findings are: -

· Assimilation of immigrants into their adopted country is closely related to labour market attachment;

· The huge assimilation gap at entry is gradually closing as experience is accumulated;

· There is no strong evidence of wage discrimination, but there may be discriminatory forces in the employment process;

· Parental capital of second generation immigrants has a strong positive effect on completing a qualified education and on entry in the labour market;

· Growing up in neighbourhoods with high concentration of immigrants is associated with negative labour prospects;

· Changes in the organisational structure of work is considered to be the most probable cause of the increasingly difficult assimilation process for immigrants, both in Denmark and Sweden;

· Return migration differs significantly according to the country of origin and the individual labour market experience.

The French team concentrated on three themes: -

· Academic success of second generation immigrants;

· Wages, trade and immigration;

· Employment, skill structure and trade.

Major results are: -

· Immigrants’ children appear to be more successful after secondary education than native children with the same social background and family environment. The more favourable school results of immigrant children are considered to be due to their greater perseverance and the stronger educational aspirations of immigrant families. The educational level of the parents, their social class and the size of their family often seem more influential than being of immigrant origin.

· The import behaviour (nature and origin of goods) of firms has a strong impact on workers wages and more in particular on wages of low-educated foreign-born workers.

· Changes in export activity generate movements in the skill-structure.

The German team focused on five topics: -

· Institutional framework of migration to Germany;

· Assimilation of migrants in Germany;

· The consequences of immigration for natives;

· Educational attainment of second-generation immigrants;

· Labour dynamics, trade and technical progress.

Some policy implications are: -

· A migration policy that selects migrants according to their skills is beneficial for the receiving country because skilled migrants assimilate very quickly to the society and economy, reduce the probability of becoming dependent on social benefits, reduce the possibility of negative effects on native employment and reduce social tensions towards migration among the native population;

· Assimilation policies are necessary to achieve fast economic integration and reduce the potential costs of immigration;

· Language skills appear to be of particular importance in the integration process.

The Irish team studied the characteristics of former emigrants returning to Ireland.

It was found that: -

· Return migration into Ireland is largely made up of skilled people;

· Return migrants have additional human capital allowing them to earn a wage premium relative to comparable non-migrants;

· The skilled inflow into Ireland during the 1990s reduced earnings inequality.

The Israeli team worked on three topics: 

· Low wages and working poor in Switzerland;

· Transferability of human capital investments;

· The effects of vocational training on the wages of minorities.

Some policy implications are: -

· Gender wage differentials stem mainly from discrimination and could be reduced by fighting it;

· Immigrants’ human capital is not transferable across countries and hence additional training in the host country seems to be necessary;

· Easterners earn less than westerners because of their lower levels of human capital and should get more education and training to close the wage gap;

· Women and Arabs have less access to prestigious, high-paying occupations and should be addressed with selective policies to reach more wage equality.

The Italian team studied: -

· Unemployment and consumption;

· North-South differences in unemployment experience and its relationship with cross-country diversity in family structures and links;

· Higher-education dropouts in Italy.

Selective findings are: -

· The late labour market entry and emancipation of Italian youth was examined in relation to the limited job insecurity experienced or expected by their fathers: having an unemployed father or having one with a high perceived probability of becoming unemployed increase the child’s likelihood of living independently.

· The high university dropout in Italy is related to the high enrolling in university in the absence of job opportunities when leaving high school. The university serves as a “parking lot” for high school graduates waiting for a job.

The Portuguese team studied the Portuguese immigration in France and found that: -

· Immigration in France is strongly followed by assimilation;

· Preliminary results point to the absence of wage discrimination.

The Swedish team focused on the following immigration issues, using the Swedish longitudinal immigrant database as its basis:

· Development of employment prospects;

· Immigrant economic integration into the Swedish labour market;

· Event history analysis of immigrant careers;

· Labour market performance of immigrants;

· Economic marginalistion in Sweden;

· Effects of structural change on the economic prospects of immigrants;

· Use of sickness benefits among immigrants;

· Immigrant mortality;

· Changing economic environment for immigrants;

· Investment in education after arrival in Sweden;

· Return migration;

· Integration of refugee migrants;

· Income security among immigrants.

The British team worked on self-employment, training and worker/firm heterogeneity, and temporary employment.

Some of their results are: -

· Firms are willing to expend resources to provide workers with general training;

· Unemployed are more likely to move than employees;

· There is under-provision of training in both part-time and full-time sectors;

· Temporary workers report lower levels of job satisfaction, receive less work-related training, and are less well-paid than people in permanent employment;

· Previous experience of financial problems is positively associated with the current financial situation and the probability of eviction;

· Policies to reduce unemployment duration and encourage full-time employment should be targeted towards those aged 25 and over on entering unemployment and on increasing educational levels;

· Jobs that follow an unemployment spell have a shorter mean duration than other jobs.

Job search intensity, direct applications to employers in particular, result in a higher probability of subsequent employment.

Key Recommendations

The following recommendations were made: -

· A unified migration policy on the European level is required, since individual member countries are unable to follow independent migration policies without potentially harming other members. 

· The results of the project suggest that a migration policy that selects migrants according to their skills is beneficial for the receiving country because of the following reasons: 

-
Skilled migrants assimilate very quickly to the society and economy of the receiving country. A fast assimilation in turn reduces the probability that migrants become dependent on social benefits.

-
Immigration of selected workers reduces the possibility of negative effects of immigration on native employment as well as wages and may even create gains in efficiency that also result in positive distributive effects, not only for capital but also for native labour.

-
A selective migration policy meets both political and economic objectives, since it reduces social tensions towards migration among the native population and enhances the economic performance.

Therefore, a potential unified migration policy may consider implementing a policy similar to the point systems used in Canada, Australia, and New Zealand.

· The results of the research project further suggest that assimilation policies seem to be necessary to achieve a fast economic assimilation of the migrants and to reduce the potential costs of immigration for the receiving country. The studies on the assimilation of first- and second-generation immigrants as well as the determinants of welfare dependence of migrants indicate that language skills are of particular importance.

The Final Report and results of this project are available:

Full report, Abstract, Summary, Partner details
Key Publications

The project published two conference volumes, six reports, two books, two journals and two journal special issues, 1998-1989.

The following discussion papers were produced throughout this project:

Neuman & Ziderman, Can Vocational Education Improve the Wages of Minorities and Disadvantaged Groups? The Case of Israel.

Booth & Bryan, The Union Membership Wage Premium Puzzle: Is There A Free-Rider Problem?
Booth & Zoega, Is Wage Compression a Necessary Condition for Firm-Financed General Training?

Epstein & Weiss, A Theory of Immigration Amnesties.

Brunello, Lucifora & Winter-Ebmer, The Wage Expectations of European College Students.

Fertig & Schmidt, First- and Second-Generation Migrants in Germany - What Do We Know and What Do People Think?

Epstein & Lecker, Multi-Generation Model of Immigrant Earnings: Theory and Application.

Arellano & Bover, Learning About Migration Decisions from the Migrants: Using Complementary Datasets to Model Intra-Regional Migrations in Spain.

Åslund, Edin & Fredriksson, Settlement Policies and the Economic Success of Immigrants.

Åslund, Edin & Fredriksson, Ethnic Enclaves and the Economic Success of Immigrants - Evidence from a Natural Experiment.

Dustmann & Schmidt, The Wage Performance of Immigrant Women: Full-Time Jobs, Part-Time Jobs and the Role of Selection.

G. S. Epstein, Labour Market Interactions Between Legal and Illegal Immigrants.

Dustmann & Preston, Racial and Economic Factors in Attitudes to Immigration.

Bentolila & Ichino, Unemployment and Consumption: Are Job Losses Less Painful near the Mediterranean?

Booth & Zoega, Why Do Firms Invest in General Training? ‘Good' Firms and 'Bad' Firms as a Source of Monopsony Power.

M. Ward, Gender, Salary and Promotion in the Academic Profession.

Nielsen, Rosholm & Smith, Hit Twice? Danish Evidence on the Double-Negative Effect on the Wages of Immigrant Women.

Böheim & Taylor, Unemployment Duration and Exit States in Britain.

Barrett, Fitzgerald & Nolan, Earnings Inequality, Returns to Education and Immigration into Ireland.

Dustmann & Fabbri, Language Proficiency and Labour Market Performance of Immigrants in the UK

Verdier &  Zenou, Racial Beliefs, Location And The Causes Of Crime.

Bauer & Haisken-DeNew, Employer Learning And The Returns To Schooling.

Hansen & Löfström, Immigrant Assimilation And Welfare Participation: Do Immigrants Assimilate Into Or Out Of Welfare?
R. Euwals, Female Labour Supply, Flexibility Of Working Hours, And Job Mobility.

Epstein & Hillman, Social Harmony At The Boundaries Of The Welfare State: Immigrants And Social Transfers.

Barrett & O'Connell, Is There A Wage Premium for Returning Irish Migrants?

Fougère, Kramarz & Magnac,  Youth Employment Policies In France.

Ichino & Maggi, Work Environment And Individual Background: Explaining Regional Shirking Differentials In A Large Italian Firm.

Crépon & Kramarz, Employed 40 Hours or Not Employed 39: Lessons from the 1982 Mandatory Reduction of the Workweek.

Epstein & Nitzan, The Endogenous Determination of Minimum Wage.

R. Riphahn, Immigrant Participation in Social Assistance Programs: Evidence from German Guestworkers.

Fersterer & Winter-Ebmer, Are Austrian Returns to Education Falling Over Time?

Y. Zenou, Urban Unemployment, Agglomeration and Transportation Policies.

Danziger & Neuman, On the Age at Marriage: Theory and Evidence from Jews and Moslems in Israel.

Booth, Rancesconi & Zoega, Training, Rent-Sharing and Unions.

Fürnkranz-Prskawetz, Hoem & Neyer, Third Births in Austria: the Effect of Public Policies, Educational Attainment and Labour-Force Attachment.

Abowd, Kramarz & Margolis, Minimum Wages and Employment in France and the United States.

Crépon & Kramarz, Working 40 Hours or Not Working 39: Lessons from the 1981 Mandatory Reduction of Weekly Working Hours.

Wasmer & Zenou, Does Space Affect Search? A Theory of Local Unemployment.

P. Bevelander, Declining Employment Assimilation of Immigrants in Sweden: Observed or Unobserved Characteristics?

Fiorella Padoa Schioppa Kostoris, Regional Aspects of Unemployment in Europe and in Italy.

M. Stevens, Should Firms be Required to Pay for Vocational Training?
M. P. Taylor, Self-Employment and Windfall Gains in Britain: Evidence From Panel Data.

Card, Kramarz & Lemieux, Changes in the Relative Structure of Wages and Employment: A Comparison of Canada, France and the United States.

Ichino & Winter-Ebmer, Lower and Upper Bounds of Returns to Schooling: An Exercise in IV estimation with Different Instruments.

Booth, Francesconi & Frank, Glass Ceilings or Sticky Floors?

Dustmann & Preston, Attitudes to Ethnic Minorities, Ethnic Context and Location Decisions.

Ichino & Winter-Ebmer, The Long-Run Educational Cost of World War II: An Example of Local Average Treatment Effect Estimation.

Bauer, Million, Rotte & Zimmermann, Immigrant Labour and Workplace Safety
This Briefing Paper has been prepared by pjb Associates with funding from DG- Research. For more information about other Briefing Papers of the “New Perspectives for Learning” series visit http://www.pjb.co.uk/npl/index.htm or you may contact: pjb Associates pjb@pjb.co.uk, tel.: +44-1353-667973.
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