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ABSTRACT

Immigrants and Unemployment in the Euro*pean Community:
From the Eyes of Natives

This paper examines whether immigrants increase the likelihood of unemployment among
native-born workers in the European Union. Earlier papers measure the presence of
immigrants in the local labor market by computing the share of the foreigners in specific
regions. This paper, instead, utilizes a unique feature of the 1988 Eurobarometer, which
asks the native-born workers’ assessment of the number of immigrants in the local market.
By doing so, the association between unemployment of native-born workers in the European
Union and presence of immigrants in the local labor market is evaluated from the native-born
workers’ own perspective. The empirical results indicate that there is little, if any, association
between the presence of immigrants and unemployment among native-born workers.
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1. Introduction

“Immigrants stedl jobsfrom the native-born workers,” iscommon folklore. Thisbelief isoften
thought to be at the root of negative attitudes and hatred towards foreigners. Indeed, thisfolklore is
frequently resurrected and contributes to the increasingly bellicose attitudes of native-born workers
whenever alarge portion of native-born workers suffers from unemployment. s there any evidence
supporting this folklore? This paper examines whether immigrants increase the likelihood of
unemployment among native-born workersin the European Union. The paper sheds new light on this
question by taking advantage of a unique feature of Eurobarometer Survey data.

The number of foreigners in the European Union countries has risen sharply in recent years.
In fact, for the first time in many decades, the 1990's saw the share of the population change in the
European Union accounted for by net immigration exceed that of natura population growth (OECD
(2001, p. 33)). The increased immigration was not dways welcome, and has been associated with
increased anti-foreigner attitudes and actions in some countries. In Greet Britain, for example, the
number of racially motivated incidentsreported to the police grew from 4,383in 1988 to 7,793 in 1992
and 13,878in 1998.1 Inthe summer of 2001 this Stuation exploded when South AsSan immigrantsin
Britain rioted in the cities of Bradford, Oldham, Leeds and Burnley, in large part to protest growing
anti-immigrant attitudes and violence (see EUMC (2000) for incidents of other countries).

Economigts have long been interested in effects of immigration on employment of native-born
workers. They examinewhether the association of immigration and unemployment among native-born

workers can be established from both theoretica and empirica perspectives. Economic theory warns

! The number of incidents reported to the police grosdy underestimates the actua number of such
incidents since most remain unreported. In 1996, the British Crime Survey estimated that 143,000
offences againgt ethnic minorities (transgressons considered by thevictimto beracialy-motivated) hed
been committed the year before (Channel4 (2000)).
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us againg hadtily assuming that a flow of immigrants into an economy will raise the unemployment of
natives. It isonly in asmple, one-sector, rigid-wage modd where the labor market is homogeneous
that increased immigration will augment labor supply and thus raise unemployment.  The impact of
immigrants on employment is more complex than this.  Inricher and more redistic models, theimpact
of immigration on unemployment in any given labor market is ambiguous. For example, generd
equilibrium modding suggeststhat immigrants can be absorbed in the economy with little or no negative
impact on employment if the immigrants are employed in expanding, labor-intensive sectors of the
economy.? The effect of immigrants on native-born employment may vary according to the human
capitd endowments (for example, schooling and on-the-job experience) of the native-born. Itisquite
possible that immigrants may be subgtitutes for some native-born labor while complements to others.
If immigrants are complements to some non-immigrants, the foreign labor inflow increases the demand
for non-immigrants, thus raising rather than lowering their employment.®

Some economidts have tried to empiricaly verify the association between immigration and
unemployment of the native-born workers. Overal, the exigting evidence on theimpact of immigration
on European labor markets is inconclusive, often finding smal or no effects of immigration on
unemployment.* Other countries also show smal or no effect of migration on the likelihood of
employment of native workers. Using the1990 U.S. Census, Card (2001) finds that effects of the

immigrationinflowsin 1980sin the United States on nativesasawholeare very smal. Negative effects

2 See Card (1990) for empirica evidence on thisissue relating to the Marid immigrant flow.

3 For adiscussion of the issue of complementarity between immigrant and native-born workers, see
Gang and Rivera-Batiz (19944).

4 See the survey paper by Zimmermann (1995), as well asHunt (1992), DeNew and Zimmermann
(1994), Muhleisen and Zimmermann (1994), Pischke and Vdling (1997), Winter-Ebmer and
Zweimuller (1994), and Winkemann and Zimmermann (1993).
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of the immigration inflows on native-born employment can be found only for younger and less-
educated native workers and only in afew high-immigration cities. Studying the effects of immigration
on the unemployment rates in Audtradia over more than a century (1861-1991), Pope and Withers
(1993) find no evidence that immigration significantly increased unemployment. Gross (1998) aso
finds, usng the datafrom the province of British Columbiain Canada, in thelong-runimmigrant inflows
may creste more jobs than they occupy, though the effects of the inflows of immigrants on the
unemployment in the short-run may be negetive.

In short, economic theory and empirical evidence show little or no association between
immigrationand unemployment among native-born workers. Thisiscontradictory towhat folkloresays,
i.e., that immigration has a detrimentd effect on native-born workers employment. This paper cals
attentionto thefact that the presence of immigrantsin earlier sudiesismeasured by computing the share
of foreigners in specific regions based on Census-type survey data. Instead, this paper examines
whether the association between immigration and unemployment among native-born workers can be
found if the presence of foreigners in the local |abor market is assessed by the native-born workers
themsdlves.

For our anaysis, we utilize aunique feature of the Eurobarometer Survey, October/November
1988. This survey asks a question “are there many, afew or no people of another nationdity who live
inyour neighborhood?’. We usethe responseto this question as native-born workers' self-assessment

of the concentration of immigrantsin the loca labor market.® The response has an advantage in that

> One shortcoming is that the neighborhood and thelocal labor market may diverge. Sincethedata
does not have information where individuas work, our estimation may be biased. We assume that
respondents usually encompass their workplace as their neighborhood. For Germany, Gang and
Rivera-Batiz (1994b) performed the satistical analyss using the actua percentage of foreignersin the
region (Bundedaender) where the person lives instead of the variables from the response to the
question. No subgtantia difference in results were found.
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it represents native-born workers' perception and not the researcher’ sdiscretion asto the extent of the
local labor market and the concentration of foreigners. Computing the proportion of foreignersin the
local market using Census-type data, as done in other studies, faces the danger of defining too smdll
or too large anareaasthelocal |abor market. Sincein our datawhat congtitutesthelocal labor market
and the concentration of foreigners is determined by the native-born workers own assessments, our
measure of the presence of foreigners will be more rdevant in understanding why the unsophiticated
and sometimes bellicose folklore resonates for some European Union citizens.

It is unfortunate that the same question has never been asked again in the Eurobarometer
surveys. This prohibits us from studying the association before and after the fdl of the Berlin Wall in
1989. However, it is Hill interesting to study the association prior to the fal of the Berlin Wall and the
sea-change in palitical and economic relaions that accompanied and followed it. Our andysisisable
to provide abackdrop on which to view and interpret the changeswhich followed. 1f the concentration
of immigrantsin theloca labor market as assessed by the native-born workersthemselvesfailsto show
adetrimentd effect of immigration on native-born employment, then one must wonder whet lies at the
root of the immigrant—unemployment folklore and policies enacted in its wake.

In the next section we offer some background discussion on the Eurobarometer survey data
set utilized in this paper, and present mean characteristics. Section 3 examines the determinants of
likelihood of employment of native workers by utilizing probit andyss and tests various hypotheses
related to the effects of the concentration of foreignersin the neighborhood on the employment of native

workers. Section 4 concludes.

2. Data
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The analysis in this paper uses the October/ November 1988 Eurobarometer Survey. The
Eurobarometer surveys are carried out each year among citizens of Europe to examine attitudes
towardsavariety of issues. The surveysgiveriseto uniquedatasetsconssting of single cross-sections
of ageographicaly distributed random sample of households across Europe. The October/November
1988 survey was conducted among the 12 countries that were members of the European Union at that
time (seeReif and Melich (1991) for adetail ed description of the proceduresfollowed in each country).
I naddition to information on household economic and demographic behavior, the October/November
1988 Eurobarometer survey contains detailed questions on immigrants and foreigners, whether the
survey respondent was a citizen or not, and information on whether any immediate family member is
of foreign-origin, or not of foreign-origin.

The sub-sample of the population studied consists of European citizensin the labor force, 16 -
70 yearsof age, not of foreign origin, not saf-employed and not inthe military. 1naddition, respondents
who did not answer questions as to their nationality, occupation, age or gender were excluded. Our
fina sample sze of European Union citizensis 4,324.

Table 1 presents a summary of the sample means of the variablesused intheanaysis. Among
the 4,324 observations, 86 percent of them (3,737) were employed and the remaining 14 percent (587)
were unemployed. The data includes labor market rlevant human capita variables, education and
potentia labor market experience. Education is quantified by years of schooling, measured in the
survey by the age a which the person left school minus six. Potential [abor market experience is
measured by an individud's age minus the age a which he or she left school. Two dummy variables
are congtructed to incorporate demographic effects. Gender isequa to oneif the personismae, and

zero if femde. Head of household is equd to one if the person is a head of the household. Another
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vaidble is equd to the number of children less than 15 years old living in the household where the
respondent to the survey resides.

To quantify the presence of the foreignersin loca labor markets, we use the Eurobarometer
respondents sdlf-report of foreign presence, dicited in reponseto the question “ arethere many, afew
or no people of another nationdity who live in your neighborhood?’. In the empiricd andyss, two
dummy varigbles are utilized: thefirs dummy variableisequd to oneif the person responded thet there
were many foreigners in their neighborhood, and the second dummy varigble is equa to one if the
person sated that therewere afew foreignersin their neighborhood. Lessthan ahdf of the sample (44
percent) declared that there were no foreignersresiding in their neighborhood, while 46 percent stated
therewereafew foreignersin their neighborhood, and 10 percent said that therewere many foreigners.

Table 1 dso reports mean characteristics of sub-samples partitioned by employment status
(employed versus unemployed), educationa attainment (schooling of 12 yearsor moreversuslessthan
12 years) and age (older than 30 years versus 30 years or younger). According to t-tests, only
number of children aged less than 15, gender, and the variables reated to the existence of foreigners
inthe neighborhood are not sgnificantly different between the employed and the unemployed. For the
more-educated (12 years or more) versus less educated groups, only head of household is not
sgnificantly different from each other. For the age partition, in comparing younger (30 years or |ess)
and older groups, dl of the variables except no foreigner in a neighborhood are sgnificantly different

from each other.

3. Immigrants and Unemployment: Probit Analysisand Hypothesis Tests

This paper examines whether the existence of the immigrants has detrimentd effects on the
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employment rates of European Union citizens from the native-born workers own perspectives. In
measuring the degree of the exisience of immigrantsin the loca |abor market, the variables of the sdif-
reported concentration of foreigners (many, few, and no foreigners in the neighborhood) are used as
proxies. For our empirical study, a probit analyss is employed using a binary variable of being
employed as the dependent variable. The dependent variableis quaitative, equa to oneif the person
isemployed and zero if unemployed.

The probability of being employed is defined as Prob(Employed = 1) = F (X[3), where F isa
standard norma cumulative dengity function and X includes various exogenous variables including
potential experience and its square in tens, education, number of children aged less than 15, head of
household, mae, and dummy variables for the existence of foreigners in the neighborhood.

Table 2 presentstheresultsof the probit andysis. Thefirst column reportsthe probit estimates
for the entire European Community sample. The variablesreaed to human capital show the expected
sgns, schooling increasesthe probability of employment, while potentia |abor market experienceat first
(26.82 years or less) increases the likelihood of employment and afterward decreases the likelihood
of employment. Only household head significantly increasesthe probability of employment among other
variables not related to human capital.

The impact of the (perceived) presence of foreignersin loca labor markets on the probability
of employment may be measured from the estimates of the dummy variables associated with “many”
or “few” foreigners in the neighborhood. When the whole sample is used, the dummy variables
associated with “many” or “few” foreigners in the neighborhood are, respectively, negative and
positive, but neither is Sgnificant at 5 percent leve of sgnificance. Theseresults suggest that immigrant

presence in aloca labor market, regardless of the dengity of immigrant presence, is not sgnificantly
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associated with agreater or lesser likelihood of employment among native-born workersin that labor
market. Furthermore, we test the joint hypothesis of [3(many foreigners) = [¥few foreigners) = 0
employing a likelihood ratio test (for the likelihood ratio test, sse Amemiya (1985), section 4.5).
Another probit modd under the null hypothesisis estimated to caculate alikelihood ratio test Satidtic.
Thenull hypothes's cannot bergjected at 5 percent of sgnificancesincethelikelihood ratio test statistic
IS 2.766 (= 2* (1646.282-1644.899)) with two degrees of freedom, which means that the likelihood
of employment isnot increased or decreased with the presence of immigrantsin thelocal |abor market.
In order to test whether there are differentid effects of the presence of immigrantsin the local
labor market on less-educated citizens or on younger citizens, thelikelihood of employment isandyzed
for sub-groups partitioned by education (reported in columns 2 and 3 of Table 2), and by age (reported
inthelast two columnsof Table 2). When the sampleispartitioned by whether the repondent is under
or over 30 years, probit estimates of dummy variables associated with the presence of foreignersinthe
neighborhood are not sgnificant. Also ajoint hypothesis of [3(many foreigners) = [few foreigners)
= 0 cannot bergected at 5 percent of significance for both sub-groups. We dso partition the sample
according to educationd attainment; more educated workerswith 12 years or more schooling versus
less educated workerswith lessthan 12 years of schooling.  The effects of the presence of immigrants
intheloca labor market onthe employment of moreeducated native-bornworkersarenot significantly
detrimentd. However, asubgtantial presence of immigrantsin thelocd labor market (many foreigners
inthe neighborhood) significantly lowersthelikelihood of employment of the less-educated native-born
workers. A joint hypothesisof 3(many foreigners) =(3(few foreigners) = Oisaso rejected at 5 percent
of dgnificance for less educated group.
Probit andyss and hypothesistests are used to find whether the presence of immigrantsin the

locd market lowers the employment rate of the native-born workers in the European community
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countries.  The reaults of the andyssindicate that, consistent with those of previous papers based on
computed share of foreigners as ameasure of concentration of immigrants, the presence of immigrants
in the local labor market is not detrimenta to the native-born workers as a whole, but may have

negative effects on less educated native-born workers.

4. Conclusions

This paper answersthe question, “Isthe presence of immigrantsinaneghborhood detrimenta
to thelikelihood of employment of native-born workers’? Thefolklore, “immigrants sted jobsfrom the
native-born workers,” bluntly takes for granted the negative association between immigration and
unemployment among the native-bornworkers. Previousstudiesusethe proportion of foreignersinthe
region computed using Census-type surveys as the measure of the presence of foreigners. We push
the andyd's one step further by examining their presence from the native-born worker’ s perspective.
One would expect this to increase the effect of the presence of foreigners on unemployment.  Our
measure of immigrant presenceispossible thanksto aunique dataset, the Eurobarometer 1988, which
contains a question asking the native-born workers own assessment of the number of immigrantsin
their neighborhood. The response reflects not only anative-born worker’ s perception of concentration
of foreigners but aso the extent of their neighborhood, which is presumed to be closdy related to the
locd labor market. Though there may be adiscrepancy between anindividua’ s neighborhood and his
workplace, the question providesinvauableinformation on the presence of foreignersin thelocd labor
market from the assessment by native-born workers.

The resultsfrom the probit analysson who isemployed and whoisnot are quite cons stent with
other previous studiesusing computed concentration of immigrantsin theregionsbased on Census-type

data. Even with the native-born workers sdlf-assessment on the concentration of immigrants, the
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presence of foreigners in a neighborhood is not sgnificantly associated with a lower likelihood of
employment among European citizens in that neighborhood. The exception is that the presence of a
subgtantia proportion of foreignersin aneighborhood sgnificantly lowersthelikdihood of employment
among less educated native-born workers.

Great care, of course, iswarranted in interpreting these results. The finding that, in generd, the
presence of foreignersin a neighborhood is not associated with a lower likelihood of employment of
native-bornworkersinalocd labor market doesnot excludethe possibility that immigration haseffects
on the unemployment among native-born workers prevailing in other neighborhoods.  Indeed,
immigration into one local Iabor market may lead to unemployment in other labor markets, as native-
born workers emigrate from the labor market into which the immigrants are flowing. In this case,
empiricaly, one would not necessarily observe areas of concentration of foreigners being linked to
greater unemployment in those areas®

With this caution taken, the findings shed light on how to ded with the increasing negative
atitudes toward foreigners in European Union (see Gang, RiveraBatiz, and Yun (2001)). The
increased flow of migrants during the 1990's has generated fears in a Sgnificant portion of the public
and policymakers that immigrants are displacing native-born workers, i.e., causng unemployment
among the native-born workers.” It is believed that the less skilled native-born workers are more
vulnerable to increasing competition with immigrants. This has been accompanied by strong policy

measures oriented to restrict immigration to the European Union.

® SeeFiler (1992), White and Hunter (1993) and Card (2001) for thisissue and implications of the
results presented in this paper in the presence of internd migration among the native-born.

" Severd papersinvegtigating the effects of economic strain, as measured by high unemployment,
low wages, or employment structure, which might be caused by the increasing number of immigrants
in the labor market on anti-foreigners attitudes (Krueger and Pischke (1997), Dustmann and Preston
(2000, 2001), Bauer, Lofstrom and Zimmermann (2000), and Gang, Rivera-Batiz, and Y un (2001)).
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The findings in this paper show that the association between immigration and unemployment
among native-born workers, as suggested by folklore, cannot be strongly established even with using
the perception of the native-bornworkers on the concentration of foreignersin theloca labor market,
and on what the local labor market is. Indeed, studies on attitudes towards foreigners in European
Union countries generadly show that the unemployed do not have more negative attitudes towards
foreigners reative to the employed, though overdl the negative atitudes towards foreigners have
increased. This does not necessarily mean that economic strains caused by increasing immigration in
terms of high unemployment and stagnant earningsdo not play any roleinincreasingly negetive atitudes
toward foreigners. However, it may suggest that the association between economic strain (at leest as
increas ng unemployment) and negative attitudestowardsforeigners may not be the mgor reesonswhy
the anti-foreigner attitudes have increased. The folklore may be just a reflection of prgudice and
discrimination againg foreigners in the European Union countries. The findings in this paper strongly
suggest that prejudice and discrimination againgt foreignersin the European Union countriesare playing
subgtantid roles in increasing negative attitudes towards foreigners. European countries face amgjor
chdlenge in batling the ignorance and the socid environment that give rise to prgudice and

discrimination.
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Tablel. Sample Means

Employed Education Age
Vaiadle Whole
Sample Yes No 12 lessthan older than 30
Yearsor 12 30Years Yearsor
more Years less
Age 36.28 36.76* 33.26 35.09* 3745  43.76* 24.54

(1190) (11.71) (1269 (1110) (1253) (897)  (347)

Potential 1861  19.01* 1608 1496 2220 2619  6.72
exparience  (1252) (1229) (1363) (10.94) (1293) (9.95)  (3.97)

Education 1167 1174+ 1117 1413 925 1157+ 1182
(years) (283) (285  (266) (L67) (115 (3020 (251

No. of 0.71 0.72 0.66 0.65* 076  0.81* 0.55
children<15 (1.01)  (100)  (L08)  (0.97) (105 (L07)  (0.89)

Head of 0.62 063  0.50 0.61 062 074 042
housshold (049)  (0.48) (050) (0.49)  (049) (0.44)  (0.49)

Gender 0.60 0.61 0.58 0.58* 062  0.64* 0.55
(Mde=1)  (0.49) (0.49) (0.49) (0.49)  (0.48) (0.48)  (0.50)

Many 0.10 0.09 0.11 0.11* 0.08 0.09* 0.11
foreignersin (0.29) (0.29) (0.32) (0.32) (0.26) (0.28) (0.31)
neighborhood

Few 0.46 0.47 0.43 0.50* 0.43 0.48* 0.44
foreignersin (0.50) (0.50) (0.50) (0.50) (0.50) (0.50) (0.50)
neighborhood

No foreigners  0.44 0.44 0.46 0.39* 0.49 0.44 0.45

in (0.50) (0.50) (0.50) (0.49) (0.50) (0.50) (0.50)

neighborhood

Employed 0.86 0.88* 0.85 0.90* 0.82
(0.34) (0.32) (0.36) (0.32) (0.39)

Number of 4324 3737 587 2142 2182 2641 1683

cases

Standard deviations are reported in parentheses.
* meansthat the null hypothesis of equa means between comparison groupsis regjected at the
5% leve of sgnificance.

Source: Authors calculations from the Eurobarometer data (Reif and Mdich (1991)).



Table 2. Probit Results on Probability of Being Employed

Vaiable

Congtant

Potential experience

Potentia experience?/10

Education (years)

No. of children< 15

Head of household

Gender (Mde=1)

Many foreignersin
neighborhood

Few foreignersin
neighborhood

Logikelihood

Log-likelihood when
[¥Many foreigners) =
[}Few foreigners) =0

LR test:
[¥Many foreigners) =
[}Few foreigners) =0

Dependent Variable: Employed = 1; Unemployed = 0.

Whole
Sample

-0.182
(0.142)

0.059*
(0.007)

-0.011*
(0.002)

0.062*
(0.010)

-0.006
(0.026)

0.158*
(0.062)

-0.058
(0.057)

-0.130
(0.085)

0.009
(0.052)

-1644.899
-1646.282

2.766

Education

12 Years less than
or more 12 Years
-0.070 0.153
(0.324) (0.341)
0.071* 0.044*
(0.011) (0.011)
-0.014* -0.008*
(0.003) (0.002)
0.042 0.049
(0.023) (0.032)
0.033 -0.030
(0.042) (0.033)
0.377* -0.005
(0.090) (0.088)
-0.094 -0.035
(0.083) (0.080)
0.017 -0.285*
(0.126) (0.119)
-0.082 0.086
(0.080) (0.070)
-705.963  -923.437
-706.630  -928.090
1.334 9.306*

* means datidicaly sgnificant a the 5% levd.
Standard errors are reported in parentheses.

Source: Authors calculations from the Eurobarometer data (Reif and Mdich (1991)).

older than
30 Years

-0.083
(0.354)

0.039*
(0.019)

-0.006*
(0.003)

0.084*
(0.014)

0.032
(0.034)

-0.106
(0.101)

0.008
(0.090)

-0.206
(0.121)

-0.114
(0.0712)

-858.780
-860.825

4.090

Age

30 Years
or less

-0.137
(0.262)

0.107*
(0.031)

-0.037
(0.021)

0.037*
(0.018)

-0.058
(0.041)

0.364*
(0.087)

-0.055
(0.077)

-0.081
(0.121)

0.148
(0.078)

-766.424
-769.122

5.396
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