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ABSTRACT

Immigration Policy, Assimilation of Immigrants and Natives'
Sentiments towards Immigrants: Evidence
from 12 OECD-Countries”

As in the U.S. and Canada, migration is a controversial issue in Europe. This paper explores the
possibility that immigration policy may affect the labor market assimilation of immigrants and
hence natives’ sentiments towards immigrants. It first reviews the assimilation literature in
economics and the policy approaches taken in Europe and among the traditional immigration
countries. Second, a new analysis of individual data from the OECD countries studies
sentiments concerning immigration and the determinants of these sentiments is presented.
Natives in countries that receive predominantly refugee migrants are relatively more concerned
with immigrations impact on social issues such as crime than on the employment effects.
Natives in countries with mostly economic migrants are relatively more concerned about loosing
jobs to immigrants. However, the results also suggest that natives may view immigration more
favorably if immigrants are selected according to the needs of the labor markets. Possible
benefits of such a policy are that it may moderate social tensions in regards to migration and
contribute to a better economic performance of the respective countries.
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I. Introduction

Immigration policies vary greatly across countries, both historically and currently, and are
often at the center of public debate. For example, in May 2000 the German government
introduced a so-called green card for Non-EU IT-specialists to meet the excess demand for
IT-specialists in Germany and to ensure the development and competitiveness of the German
information sector. The introduction of this green card represents a dramatic change of
German immigration policy, which concentrated so far on the regulation of the immigration
of ethnic Germans from Eastern Europe, family migrants and asylum seekers. Similarly, U.S.
senators Orin Hatch and Spencer Abraham recently introduced a bill that would increase the
number of H-1B visas, six-year temporary visas granted to foreigners with college degrees,
from 115,000 to 195,000 for the next three years. This is also an example of a proposed
change in immigration policy. U.S. immigration policy has in the past primarily focused on
regulating permanent immigration. Although the proposed change in the U.S. is in regards to
temporary migration, it is likely to have an impact on a more long-term basis. Other countries,
like Germany, have attempted to promote temporary immigration to meet current labor
demands just to find that these migrants to a large extent settle permanently.

Generally, an immigration policy is designed to give preference to certain groups. For
example, U.S. immigration laws give priority to individuals whose family members already
reside there. Canada has implemented a point system that favors individuals with certain
characteristics reflecting labor market demands. Although there is free movement of people
within the European Union, laws differ across member countries in entry requirements for
citizens of non-member countries. In Germany, preference is given to ethnic Germans.
Sweden places no restriction on migration from the Nordic countries, including non-EU-
member Norway, and allocates entry visas generously to asylum seekers and refugees.

The choice of immigration policy affects the growth and performance of an economy,
the characteristics of the immigrants a country receives, as well as the perception of
immigrants by the native born population. If a policy stressing labor market demands is
implemented, it is also quite likely that the immigrants will perform relatively well in the
labor market and hence assimilate rather rapidly and contribute to the growth and the
performance of the economy. If humanitarian criteria are used in determining entry into the
country, i.e. by concentrating on refugees, success in the labor market may be harder to come
by for these immigrants, since their skills may be less transferable. Here, the difference in

human capital between immigrants and natives is likely to be greater. Hence, assimilation



may be less likely to take place and the costs of integrating these migrants into the society and
the labor market might be high.

This also means that the immigration policy indirectly determines who gains and who
loses from immigration. Assuming that factor quantities are determined exogenously,
economic theory tells us that groups of natives who are gross substitutes to immigrants will
suffer and groups of natives who are gross complements will benefit from immigration.* For
example, it may be argued that low skilled immigration is likely to benefit native high skilled
workers, while high skilled migration may benefit native low-skilled workers. As long as
migrants bring no capital with them, native capital owners will gain from migration. It should
then be no surprise that sentiments towards immigrants are likely to depend on education or
skill levels.

In the following section we describe the different immigration policies of the main
receiving countries by differentiating between the traditional immigration countries
(Australia, Canada, New Zealand and the U.S.), immigration countries with either post-
colonial immigration or active recruitment (Austria, Germany, the Netherlands, Sweden,
Norway and the UK) and the new immigration countries (Italy, Ireland and Spain). In Section
I11 we provide a brief discussion of the theory of immigrant assimilation. This section further
surveys the existing empirical evidence on the effects of immigration policy on the labor
market assimilation of immigrants and the evidence on immigrant assimilation in Europe. We
complement this literature research with an own original analysis using an alternative measure
of assimilation, using data on sentiments concerning migrants. It may be argued that if
immigrants assimilate, or do well in the labor market, natives’ attitudes will be more
favorable towards immigrants. The effects of immigration policy on natives' sentiments using

individual data from 12 OECD countries are analyzed in Section IV. Section V concludes.

Il. Immigration Policy

Past immigration policies has led to different compositions of, and attitudes towards,
immigrants. In general, three types of immigration countries can be differentiated. For the
traditional immigration countries (Australia, Canada, New Zealand and the United States)
immigration was essential for the founding and the development of these countries. In
addition, they are unique compared to the other types of immigration countries in that they
still encourage immigration for permanent settlement on a significant scale. The second type

of immigration countries are European countries with either post-colonial immigration,



(predominantly the United Kingdom, France and the Netherlands) or active labor recruitment,
often seen as temporary migration (for example Austria, Germany and Sweden). Immigration
in Europe became important after World War 1l while the traditional immigration countries
displayed large inflows of migrants in the 19™ century. Different from the traditional
immigration countries, mass immigration in Europe occurred when these countries were
already economically developed nations. Finally, some European countries just recently
transformed from emigration to immigration countries (e.g. Ireland, Italy and Spain). Apart
from return migration, these countries do not have a long experience with the inflow of
foreign workers and are just developing immigration policies. In what follows, we will briefly
describe the differences in the migration policy between and within the three types of

immigration countries.

Traditional Immigration Countries

The traditional immigration countries Australia, Canada, New Zealand and the United States
have had explicit immigration policies throughout the century. Australia, Canada and New
Zealand have a similar history of immigration and maintain roughly similar immigration
policies.? In all three countries immigration was mainly subject to a list of preferred source
countries, which consisted mainly of the UK, Western Europe and North America. Over time,
these countries changed their policy away from the preference for specific countries towards a
selection of immigrants based on their labor market characteristics. Contrary to the other
traditional immigration countries’ policy, the US immigration policy stresses family re-
unification and not labor market skills. As mentioned in the introduction, one exception is the
group of foreign workers who enter on the temporary H-1B visas. Next, we will illustrate
differences in historical and current immigration policies across countries.

Prior to the 1920s, immigration into the United States was relatively unrestricted.
However, by the 1920s the US implemented a policy using national origin to determine who
was to be given an entry visa or not. The 1965 Amendments to the Immigration and
Nationality Act repealed the national origin restrictions and made family re-unification the
main criterion in deciding who is allowed to immigrate to the US. The policy favoring family
re-unification is still in place in the U.S., although visas are currently also allocated based on
employment preferences. However, the visas granted due to employment preferences remain a

small share of all visas granted. According to the Immigration and Naturalization Service’s

! Greenwood and McDowell (1986) and Friedberg and Hunt (1995) survey the literature on the labor

market effects of immigration.



Annual Report in 1998, 11.7 percent of the immigrants admitted into the US were in the
category of employment-based preferences.

In 1967 Canada adopted a point system to allow the selection of immigrants on the
basis of their ability to meet Canadian labor market needs. The recent Canadian immigration
policy is based on three main objectives: social, humanitarian and economic.® Following these
objectives, immigrants are essentially grouped into three broad admission classes: (i) the
family class (spouses, fiancées, dependent children, parents and grandparents who will not
enter the labor market) which corresponds to the social stream of immigration; (ii) refugees
which corresponds to the humanitarian immigration stream; and (iii) independent migrants
which corresponds to the economic stream. Economic migrants could be further grouped into
three classes: business migrants, independent migrants and assisted relatives, where the latter
two types have to go through a point system which helps to select the migrants according to
skills needed in the Canadian labor market. Over time, however, the number of immigrants
screened via the point system decreased from over 70 percent before 1976 to below 30
percent in the period from 1975-1982 and further to 14 percent of the total flow in the mid
1980s. This trend appears to have been reversed in the 1990s. For example, in 1995 48
percent of the immigrants in Canada either immigrated as skilled workers or as business
immigrants.

The history of the immigration policy in New Zealand is similar to Canada
(Winkelmann, 1999). Even though New Zealand had several specific immigration programs
promoting the immigration of workers with specific skills and occupations in high demand,
immigration was mainly restricted to persons from specific source countries (especially
Britain and Ireland). In 1991 New Zealand introduced a point system similar to the one in
Canada. In contrast to Canada and Australia, however, the majority of immigrants (61 percent
in 1996) in New Zealand are subject to the selection through the point system. In 1995, 75
percent of all migrants to New Zealand entered through the economic category.

Immigration in Europe

Post World War Il can be divided into four phases of immigration into Europe: i) periods of
post-war adjustment and de-colonization, ii) labor migration, iii) restrained migration, and iv)
dissolution of socialism and afterwards (Schmidt and Zimmermann, 1992; Zimmermann,

1995). The first period covers the years between 1945 and the early 1960s. In this period

Winkelmann (1999) provides a survey of the migration policy in New Zealand and Devoretz and Laryea
(1999) for Canada. A short description of the Australian point system is given by Miller (1999).
See DeVoretz and Laryea (1999) for a survey of the Canadian immigration policy.
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Germany experienced an inflow of about 20 million people displaced by the war. Great
Britain, France, Belgium and the Netherlands were affected by return migration from
European colonists and the inflow of workers from former overseas territories. The
Netherlands, for example, experienced an inflow of about 70,000 immigrants from Indonesia
in 1946, followed by a second wave of additional 60,000 immigrants in 1950 when Indonesia
became independent (van Ours and Veenman, 1999).

Strong economic growth and the resulting labor shortages in the second half of the
1950s and the 1960s induced some European countries to open their countries for
immigration. Some of the countries even established an active recruitment policy. Germany,
for example introduced a guest worker system by means of a series of treaties with Italy,
Spain, Greece, Turkey, Morocco, Portugal, Tunisia and Yugoslavia. Similar to Germany,
Austria, the Netherlands and Sweden actively recruited unskilled workers from Southern
European countries.* Net immigration to the north from the Mediterranean countries in the
period from 1955-1973 amounted to about 5 million migrants (Zimmermann, 1995).

In the face of increasing social tensions and the fear of recessions after the first oil
price shock, the period of active recruitment stopped in all of Europe. After 1973,
immigration policy in the guest worker/labor recruitment countries became more restrictive.
Although the guest worker program was designed for temporary migration, return migration
was difficult to induce (Dustmann, 1996). Furthermore, the guest worker countries continued
to allow entry of family members of former immigrants. Hence, immigration in the period
from 1974-1988 was largely determined by family reunification.

Since 1988, immigration to Western Europe has been dominated by east-west
migration and the inflow of asylum seekers and refugees. Large parts of the East-West
migration were ethnic Germans, who migrated to Germany (Bauer et al., 1999). According to
estimates of the United Nations High Commissioner for Refugees, the total number of asylum
seekers and refugees in Europe in 1987 was about 190,000 but increased to 700,000 by 1992.
Whereas in the 1970s and 1980s asylum seekers originated mainly in Africa and Asia, the
inflow of asylum seekers and refugees from European countries increased significantly in the
1990s. This development resulted mainly from the political confusion in the former socialist
states in Eastern Europe induced by the fall of the iron curtain, the war in the former
Yugoslavia and the clashes between Turks and Kurds in the southeast of Turkey.

Around 1992 some European countries made the immigration of asylum seekers and

refugees more restrictive. Germany, for example, changed the respective article in the



constitution to reduce the inflow of asylum seekers. This alteration allowed for sending back
asylum seekers arriving from member states of the European Union or other countries, which
are defined to be "safe" by law. Following the changes in asylum policy, the inflow of asylum
seekers and refugees to several European countries dropped significantly after 1992. In 1995,
“only” about 300,000 asylum seekers migrated to Europe. Note that much of the decrease in
the number of asylum seekers and refugees was due to the end of the war in former
Yugoslavia. There has also been a recent decrease in the number of asylum seekers in the UK
attributed to restrictions in welfare benefit to this group (SOPEMI, 1999). It should also be
noted that most European countries did not further restrict their refugee and asylum policies at
this time. Notably, Sweden, Denmark, the Netherlands and Switzerland continue to accept
relatively large number of refugees.

Different to most other European countries, immigration policy in the UK has been
determined largely by relations with Commonwealth countries. A guest worker policy such as
in Germany, Austria and the Netherlands was not in place (Hatton and Wheatley Price, 1999).
Based on the British Nationality Act of 1948, immigration to the UK was restricted to citizens
of the states in the Commonwealth, which had the right to enter to UK without hindrance. In
the next 2 decades this open immigration policy towards states in the Commonwealth became
successively more progressive in order to reduce the immigration of non-whites from the New
Commonwealth and Pakistan. However, because of family reunification, the inflow of

migrants from the New Commonwealth and Pakistan continued.

New Immigration countries

The so-called new immigration countries, for example Ireland, Italy and Spain, have
historically been emigration countries.> These countries experienced a first positive net
immigration after the Northern European countries stopped recruitment in the first half of the
1970s. This took place 1971 in Ireland, 1972 in Italy and 1975 in Spain. In Italy and Spain the
net inflow was mainly due to natives returning from the Northern European countries. In
Ireland the positive net inflow also consisted of natives returning from former immigration
countries, but differently from Spain and Italy, the return migration was largely due to pull
factors, i.e. strong economic growth in Ireland. Since the late 1980s, these countries have
again experienced a net inflow. Differently from the situation in the 1970s, a significant
number of the immigrants in 1990s are non-nationals and, particularly in Italy and Spain, a

4 See van Ours and Veenman (1999) for a description of the migration experience and immigration policy

of the Netherlands, and Bengtsson and Lundh (1999) for Sweden.



large share comes from outside the European Union. In 1994, for example, Italy (Spain)
experienced an inflow of 99,105 (34,123) persons, of which 46.8% (45.6%) were natives,
6.8% (17.0%) came from other EU-countries, and 46.4% (37.4%) from non-EU-countries. In
Ireland, 55% were Irish return migrants, 32% of the migrants came from other EU-countries
and 23.2% from non-EU-countries (Eurostat, 1997). In Italy and Spain the non-EU-migrants
mainly came from Central and Eastern Europe, Africa and Latin America. In Ireland the main
part of the foreign population consists of migrants from the UK, India and Pakistan. However,
recently the number of immigrants from other countries such as Australia, Malaysia, and
South Africa has increased (SOPEMI, 1999).

Since immigration of non-nationals is rather new for these countries, institutional
mechanisms to monitor or regulate immigration are nearly absent. Immigration policy was
mainly driven from outside, i.e. by the influence of other EU countries to regulate
immigration, in particular the inflow of asylum seekers. In general, the immigration policy in
Italy and Spain has been directed towards the organization of legal entry, the prevention of
further illegal immigration and the legalization of illegal workers already residing in these
countries (see Freeman, 1995). Recent policy changes in these countries indicate that they will
further follow this strategy (SOPEMI, 1999). In Ireland, recent policy changes have been
mainly concerned with regulating the increasing inflow of asylum seekers and to make the
asylum procedures more transparent. The basic legal framework under which foreigners can
enter and work in Ireland is still based on the 1935 Aliens Act and the successive ministerial
orders appended to it (SOPEMI, 1999).

Immigration Policy and Immigrant Composition

An important question is whether different immigration policies lead to a different
composition of the migrants. Table 1 shows some stylized facts on the immigration
experience and the composition of immigrants for the period from 1991 to 1995 for 12 OECD
countries. One should mention that these numbers should be interpreted very carefully. First,
the definition of immigration varies between countries. Traditional immigration countries
generally differentiate between foreign-born and native-born individuals. Some European
countries do not grant citizenship to anyone born in the country, nor do they readily provide
passports to immigrants. Therefore, European statistics differentiate between foreigners and
citizens. This means that immigrants who are labeled second- and third-generation

immigrants in the U.S. may be reported as immigrants in the European statistics.

> See Barrett (1999) for an overview of the Irish migration experience and Bover and Vellila (1999) for
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Differentiating immigrants and natives by nationality is also a problem in countries that have
received many naturalized migrants (like France and United Kingdom) or that have given
entry to large groups of people who are by definition citizens, such as ethnic Germans.
Secondly, receiving countries differ in whether they allow asylum seekers and refugees to
work, which in turn might influence labor market statistics. In Sweden, for example, asylum
seekers are generally allowed to work, which is not the case in Germany. Third, official
statistics generally do not capture illegal migrants, which is especially a problem in the U.S,,
Italy and Spain.

Table 1 shows that in Canada and New Zealand around 17 percent of the population
are immigrants. In the U.S., Germany and Austria the share of immigrants in the population is
around 9 percent. As expected, the new immigration countries, Ireland, Italy and Spain, have
the lowest immigrant shares among all countries depicted in Table 1. From 1991 to 1995,
Germany, Austria and Spain experienced the highest increase in the share of the foreign
population, followed by the US, Canada and Italy. Note however that the increase in the share
of foreigners in the European countries might partially be due to an increased number of
second and third generation immigrants. This may be the case if immigrants have higher
birthrates than natives. Column (4) of Table 1 shows that asylum seekers accounted for 61.5
percent of all immigrants in Sweden. Around one-third of all migrants to Spain and the
Netherlands and one-fourth of all migrants to Germany, Norway and the United Kingdom
were asylum seekers in the period 1991 to 1995. Compared to the European immigration
countries, the traditional immigration countries Canada, New Zealand and the US have a
considerable lower share of asylum seekers.

Some indicators of the labor market attachment of immigrants are given in columns
(5) to (7) of Table 1. Column (5) shows the proportion of the immigrant share in the labor
force to the immigrant share in the population. Column (5) is simply derived by dividing the
proportion of foreigners in the labor force, Column (4), by the proportion of the foreign
population, Column (1), by country. This gives us an indication whether immigrants are more
or less likely to be in the labor force, compared to natives. Table 1 suggests, that those
countries with the highest share of asylum seekers (Sweden, Norway, Spain and the
Netherlands) display the highest proportion of immigrants who do not participate in the labor

market. Canada and the US receive mainly labor migrants, as does Ireland, and

Spain.



correspondingly have ratios greater than 1. The negative relationship between labor force
participation and the inflow of asylum seekers is not statistically significant.®

In column (6) and (7) of Table 1 we compare the labor market participation rates and
the unemployment rates of male foreigners to those of male natives. Column (6) shows that in
the new immigration countries and in Austria the labor force participation of foreigners is
higher than that of natives. The ratio of foreign and native labor force participation is lowest
in the Netherlands and in Sweden, which again might be the result of the high inflow of
asylum seekers. Column (7) contains the ratio of the unemployment rate of immigrants to the
unemployment rate of natives. Of the countries we could obtain data for, Spain has the lowest
ratio. It should be noted that Spain is also the country with the highest unemployment rate
among all countries considered. In the traditional immigration countries, the unemployment
rate of immigrants is only slightly higher than that of natives. Immigrants have a much higher
probability to be unemployed than natives in all other countries, particularly in the
Netherlands and Sweden. Figure 1, which shows the share of foreigners of total
unemployment relative to their share in the labor force, provides a similar picture. Roughly
speaking, foreigners in the Netherlands are three times more likely to be unemployed than
natives. In Sweden, immigrants are 2.5 times more likely than natives to be unemployed. In
the traditional immigration countries the discrepancy between the unemployment rates of
immigrants and natives is considerably lower than those observed in Europe.

Overall, Table 1 indicates two patterns: First, immigration policy has an influence not
only on the size but also on the composition of immigrants. The traditional immigration
countries and the new immigration countries, Ireland and Italy, receive a higher share of labor
migrants than the other countries. Second, compared to natives, immigrants perform relatively
well in the labor market of the traditional immigration countries. These numbers, however,
give only a rough indication of the effects of immigration policies on the composition and the
labor market success of immigrants. In the following section we will survey the available
empirical studies on the interaction of immigration policy and the labor market success of
immigrants and the existing assimilation studies in the respective countries to gain further
insights. It should be pointed out that the impact of a particular immigration policy on the
composition of immigrants will not only depend on the policy itself, i.e. the demand side, but
also on the supply of immigrants, or the desire of foreign born individuals to migrate. The
effect of a specific policy will for that reason be clouded and the effects of the policy itself on

A simple OLS-regression of column (5) of Table 1 on a constant and the proportion of asylum seekers
results in a coefficient of the latter of -0.325 with a standard error of 0.289.
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assimilation is difficult to identify. However, we will make an attempt to draw parallels

between immigration policy and labor market assimilation in the next section.

I11. Immigration Policy and Assimilation

A general presumption is that immigrants who are selected according to their skills are more
likely to be successful in the labor market of the receiving country, and to assimilate relatively
more rapidly, as compared to chain migrants or refugees, into the new economic environment.
The immigration policy in Australia, Canada and New Zealand is a good reflection of this
conjecture. Furthermore, additional countries are adapting competency criteria to decide on
foreigners’ application for entry. In Norway, for example, the immigration and work permits
are mainly issued to high skilled workers or workers with specific skills (SOPEMI, 1999).
This does not apply to Nordic citizens who are given unrestricted access to each other’s labor

markets.

The Economic Theory of Assimilation
The presumption that immigrants who are selected according to their skills are more likely to
assimilate or reach earnings parity with natives, is supported by economic theory. The
predominant theoretical framework of immigrant adjustment in the labor market of the
receiving country is based on the international transferability of human capital.” According to
this model, the stock of an immigrant's human capital obtained in the country of origin may
not be fully transferable to the requirements of the host country's labor market. There is an
expected negative relationship between the transferability of human capital and the initial
upon arrival immigrant-native earnings gap. The lower the international transferability of
human capital, the higher is the earnings disadvantage of the immigrants at the time of
migration. With increasing time of residence in the host country, migrants invest in country-
specific human capital of the receiving country and adapt their stock of human capital
acquired in the country of origin. Therefore, the human capital stock of immigrants grows
relative to the human capital stock of natives, and immigrants' earnings approach but may not
reach those of similar natives.®

The extent of human capital transferability between two countries depends on the type

of skills of the individual, the similarity of the sending and receiving country with regards to

! See Chiswick (1978, 1986). Duleep and Regets (1997) provide a formal model. Based on this
framework, a huge literature on the earnings assimilation of immigrants has been developed. See Borjas
(1994) for an overview. Zimmermann (1994) surveys the European literature.

A debate within the economics of immigration literature is whether immigrant wages reach parity, or
even overtake, the wages of similar natives. (For a survey of this literature, see Borjas, 1994).

9



language, culture, labor market structure and institutional settings, and the migration motive.
The higher the content of home-country specific human capital the lower is the transferability
of this human capital stock to the requirements of the receiving country. A physician from
Russia, for example, can more easily transfer his human capital to the requirements in
Sweden, whereas the knowledge of a Russian lawyer might be not rewarded at all. The more
similar two countries are with regard to language and the stage of economic development, the
lower will be the initial earnings disadvantage of the immigrants compared to natives.

An important determinant of the transferability of human capital can be found in the
migration motive. Here, we can simply distinguish between an economic and non-economic
motivation. The decision of economic migrants to move to another country can be modeled as
an income maximization problem, i.e. a person decides to move if the discounted future
expected income differential between the receiving and the home country is higher than the
costs of migration.® Economic migrants plan their movement and may have invested in the
transferability of their stock of human capital and in the country-specific human capital of the
receiving country in advance. Non-economic migrants, such as asylum seekers and refugees,
do not migrate because of economic reasons. Rather, they migrate because of the political
situation in their home country. It is reasonable to assume that these migrants do not typically
plan migration and therefore do not invest in the transferability of their stock of human capital
or in the country-specific human capital of the receiving country in advance. Hence, asylum
seekers and refugees are likely to exhibit greater earnings disadvantages than economic
migrants when compared to natives.

Immigrants may invest less in the country-specific human capital of the receiving
country the older they are at the time of immigration, since the remaining working life to
collect the returns from these investments is shorter. Similarly, temporary migrants will have
lower incentives to make human capital investments in the receiving country than permanent
immigrants, since their expected life-time returns to these investments are lower due to the
shorter planned duration of residence (Dustmann, 1993). Hence, it can be expected that
temporary migrants have lower earnings assimilation rates than permanent migrants. Further
determinants of low human capital investments in the receiving country are ethnic enclaves.
If, for example, immigrants can work for employers of the same ethnic origin and can shop in
stores where employees speak their language, there are fewer incentives to assimilate to the
society of the receiving country. The larger the ethnic enclaves in the receiving country, the

See Bauer and Zimmermann (1998) for a survey of the theoretical and empirical literature on
international migration.
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lower are the returns to investments in the country specific human capital and the lower the
assimilation to natives (Borjas, 2000).

To summarize, the economic theory of immigrant assimilation into the host country
labor market predicts that assimilation is influenced by the characteristics of the home
country, the migration motive and the expected migration duration. The more similar sending
and receiving countries are concerning their economic development, the faster the
assimilation. Individuals who migrate because of economic reasons and permanent migrants

are expected to assimilate faster than non-economic and temporary migrants.

Empirical Evidence on the Interaction between Immigration Policy and Assimilation

Support for the theoretical predictions of the theory of skill transferability can be found in
empirical studies in the economics of immigration. The characteristics of the home country of
an immigrant are consistently found to be important determinants of immigrants' earnings
relative to natives, even after controlling for the socio-economic characteristics of the migrant
such as age, education and time in the receiving country. Borjas (1987), using U.S. data, finds
that differences in the earnings of statistically similar immigrants from different sending
countries can be explained by variations in the political and economic conditions of the
country of origin, the income distribution of the country of origin relative to the U.S., and
home country GNP. Jasso and Rosenzweig (1986) show that the significant effects of
country-of-origin dummies disappear as soon as characteristics of the home country, such as
GNP, literacy rate, distance, English language, the presence of US military bases are
controlled for. Duleep and Regets (1994) also find significant differences in the earnings of
immigrants from different source countries. According to their results, however, these
differences disappear with time of residence in the U.S.. These studies consistently find that
immigrants from English-speaking countries perform better than immigrants from non-
English-speaking countries in the U.S..

There are only a few empirical studies analyzing the interaction between immigration
policy and the quality and the speed of adjustment of immigrants. Existing studies on this
issue follow two different strategies. The first group compares immigrants in the U.S., where
the focus of the immigration policy is mainly on family reunification, with immigrants in
Canada, where migrants are selected according to their skills. The second group investigates
the difference in the skills and the wages of individuals entering the new country on different

admission criteria.
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Borjas (1993) and Duleep and Regets (1992) compare the Canadian point system with
the immigration policy of the United States. Borjas (1993) shows that the average Canadian
immigrant has about one more year of schooling than the average immigrant in the United
States. He also shows that the immigrant-native wage gap is substantially lower in Canada.
However, a comparison of the skills of specific national-origin groups in the two countries
shows that the skills of immigrants for a given national origin group are not different. From
this observation Borjas (1993) concludes that the Canadian point system does not help to
select more skilled migrants from a given sending country. Rather, the difference in the
success and quality of immigrants in the two countries can be explained with the relative
favorable national-origin mix of Canadian migrants. Using two cross-section data sets from
Canada and the United States, Duleep and Regets (1992) corroborate the results of Borjas
(1993) and conclude that immigrants in both countries are similar in terms of education and
wages within source countries.

Wright and Maxim (1993) use wage differences between migrants and comparable
natives at the time of immigration as an indicator for immigrant quality and investigate the
impact of the change in the Canadian immigration policy in the 1960s. The analysis of Wright
and Maxim (1993) suggests that the change in the immigration policy resulted in a secular
decline in the quality of migrants. Similar to Wright and Maxim (1993), Green and Green
(1995) show that relative to immigrants who had to pass the point system, family migrants
and refugees are concentrated in less skilled occupations. Two explanations are put forward to
explain the quality decline. First, the policy change led to a change in the immigrant country-
of-origin mix. More specifically, there was an increase of migrants from less developed
countries and a decrease in the number of migrants from developed countries. Second, over
time the share of migrants who have to go through the point system decreased and the share of
refugee and chain migrants increased.

A criticism of the analysis of Wright and Maxim (1993) is the choice of earnings
differentials between natives and immigrants as the only quality indicator. Investigating both,
the earnings gap between natives and immigrants at the time of immigration and the earnings
assimilation of Canadian immigrants, using data from the 1971, 1981 and 1986 Canadian
census, Baker and Benjamin (1994) find that initial relative earnings of Canadian immigrants
are falling across successive cohorts and that the rates of assimilation to the earnings of
natives are small for all cohorts. Similar to Baker and Benjamin (1994), Bloom, Grenier and

Gunderson (1995) find deterioration in the quality of migrants. They show, however, that
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recent arrival cohorts show slower assimilation rates.*® Bloom, Grenier and Gunderson (1995)
recognize that discrimination and the recession in the early 1980s may partially explain this
but state that the decline in quality is also due to the change in the Canadian immigration
policy

Borjas (1992, 1994) shows that changes in the U.S. immigration policy in 1965 led to
major changes in the country-of-origin mix of the immigration flows. The change in the
composition of immigrants can explain the recent decline in the skills and the relative wages
of successive immigration cohorts. Borjas (1992) concludes that over 90 percent of the
decline in the skills and the relative wages of recent immigration cohorts can be explained by
the altering source-country-mix. Winkelmann (1999) obtains similar results for New Zealand.
Changes in the immigration policy of New Zealand in the 1960s and 1970s, away from a
country-of-origin principle towards a skill based selection, led to an increase of the share of
Asian immigrants of all employed migrants from 13 percent in 1981 to 27 percent in 1996. At
the same time, a decline in the relative wages of recent arrival cohorts can be observed.
Winkelmann (1999) calculates that about 80 percent of this decline can be explained by
changes in the country-of-origin composition of immigrants. This study further shows that
immigrants with an English language background show a lower earnings disadvantage than
immigrants with no English language background. The latter, however, assimilate faster to the
earnings of natives.

Jasso and Rosenzweig (1995), Barrett (1998) and Duleep and Regets (1996) compared
immigrants in the U.S. who migrated under different admission criteria.** Using longitudinal
data on the 1977 U.S. arriving cohort, Jasso and Rosenzweig (1995) show that at the time of
immigration those migrants admitted on skill-based reasons are more skilled than those
admitted under family reunification. Evidence is found that those admitted on skill-based
reason experience downward mobility and those admitted because of family reasons face
upward mobility. Hence, the difference between the two groups of migrants becomes
significantly smaller with the time of residence in the US. Duleep and Regets (1996) confirm
the results of Jasso and Rosenzweig (1995). Using a matched Immigration and Naturalization
Service (INS) - Social Security Administration (SSA) data set, Duleep and Regets (1996) find
that immigrants admitted on the basis of kinship into the U.S. earn substantially less at the
time of immigration than immigrants admitted primarily on the basis of their occupational
skills. The former migrants, however, experience a faster wage growth with time in the U.S.

than migrants admitted on the basis of their skills. Barrett (1998) shows that there exist

10 See also Bloom and Gunderson (1992).

13



significant differences across countries in the relative labor market quality of skill-based and
family-based immigrants. He finds that for some countries the lack of labor-market criteria for
admission does not lead to immigration of low-skilled workers (e.g. Sweden and the
Netherlands), whereas for other countries the absence of skill-criteria leads to an increased
inflow of low skilled people. These results suggest that a selection of immigrants based on the
country of origin is more effective in selecting high-skilled workers than a policy based on
skill criteria.

Overall, the above described empirical results suggest that country of origin is one of
the main explanations of the labor market assimilation of immigrants. The success of
immigration policies that are based on the selection of immigrants with respect to their labor
market characteristics, such as in Canada, Australia and New Zealand, seem to be successful
mainly because they alter the national origin mix of immigrants. These countries are not
successful in attracting the most skilled immigrants from a given country, but are simply
attracting individuals from countries with relatively high skill levels whose skills can easily be
transferred to the requirements of the labor market of the receiving country. For example,
Borjas (1992) shows that the Irish living in Canada are no more educated than the Irish living
in the U.S. These findings have important consequences for the evaluation of immigration
policies in Europe. As outlined above, the immigration policy of most European countries is
based on priorities other than the labor market characteristics of the migrants. If these
countries managed to select the "right” source countries, it may be expected that immigrants
to these countries would assimilate relatively fast, assuming they could entice individuals
from the “right” countries to come. In the following subsection we will provide a short survey

of empirical studies on the assimilation of migrants in different European countries.

Immigrant Assimilation in Europe

Most empirical evidence on the assimilation of migrants in Europe use German data.** For
guest workers, the existing studies suggest an initial earnings gap to natives, which range
between 9 and 23 percent (Dustmann, 1993; Schmidt, 1992; Pischke, 1992; Licht and Steiner,
1994). Furthermore, these studies indicate that there is no, or only very slow, assimilation of
the earnings of guest workers to those of similar natives. The empirical evidence on the labor
market performance of ethnic German immigrants suggests that there is neither an initial
earnings gap nor an assimilation pattern (Bauer and Zimmermann, 1997; Dunn et al., 1997,
Schmidt, 1997). Both Pischke (1992) and Schmidt (1992) have analyzed the role of country of

1 See Miller (1999) for empirical evidence on Australia.
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origin on the convergence of native and immigrant earnings. Schmidt (1992), for example,
estimated that Spanish workers earn 6 percent less than the group consisting of Greek, Italian
and Turkish workers while immigrants from Yugoslavia earn 5 percent more than this group.
Pischke (1992), roughly speaking, corroborates these results. The ethnic groups with the
largest initial earnings disadvantage realized the greatest wage growth. Bauer and
Zimmermann (1997) show that ethnic Germans from the former USSR perform more poorly
in the German labor market than ethnic German immigrants from Poland or Romania.

There are fewer empirical studies on the labor market assimilation of immigrants for
other European countries. Chiswick (1980), Bell (1997) and Shields and Wheatley Price
(1998) investigate the assimilation of migrants in the UK. Chiswick (1980) finds that white
foreign-born workers earn the same as white native-born and that non-white foreign-born earn
substantially less than white natives. His results further indicate that there is no assimilation of
the earnings of immigrants. Similar to the experience of Canada, New Zealand and the U.S.,
the United Kingdom experienced a large change in the national-origin mix of immigrants. The
change is due to the 1971 Immigration Act through which Commonwealth citizens lost their
special immigration entitlement and were put in the same position as all other foreigners
(Bell, 1997). The empirical results of Bell confirm the results of Chiswick (1980) in regards to
the earnings gap at the time of immigration. However, for those immigrants who display an
initial earnings disadvantage, Bell (1997) finds assimilation towards native earnings when he
controls for cohort effects.

Kee (1993) investigates the earnings of Dutch immigrants from Turkey, Morocco,
Surinam and the Antilles. Whereas schooling obtained in the home country does not generate
higher earnings for Turks and Moroccans, education obtained abroad has a positive effect on
the wages in the Netherlands for migrants from Surinam and the Antilles. This may be
explained by the similarity of the schooling system in Surinam, the Antilles and the
Netherlands. Even though years of residence have a positive impact on the wages in the
Netherlands, this effect disappears once controlling for language abilities.

The importance of migration motives, country of origin and planned migration
duration for the earnings development of migrants have also been stressed by Winter-Ebmer
(1994) for Austria. He finds that guest workers in Austria display an earnings disadvantage
and a flatter experience-wage profile than natives. Different to Germany, Turks in Austria
have higher wages than migrants from the former Yugoslavia. Migrants, who migrated to

Austria because income prospects in Austria were higher or because they tried to raise their

12 See Bauer et al. (1999) for a survey.
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standard of living, have significant higher wages than those migrated because of family or
political reasons.

Immigrants who arrived in Sweden during the labor recruitment period appear to have
performed quite well in the Swedish labor market (see for example Wadensjo, 1983, and
Ekberg, 1994). As in other developed countries, there appears to have been a decline in the
relative labor market performance of more recent immigrants. This can be traced back to a
change in the country-of-origin composition from Nordic countries toward immigrants from
non-OECD countries, where the latter are mostly refugees or relatives of refugees (Aguilar
and Gustafsson, 1994; Edin et al., 2000). Edin et al. (2000), for example, show that
immigrants from Nordic countries show some earnings assimilation but are not expected to
reach earnings parity with similar Swedish natives in the long-run. After 10 years in Sweden
they show an earnings disadvantage of about 10 to 20 percent. Non-OECD immigrants have a
higher earnings disadvantage to similar Swedish workers at the time of immigration than
immigrants from Nordic countries and experience a similar earnings assimilation pattern. In
the long-run, however, non-OECD immigrants still show an earnings disadvantage of
approximately 25 to 35 percent. The poor performance of recent immigrants can also be found
in Norway (Hayfron, 1998).

Assimilation studies for the new immigration countries Italy, Spain and Ireland are
rather rare. Venturini and Villosio (2000) study the labor market situation of immigrants in
Italy. Their empirical analysis shows that the average wage gap between immigrants and
natives in 1993 was between 13 - 21 percent, depending on the country-of-origin. Immigrants
from Asia show the greatest disadvantage, followed by migrants from Africa. Immigrants
from Latin America and East Europe appear to display the smallest wage gap. Using an
Oaxaca decomposition, Venturini and Villosio (2000) show that in 1993 only 61 percent of
the wage gap between natives and immigrants can be explained by differences in observable
characteristics. Based on data from 1991 and 1993, the authors further find that wage
assimilation is observed. Barrett and O"Connell (1999) analyze the earnings of Irish return
migrants who graduated from a school in Ireland. They conclude that return migrants show an
earnings advantage over those who stayed in Ireland and that this premium is positively
related to the time the migrants stayed abroad.

Three things can be learned from reviewing these assimilation studies. First, country-
of-origin differences and admission criteria have a strong influence on the labor market

performance of immigrants. Second, nearly all countries recently experienced a decline in the

B See Hatton and Wheatley Price (1999) for a survey of the literature on migration in the UK.
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so-called “quality” of immigrants, as measured by the upon arrival immigrant-native wage
gap. This holds true for countries with a focus on family reunification, as well as countries
with a selective immigration policy. The review has shown that in all cases the decrease in the
quality of the migrants is related to a change in the country of origin mix of the immigrants.
The evidence indicates that especially migrants from different cultural background and from
different schooling systems, compared to the culture and schooling system of the receiving
country, are responsible for the quality decrease. Examples are, Mexicans and Asians in the
U.S., Asians in Canada and New Zealand and refugees in Europe. Third, even though all
countries face a decrease in the so called “quality” of immigrants, an assimilation of
immigrants to natives can only be observed in those countries that are selecting their migrants

according to labor market characteristics such as in Canada and New Zealand.

IV. Natives’ Sentiments of Immigrants

If immigration policy can affect skill levels and labor market performance of immigrants, as
argued above, does it also impact natives’ sentiments of immigrants? Although the direction
of causality is hard to disentangle, i.e. if immigrant tolerance leads to an open policy or if an
open policy leads to tolerance, it is informative to see if there is a relationship between
immigration policy and sentiments. Given the variation in labor market performance of
immigrants across countries, it would not be surprising if sentiments of immigrants also
varied across nations. One question is whether immigrant sentiments vary across countries
with different immigration policies? That is, does a policy that attracts relatively skilled
workers, or those that are in some sense "needed” by the labor market, also imply greater
tolerance towards immigrants? Put differently, if immigrants assimilate into the new country,
it seems reasonable to believe that natives view immigrants favorably or at least less
negatively.

The data used to analyze these questions comes from the International Social Survey
Programme (ISSP). The ISSP is a continuing annual program of cross-national collaboration
on surveys covering a variety of topics deemed important for social science research. In 1995,
ISSP compiled representative cross-national data on national identity. Included in the survey
were questions about the perception of immigrants and immigration. The countries included
in the analysis below are (i) the United States, Canada, and New Zealand (the traditional
immigration countries), (ii) the United Kingdom, Germany, Austria, the Netherlands,
Norway, and Sweden (the European immigration countries), and (iii) Ireland, Italy and Spain

(the new European immigration countries). The number of observations used in the analysis

17



ranges from 801 for Austria to 1655 for the Netherlands. Given that the data used is cross
sectional from one point in time and only covers 12 countries, the results are suggestive rather
than conclusive. For example, given the available data constraints, it is futile to estimate
discrete sentiment equations that control for observed country characteristics, such as
unemployment, economic growth, level and growth of immigration, in order to directly
identify immigration policy effects on natives’ attitudes towards immigrants. Instead, the
approach we take is to show some descriptive statistics of immigrant sentiments for these 12
countries, test whether across country differences in attitudes can be explained by differences
in individual characteristics, and what the role of these variables are on sentiments. We also
try to determine factors within each country that explains why natives think immigration
should be reduced. We use these suggestive results to draw parallels between natives’
sentiments of immigration and immigration policy.

As expected, sentiments towards immigrants vary dramatically across countries.
Responses to three different questions are shown in Figure 2. The bars shown in this figure
represent the proportion of native-born individuals who stated that they "strongly agree" or
"agree” with the statement. The statements are: “Immigrants are generally good for the
economy"; "Immigrants take jobs away from people who were born in this country” and "The
number of immigrants to this country nowadays should be reduced".

The country where natives are most likely to respond that immigrants are generally
good for the economy is Canada. Given an immigration policy that stresses the selection of
immigrants following the needs of the domestic labor market, it is not very surprising that
native-born Canadians view immigrants in this regard quite favorably. Also note that natives
in New Zealand, another country that is stressing skills in its immigration policy, also think to
a relatively large extent that immigrants are good for the economy. At the other end of the
spectrum are Norway and the Netherlands. This is also not very surprising given that both of
these countries predominantly receive refugee immigrants. Our review of empirical studies on
immigrant assimilation in the last section has shown that refugee immigrants are often found
to have weaker labor force attachments than economic migrants. As we have already noted in
the discussion of Table 1, this is indeed the case in Norway and the Netherlands. The ratio of
immigrants to natives labor force participation is 0.68 in both countries, the lowest of all
countries included in the study.

Natives in the new immigration countries Ireland and Spain seem to have the most
favorable sentiments in regards to whether immigration should be reduced. Low immigrant

proportions may be one reason for this. In the case of Ireland, the impressive economic
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growth in the 1990s may be an explanation of the attitudes of natives. Not all of the new
immigration countries hold such favorable opinions of immigrants. Figure 2 shows that about
three quarters of native Italians think immigration should be reduced in Italy. It should be
noted that the national origin composition of immigrants is quite different in Spain and Italy.
In Italy, only about 15 percent of immigrants in 1996 were from EU countries whereas 60
percent of the foreign population in Spain was from EU countries in 1996 (SOPEMI, 1999).
Germans and Swedes also feel to a large extent that immigration should be limited. Large
refugee inflows in the 1990s may be a partial explanation for this.

One commonly heard concern about immigration is that immigrants take jobs away
from natives. This sentiment appears indeed to be prevalent in the UK, where about half of
the native population feels that immigrants take jobs away. At the other end of the spectrum
is Sweden where only about 16 percent report that they feel the threat from immigrants in the
labor market. Natives in the Netherlands and Norway share generally the sentiments of native
Swedes. These three countries all experienced relatively large inflows of immigrants from
former Yugoslavia in the first half of the 1990s. It may very well be that natives feel less
threatened by refugees than economic migrants. As in Sweden, Norway and the Netherlands,
only a small share of the Canadian native population feels that immigrants take jobs away
from natives. One may think that this is a result of the respective selective immigration policy.
This conclusion, however, is contradicted by sentiments of natives in New Zealand, which is
among the four countries with the highest share of natives who respond that immigrants have
negative effects on the labor market success of natives.

Is it possible that differences in sentiments towards immigrants between countries can
partially be explained by differences in socioeconomic characteristics? To test this we
estimated separate probit models of whether immigrants are generally good for the economy,
whether immigrants take jobs away and whether immigration should be reduced. For each of
these three dependent variables we have estimated four models. During the estimation
process, we add successively socio-economic characteristics of the respondent to the basic
model, which includes only dummy variables indicating the receiving countries with Sweden
acting as reference group. The estimated marginal effects are presented in Tables 2, 3 and 4.

Table 2 shows the estimation results of the probit models where the dependent
variable takes the value one when a respondent strongly agrees or agrees with the statement
that immigrants are generally good for the economy. The results for Model 1, where we
include only country dummies, indicate that there are significant differences between the

countries, which is consistent with Figure 2. Model 2 in Table 2 presents the findings when
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we add controls for age, gender, marital status, residing in a city and both parents being
citizens. It appears that including these factors does not alter the relative sentiments
significantly across countries. The results however indicate that age, being female and
residing in a city have positive impacts on the probability that a person responds that
immigrants are generally good for the economy. If both of the respondent’s parents are
citizens, the perception of immigrants’ effect on the economy is significantly more negative.
Although the estimated marginal effects change somewhat when education dummies are
included, as shown in Model 3, it does not change the ranking significantly. Model 4 also
includes an indicator variable for whether the respondent is unemployed. Somewhat
surprisingly, being unemployed does not appear to affect the perception of immigrants’
contribution to the economy.

The results from estimating the probability models of natives’ sentiments in regards to
whether immigrants take jobs away and if immigration should be reduced are presented in
Tables 4 and 5. Generally speaking, the findings indicate that the relatively more educated
have a more positive impression of immigrants. Although being unemployed does not change
natives’ perception of immigrants in regards to the impact on the economy or whether
immigration should be reduced, it does seem to increase the probability that a person thinks
that immigrants take jobs away. Overall, differences in individual characteristics do not seem
to explain differences in the perception of immigrants across countries.

Natives in the two countries included in this study that uses skill criteria in granting
entry visas, Canada and New Zealand, seem to have relatively favorable attitudes in regards to
immigrants’ contribution to the economy. Not surprisingly, natives in countries that mainly
receive immigrants from developing countries, mostly refugees, are not convinced that
immigrants are generally good for the economy. Although sentiments in Canada are generally
sympathetic towards immigrants, New Zealanders are quite skeptical about natives loosing
jobs to immigrants. Natives in countries where the immigration policy is such that entry visas
are allocated generously to asylum seekers and refugees, e.g. the Netherlands, Norway and
Sweden, are not particularly concerned about the threat that immigrants may take away their
jobs, but feel that immigrants may not positively contribute to the economy. It seems
plausible that both of these factors will affect whether a person thinks that immigration should
be reduced or not.

Natives’ sentiments towards immigrants are likely to be reflections of the country’s
immigration policy, as well as the assimilation of immigrants. We have argued above that the

current immigration policies that stresses labor market demands, not surprisingly, lead to
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higher skill levels and greater labor market success of immigrants. However, the greater labor
market success of these immigrants may also lead to a greater perceived threat of native
workers from competing skilled foreign workers. At the same time, poor labor market success
of immigrants may lead natives to be concerned about the overall impact of immigration on
the economy. Another sometimes heard concern about low skilled, and illegal immigration, is
that immigrants are more prone to be active in criminal activities. The sentiment in regards to
crime rates may be also a good proxy for other factors generating social tensions.

To be able to disentangle the factors that drive natives’ sentiments, in particular in
regards to the number of immigrants, we have undertaken two approaches. First, we have
calculated the proportions of individuals who respond that immigrants take jobs away and that
immigrants increase crime rates, conditional on responding that they think immigration
inflows should be reduced. Note that natives in general may have negative attitudes towards
immigrants without thinking that immigration inflows should be reduced. To identify the
factors that explain why natives think that immigration should be lowered, and the relative
importance of these factors for this group of natives, we condition the sample on the answer
indicating a desire to reduce migrant inflows. These proportions are presented in Table 5.
Second, we have estimated country specific probability models of the statement that
immigration should be reduced.

Our first goal is to examine if natives are more concerned about the impact of
immigration on jobs or crime. To do this, we compare the proportion of natives who respond
that immigrants take jobs away and the proportion who feel that immigrants increase crime
rates, conditional on having responded that immigration flows should be reduced. There is a
quite clear pattern in Table 5. Natives in traditional immigration countries, who
predominantly receive economic migrants, seem to be mostly concerned about loosing their
jobs to immigrants. For example, 65 percent of native-born Americans who respond that
immigration should be reduced think that they may lose jobs to immigrants. Slightly less than
47 percent of these Americans feel that immigration increases crime rates. Natives in the
European immigration countries, however, are more concerned about an increase in crime
rates, with the exception of the UK. 87.4 percent of native-born Norwegians who thinks that
the number of immigrants should be reduced are concerned about higher crime rates, while
only 30.2 percent think that immigrants take jobs away from natives. The difference in
sentiments between these two types of immigration countries is likely to be a reflection of the
relatively weak immigrant labor force attachment in the countries with relatively large inflows

of refugees, as was shown in Table 1.
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We also estimate country specific probability models of whether immigration should
be reduced or not. We include indicator variables for whether the person thinks that
immigrants: take jobs away, increase crime rates, immigrants are generally good for the
economy and whether the respondent thinks that imports of foreign goods should be limited.
Note that by comparing the proportion of the marginal effects of these variables to the
predicted probability across countries, we can analyze what the main causes of the sentiments
of natives are across countries. This allows us to compare sentiments across countries with
different immigration policies. For example, we can look at whether immigrants in countries
with skill criteria are more concerned about loosing their jobs than they are about the impact
of the general economy, compared to countries with large refugee inflows.

The inclusion of a variable for limiting imports reflects the possibility that individuals
may have general sentiments towards a more, or less, closed economy. Another possibility is
that people realize that imported goods are substitutes for imported foreign labor. Before we
discuss the results from the probability models, we want to explore the relationship between
limiting imports and limiting immigration graphically. In Figure 3 we show for each country
the proportion of individuals who respond that they think immigration should be limited, on
the y-axis, and the corresponding proportion of respondents who think imports should be
restricted, on the x-axis. Roughly speaking, Northeast in the figure represents sentiments of
more closed economies. Furthermore, countries below the 45-degree line can be said to favor
imports of foreign labor over imports of goods. Somewhat surprisingly, the country that
appears to be the least “open” among these 12 OECD countries is the U.S. However, the U.S.
is also one among the five countries, Canada, Ireland, Spain, Austria and the U.S., who seem
to favor immigrants over imported goods. It is also interesting to note that most of the
countries that currently see mostly refugee immigrants are above the 45-degree line. We will
explore further the relationship between these two sentiments next.

To investigate the relationship between the sentiments discussed above, we estimated
separate probit models for each country of the sentiment "number of immigrants should be
reduced”. This variable is set to 1 if the respondent answered that he/she thinks that
immigration should be reduced and O if he/she thinks that immigration should remain the
same or if it should be increased. The independent variables are indicator variables for the
responses: immigrants take jobs away, increase crime rates, are generally good for the
economy and imports of foreign goods should be limited. The results are presented in Table 6.

The concerns about the impact of immigration appear to be divided across countries

with different immigration policies, or at least across countries with inflows of economic and
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political migrants. By investigating the magnitude of the estimated marginal effects within
countries we can shed light on the reasons natives would like to alter immigration inflows.
Natives in countries where the majority of current immigrants are asylum seekers and
refugees are relatively more concerned with the impact of immigration on crime than on jobs
than are natives in countries with skill criteria. However, natives in the countries who receive
mostly economic migrants, the U.S., Canada, New Zealand and the U.K. appear to be more
apprehensive about loosing their jobs to immigrants. At the same time, there is a strong
relationship between the impact of immigration on the economy and whether natives feel that
immigration should be reduced. Not surprisingly, natives who feel that immigrants are good
for the economy are also more likely to respond that immigration should not be reduced.
Three things can be learned from the analysis of natives' sentiments of immigrants.
First, in countries where immigrants are selected according to their labor market
characteristics, natives most likely believe that immigrants are generally good for the
economy. Second, socio-economic characteristics of the respondents such as education,
gender and employment status do not seem to explain differences in the perception of
immigrants across countries. Our results indicate, however, that the relatively more educated
have a more positive view of immigrants. Third, in the traditional immigration countries, the
fear that immigrants take jobs away is the main explanation for thinking that immigration
should be reduced. In countries that receive mainly refugees and asylum seekers, natives who
think that immigration should be reduced are mostly concerned about increased crime rates.

This may be interpreted as general concerns about social tensions.

V. Conclusions

This study has found some evidence that the design of an immigration policy may be
important for the prospect of immigrant assimilation, or labor market success, and for the
development of sentiments of natives towards immigrants. As has been shown, current
immigration policies give priority to particular groups of people, and these preferences vary
greatly across the major receiving countries. Whereas Canada and New Zealand focus on the
selection of immigrants following the needs of their labor markets, other countries either put a
preference on the immigration of family members of former migrants, such as the U.S., or on
ethnic groups, such as ethnic Germans from the former USSR in Germany, or citizens of the
Commonwealth in the UK. In Sweden, Norway, and the Netherlands the majority of new

immigrants typically consist of refugees and asylum seekers.
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Economic theory predicts that immigrants from countries that are similar to the host
country, with respect to economic development, the schooling system, language and culture,
assimilate well into the labor market. This is likely due to a rapid transferability of the human
capital they accumulated in their home country. In addition, the migration motive is important
for the labor market success of immigrants. A survey of empirical studies on the assimilation
of migrants in different countries has shown that indeed the country-of-origin and the
migration motive are among the most important determinants of the labor success of migrants.
In particular, it has been shown that the success of immigration policies selecting migrants on
the basis of their skills, such as in Canada and New Zealand, seem to be successful, not
primarily because they attract the most skilled migrants from a given country, but because
they alter the national origin mix of immigrants. The survey has further shown that nearly all
significant receiving countries recently experienced a declined in the quality of immigrants, as
measured by the upon arrival immigrant-native wage gap. In all cases, the decrease in the
quality of migrants comes together with a significant change in the country-of-origin mix of
the immigrants. Finally, even though all countries face a decline in the quality of migrants, an
assimilation of immigrants to natives can be observed only in those countries that select
immigrants on the basis of their labor market characteristics.

It is difficult to disentangle to what extent the sentiments of the population are in line
with policy or policy is in line with sentiments. We think that there are at least indications that
immigration policies affect natives' sentiments of immigrants. Analyzing individual data from
12 OECD countries, we find signs suggesting that natives in countries selecting immigrants
on their skills are more likely to think that immigrants are generally good for the economy
than in countries which receive mainly asylum seekers and refugees. Natives in Canada and
New Zealand, however, are more concerned that immigration negatively affects their own
labor market situation, whereas in countries that receive mainly non-economic migrants,
natives are mostly concerned about increasing crime rates. Socio-economic characteristics of
the respondents such as education, gender and employment status do not seem to explain the
major differences in the perception of immigrants across countries. Our results indicate,
however, that the relatively more educated have a more positive view of immigrants.

This all has interesting policy implications. Policy-makers are typically concerned
about re-election, and hence must be interested in the emotions of voters caused by
immigration. There are two important channels by which re-election might be affected: First,
there are social tensions caused by ethnic rivalry and other negative social externalities such

as crime. In this paper we have used the measured concerns about crime as a proxy for all
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these potential social tensions. Second, immigration can improve the economic conditions in a
country. Since the popularity of a government depends largely on its economic success, a
well-chosen migration policy can be effective. For example, European governments might be
able to increase their popularity by means of a migration policy that relies more on the
respective country’s labor market needs. Popularity might increase further by such a policy
since social tensions may decline with a relatively higher proportion of labor migrants, as our
results suggest. It is also important to realize that any humanitarian policy can be costly in an
economic sense. However, by reducing negative attitudes towards immigrants in the native
population through a migration policy that stresses the economic needs of the receiving
country, the government may also be able to increase the number of admitted humanitarian

immigrants without risking not being re-elected.
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Table 1.
Immigrant Proportions, Asylum Seekers and Immigrant Employment

Proportion = Change 1991-95 Proportion of  Share of Foreign (CAREED) Immigrant/Native Immigrant/Native
Immigrants in Proportion Asylum Seekers Labor Force in Male Labor Force Male
Population 1995  Immigrants  on 1991-95 Total Total Labor Force Participation Unemployment Unemployment
Inflow 1995 Ratio 1995 Ratio 1995 Rate 1995
1) 2) (3) (4) ©) (6) ) (8)

USA 8.8% 16.4% 11.6% 9.4%" 1.07 - 1.28 5.5%

Canada 17.4% 14.5% 11.8% 18.5%” 1.06 0.97 - 9.5%

New Zealand 17.5% 6.0% 4.2% 17.6% 1.01 0.92 1.24 6.3%

United Kingdom 3.4% 11.3% 18.5% 3.5% 1.03 0.90 1.67 8.6%

Germany 8.8% 22.0% 20.7% 9.0% 1.02 0.99 2.48 8.1%

Austria 9.0% 35.8% - 9.9% 1.10 1.06 1.68 3.9%

The Netherlands 4.7% -1.0% 29.3% 3.2% 0.68 0.78 4.36 7.0%

Norway 3.7% 8.8% 20.0% 2.5% 0.68 - - 4.9%

Sweden 5.2% 7.7% 61.5% 5.1% 0.98 0.82 2.90 7.7%

Ireland 2.7% 9.6% 0.5% 2.9% 1.07 1.04* - 12.1%

Italy 1.7% 14.9% 7.2% 1.7% 1.00 1.15 - 12.0%

Spain 1.2% 38.6% 30.2% 0.9% 0.75 1.14 1.15 22.6%
Notes: L 1990
z 1991

3 Male and Female.

Data Source: OECD (1997); SOPEMI (1998, 1999); Eurostat (1998); Winkelmann and Winkelmann (1998); own calculations.



Table 2.
Estimated Marginal Effects from Probit Models of Response "Immigrants are
Generally Good for the Economy" (Reference country is Sweden)

Model 1 Model 2 Model 3 Model 4

USA 0.0653 0.0792 0.0463  0.0478
(0.0212) (0.0248) (0.0247) (0.0247)
Canada 0.3709 0.3978 0.3676  0.3700
(0.0196) (0.0226) (0.0237) (0.0237)
New Zealand 0.2441  0.2305 0.2031 0.2044
(0.0230) (0.0270) (0.0274) (0.0276)
United Kingdom -0.1084 -0.0926 -0.1065 -0.1061
(0.0188) (0.0197) (0.0192) (0.0192)
Germany 0.1137 0.1269  0.1418 0.1420
(0.0202) (0.0206) (0.0210) (0.0210)
Austria 0.1792  0.1906 0.2260  0.2268
(0.0234) (0.0237) (0.0241) (0.0241)
The Netherlands -0.1057 -0.0820 -0.0910 -0.0913
(0.0165) (0.0177) (0.0175) (0.0176)
Norway -0.1499 -0.1259 -0.1340 -0.1328
(0.0163) (0.0175) (0.0172) (0.0172)
Ireland 0.3166  0.3365 0.3364  0.3375
(0.0222) (0.0230) (0.0232) (0.0232)
Italy -0.0437 -0.0169 -0.0159 -0.0138
(0.0199) (0.0288) (0.0290) (0.0291)
Spain 0.0073 0.0452 0.0602  0.0553
(0.0212) (0.0232) (0.0236) (0.0236)
Age 0.0022 0.0028 0.0028
(0.0003) (0.0003) (0.0003)
Female 0.0264  0.0228  0.0228
(0.0088) (0.0088) (0.0088)
Married -0.0018 -0.0007 -0.0007
(0.0093) (0.0093) (0.0094)
Reside in City 0.0212 0.0129 0.0138
(0.0100) (0.0100) (0.0101)
Both Parents Citizens -0.1641 -0.1577 -0.1586
(0.0209) (0.0210) (0.0211)
Secondary Schooling 0.0628 0.0624
(0.0120) (0.0121)
College 0.1373 0.1361
(0.0125) (0.0125)
Unemployed 0.0249
(0.0209)

Number of Obs. 11,754
Log Likelihood -6658 -6583 -6521 -6521

Notes: The marginal effects are calculated based on the sample means for continuous variables and for

a discrete change of dummy variables from 0 to 1. Standard errors appear in parentheses. Data
source: 1995 International Social Survey Programme.



Table 3.
Estimated Marginal Effects from Probit Model of Response "Immigrants Take Jobs Away"
(Reference country is Sweden)*

Model 1 Model 2 Model 3 Model 4

USA 0.3617 0.3375 0.4316  0.4343
(0.0207) (0.0245) (0.0231) (0.0230)
Canada 0.1078 0.0693 0.1549 0.1618
(0.0223) (0.0259) (0.0277) (0.0278)
New Zealand 0.2839 0.2790 0.3586 0.3615
(0.0234) (0.0272) (0.0265) (0.0266)
United Kingdom 0.3743  0.3497 0.4059 0.4066
(0.0213) (0.0230) (0.0225) (0.0225)
Germany 0.2226 0.2001 0.1826 0.1844
(0.0215) (0.0220) (0.0224) (0.0224)
Austria 0.2479 0.2290 0.1798  0.1837
(0.0239) (0.0245) (0.0250) (0.0251)
The Netherlands 0.1446  0.1194 0.1538 0.1572
(0.0211) (0.0217) (0.0224) (0.0224)
Norway 0.0505 0.0317 0.0574 0.0602
(0.0222) (0.0226) (0.0235) (0.0236)
Ireland 0.2555 0.2325 0.2527  0.2547
(0.0236) (0.0247) (0.0251) (0.0251)
Italy 0.2423  0.1897 0.2069  0.2139
(0.0231) (0.0323) (0.0330) (0.0330)
Spain 0.3172 0.2882 0.2751 0.2691
(0.0222) (0.0241) (0.0248) (0.0249)
Age 0.0026  0.0014 0.0016
(0.0003) (0.0003) (0.0003)
Female 0.0118 0.0205 0.0192
(0.0087) (0.0087) (0.0088)
Married -0.0228 -0.0270 -0.0244
(0.0092) (0.0093) (0.0093)
Reside in City -0.0239 -0.0092 -0.0089
(0.0098) (0.0100) (0.0100)
Both Parents Citizens 0.1358 0.1233  0.1256
(0.0165) (0.0169) (0.0169)
Secondary Schooling -0.1455 -0.1436
(0.0099) (0.0100)
College -0.2343 -0.2321
(0.0091) (0.0092)
Unemployed 0.0715
(0.0208)

Number of Obs. 12,236
Log Likelihood -7455 -7379 -7120 -7114

Notes: The marginal effects are calculated based on the sample means for continuous variables and for

a discrete change of dummy variables from 0 to 1. Standard errors appear in parentheses. Data
source: 1995 International Social Survey Programme.



Table 4.
Estimated Marginal Effects from Probit Model of Response "Immigration Should be
Reduced" (Reference country is Sweden)*

Model 1 Model 2 Model 3 Model 4

USA -0.0442 -0.0581 -0.0003 -0.0012
(0.0219) (0.0259) (0.0260) (0.0260)
Canada -0.2803 -0.2792 -0.2290 -0.2291
(0.0194) (0.0227) (0.0243) (0.0243)
New Zealand -0.0747 -0.0700 -0.0208 -0.0218
(0.0230) (0.0269) (0.0270) (0.0272)
United Kingdom -0.0140 -0.0421 -0.0139 -0.0146
(0.0224) (0.0237) (0.0239) (0.0239)
Germany 0.0934 0.0739 0.0547 0.0555
(0.0189) (0.0200) (0.0205) (0.0205)
Austria -0.1463 -0.1626 -0.2160 -0.2155
(0.0226) (0.0229) (0.0228) (0.0228)
The Netherlands -0.0873 -0.1079 -0.0922 -0.0932
(0.0194) (0.0205) (0.0208) (0.0209)
Norway -0.0708 -0.0819 -0.0657 -0.0656
(0.0207) (0.0217) (0.0219) (0.0220)
Ireland -0.4646 -0.4888 -0.4940 -0.4935
(0.0158) (0.0153) (0.0153) (0.0154)
Italy 0.0671 0.0396 0.0401 0.0401
(0.0212) (0.0308) (0.0312) (0.0313)
Spain -0.2991 -0.3257 -0.3508 -0.3532
(0.0204) (0.0211) (0.0206) (0.0206)
Age 0.0029 0.0020 0.0020
(0.0003) (0.0003) (0.0003)
Female 0.0119 0.0187 0.0185
(0.0094) (0.0095) (0.0096)
Married 0.0122 0.0122 0.0124
(0.0100) (0.0101) (0.0101)
Reside in City -0.0347 -0.0197 -0.0200
(0.0108) (0.0109) (0.0109)
Both Parents Citizens 0.1611 0.1533 0.1548
(0.0209) (0.0212) (0.0213)
Secondary Schooling -0.1050 -0.1025
(0.0124) (0.0125)
College -0.2380 -0.2362
(0.0126) (0.0127)
Unemployed 0.0074
(0.0219)

Number of Obs. 11,771
Log likelihood -7382 -7296 -7126 -7126

Notes: The marginal effects are calculated based on the sample means for continuous variables and for

a discrete change of dummy variables from 0 to 1. Standard errors appear in parentheses. Data
source: 1995 International Social Survey Programme.



Table 5.
Proportion of Natives who Responded "Immigrants Take Jobs Away" and "Immigrants
Increases Crime Rates", Conditional on Responding "Immigration Should be Reduced".

Observed Probability:

Number of Immigrants Immigrants
Immigrants Should Take Jobs Increase

be Reduced Away Crime Rates
USA 66.1% 65.0% 46.9%
Canada 40.9% 47.3% 40.1%
New Zealand 61.9% 56.8% 36.6%
United Kingdom 68.6% 65.5% 36.7%
Germany 77.7% 44.8% 71.4%
Austria 56.1% 51.7% 83.1%
The Netherlands 61.1% 42.0% 54.0%
Norway 63.9% 30.2% 87.4%
Sweden 69.2% 24.4% 75.3%
Ireland 21.1% 68.0% 29.3%
Italy 75.5% 45.9% 75.0%
Spain 39.7% 67.6% 46.2%

Notes: Data source: 1995 International Social Survey Programme.



Table 6.
Estimated Marginal Effects from Country specific probit models of response: "The Number of Immigrants Should be Reduced"

Predicted Probability: Immigrants Immigrants Immigrants Imports of
Number of Take Jobs Increase are Good for Foreign Goods
Immigrants Should Away Crime Rates the Economy Should be Limited
be Reduced M.E. M.E. M.E. M.E.
USA 69.4% 0.2235 0.1391 -0.2801 0.1243
(0.0343) (0.0347) (0.0352) (0.0371)
Canada 40.3% 0.2763 0.2597 -0.3013 0.1346
(0.0393) (0.0412) (0.0324) (0.0315)
New Zealand 65.3% 0.2449 0.1685 -0.2483 0.1228
(0.0368) (0.0416) (0.0353) (0.0366)
United Kingdom 73.6% 0.2818 0.1701 -0.3007 0.1732
(0.0344) (0.0363) (0.0521) (0.0378)
Germany 84.7% 0.1202 0.2401 -0.1480 0.1078
(0.0242) (0.0256) (0.0245) (0.0223)
Austria 56.8% 0.1469 0.3650 -0.2418 0.1424
(0.0431) (0.0391) (0.0386) (0.0445)
The Netherlands 65.6% 0.2816 0.3119 -0.2618 0.1559
(0.0256) (0.0238) (0.0360) (0.0267)
Norway 67.2% 0.2784 0.4162 -0.3389 0.0990
(0.0317) (0.0335) (0.0498) (0.0318)
Sweden 74.3% 0.1733 0.3032 -0.3766 0.0513
(0.0395) (0.0341) (0.0395) (0.0333)
Ireland 21.1% 0.1879 0.1245 -0.1202 0.1121
(0.0316) (0.0464) (0.0291) (0.0267)
Italy 80.3% 0.1236 0.2398 -0.2506 0.1112
(0.0287) (0.0321) (0.0389) (0.0295)
Spain 38.0% 0.2603 0.2081 -0.1035 0.1484
(0.0369) (0.0415) (0.0395) (0.0406)

Notes: Standard errors appear in parentheses. The marginal effects are calculated based on the sample means for continuous variables and for a discrete change of
dummy variables from 0 to 1. Data source: 1995 International Social Survey Programme.



Figure 1:

Share of Foreigners in Total Unemployment Relative to their Share in the Labor Force
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Figure 2:

Sentiments towards Immigrants
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Figure 3:

The Relationship between Sentiments towards Limiting Immigration and
Reducing Immigration
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