A Service of

[ ) [ J
(] [ )
J ﬂ Leibniz-Informationszentrum
° Wirtschaft
o Leibniz Information Centre
h for Economics

Make Your Publications Visible.

Constant, Amelie F.

Article

Do migrants take the jobs of native workers?

IZA World of Labor

Provided in Cooperation with:
IZA - Institute of Labor Economics

Suggested Citation: Constant, Amelie F. (2014) : Do migrants take the jobs of native workers?, IZA
World of Labor, ISSN 2054-9571, Institute for the Study of Labor (IZA), Bonn,

https://doi.org/10.15185/izawol.10

This Version is available at:
https://hdl.handle.net/10419/125235

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor durfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dirfen die Dokumente nicht fiir 6ffentliche oder kommerzielle
Zwecke vervielféltigen, 6ffentlich ausstellen, 6ffentlich zugénglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfiigung gestellt haben sollten,
gelten abweichend von diesen Nutzungsbedingungen die in der dort
genannten Lizenz gewahrten Nutzungsrechte.

WWW.ECONSTOR.EU

Terms of use:

Documents in EconStor may be saved and copied for your personal
and scholarly purposes.

You are not to copy documents for public or commercial purposes, to
exhibit the documents publicly, to make them publicly available on the
internet, or to distribute or otherwise use the documents in public.

If the documents have been made available under an Open Content
Licence (especially Creative Commons Licences), you may exercise
further usage rights as specified in the indicated licence.

Mitglied der

Leibniz-Gemeinschaft ;


https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://doi.org/10.15185/izawol.10%0A
https://hdl.handle.net/10419/125235
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/

AMELIE F. CONSTANT

George Washington University, and Temple University, USA, and

IZA, Germany

|1 Z A
World of Labor

Evidence-based policy making

Do migrants take the jobs of native workers?

Migrants rarely take native workers’ jobs, and they boost
employment effects in the long term

Keywords: employment, job creation, native workers, job upgrading, immigration impact, economic

complementarity, competition

ELEVATOR PITCH

Neither public opinion nor evidence-based research
supports the claim of some politicians and the media that
immigrants take the jobs of native-born workers. Public
opinion polls in six migrant-destination countries after the
2008-2009 recession show that most people believe that
immigrants fill job vacancies and many believe that they
create jobs and do not take jobs from native workers. This
view is corroborated by evidence-based research showing
that immigrants—of all skill levels—do not significantly
affect native employment in the short term and boost
employment in the long term.

KEY FINDINGS

Pros

© Immigrants who are self-employed or
entrepreneurs directly create new jobs.

© Immigrant innovators create jobs indirectly within
a firm, leading to long-term job growth.

© New immigrants fill labor shortages and keep
markets working efficiently.

© High-skilled immigrants contribute to
technological adaptation and low-skilled
immigrants to occupational mobility,
specialization, and human capital creation; both
create new jobs for native workers.

© By raising demand, immigrants cause firms and
production to expand, resulting in new hiring.
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@ Low-skilled immigrants may compete in the short
term, but the effect is small and not statistically
significant.

© If low-skilled immigrant workers only supplement
the work of high-skilled native workers, they may
be trapped in low-skill, low-paying jobs.

@ If low-skilled immigrant labor is employed in lieu
of physical capital, technological advances and
capital upgrading are impeded.

© A country that becomes dependent on low-cost
immigrant workers may have to outsource jobs
when these workers are not available.

© Immigrants may increase production without
boosting productivity.

Immigration’s positive effects far outweigh any negative impact. Migrants choose locations with available jobs and fill

labor shortages. Whether high- or low-skilled, migrants rarely substitute directly for native workers. Instead, migrants

often complement native workers or accept jobs that natives don’t want or can’t do. They create new jobs by increasing

production, engaging in self-employment, and easing upward job mobility for native workers. The presence of immigrants

increases demand and can spur new businesses to open, creating more jobs for immigrant and native populations.
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Substitute or replacement labor

Workers who can serve in place of other workers because they have similar skills and
thus compete with each other for positions; employers consider these workers to be
identical.

Complementary or supplemental labor

Workers who need to work together in certain proportions to accomplish a task and thus
who do not compete with each other for positions. Employers need both substitutable
and complementary workers.

MOTIVATION

Job loss is a core topic of heated public debates on immigration, but much of the
public discourse is uninformed by the evidence (Figure 1). If policymakers are to draft
immigration measures that are context-specific, broadly advantageous, and acceptable
to native and immigrant populations, common misconceptions about immigration
must first be exposed. Educated answers to two core questions can provide sound
information for decision-making: Do native workers really fear that immigrants will take
their jobs? If so, is such fear backed up by scientific studies? In both cases, the answer
is no.

DISCUSSION OF PROS AND CONS

A brief discussion of the economic theory of migration’s impact on jobs helps put the
issue in perspective. It is important to understand possible adjustment mechanisms
that can be triggered by migration related to labor supply changes, such as the mobility
or displacement of native workers, professional upgrading, and firm adaptation.

~ Figure 1. Public opinion on immigrants and jobs, 2011 ~N
Fill Jobs M Take Jobs M Create Jobs
78 75 73
68 66 69
57 &4 53

France Germany Italy Spain

Notes: Percentage of respondents who agree (either “strongly” or “somewhat”) with the following statements:
“Immigrants generally help to fill jobs where there are shortages of workers”; “Immigrants take jobs away from native
borns”; and “Immigrants help create jobs as they set up new businesses.”

Source: Transatlantic Trends. Online at: http://trends.gmfus.org/.
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Key concepts include skill distinction, competition versus complementarity, and job
protection.

The simple labor market model

The traditional labor market model, with employers on the demand side and employees
on the supply side, defines the equilibrium wage and employment at the intersection
of demand and supply. Employers hire all the workers they need at this wage, and all
employees who want to work at this wage can find a job. Immigration increases labor
supply. In the short term, holding all else constant (such as the demand for labor and
international trade), the increase in labor supply lowers the equilibrium wage and raises
the equilibrium level of employment, but it is not clear who gains from the increase
in employment. It is possible that some native workers lose their jobs or drop out of
the market and that some immigrants find jobs while others remain unemployed. The
outcome hinges on stringent assumptions, such as full employment, no labor market
segmentation, identical skills for immigrants and native workers, and immediate access
by immigrants to all jobs held by native workers. In this short-term model, immigrants
are considered perfect substitutes for native workers, and they affect the labor supply
curve as if natives have replicated themselves.

The pragmatic labor market model and job creation mechanisms

In real life, native workers and immigrants differ in their country-specific human capital,
such as language fluency, professional networks, and social and cultural knowledge.
Initial skill differences make new immigrants and native workers imperfect substitutes.
In addition, labor shortages and job vacancies are more common than full employment.

Labor, capital, technology, and resources are all production inputs that can complement
or substitute for one another. According to economic theory, immigrants—as one of the
inputs in production—raise the price of inputs they complement and lower the price of
inputs for which they are perfect substitutes.

The economics of migration tell us that a country needs immigrants because its native
labor force is not large enough to meet demand or specialized enough to handle
technological changes. Vacancies exist even under high unemployment because native
workers and jobs do not always match or because unemployed workers might not want
or be qualified for the jobs available. Native workers often shun low-skill, repetitive
jobs, preferring to stay unemployed, especially in countries with a strong welfare state
system. Employers may then try to fill jobs by bringing in low-skilled immigrants—or by
outsourcing. While the skills required for the job might be below immigrants’ capabilities,
immigrants are willing to accept the jobs in order to move to a country offering higher
wages than their home country. Immigrants also tend to have tight ethnic networks
which help them locate where the jobs are.

At higher skill levels, there are also some jobs for which the native labor force might not
yet be qualified; native workers cannot instantaneously adapt to all the high-skilled jobs
that emerge from rapid technological advances. Hiring qualified immigrant workers
is a reasonable short-term solution because they can complement the work of native
workers.
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High-skilled workers are by definition specialists. Because of their unique skills, they
are less substitutable, command high wages, and complement capital and technology.
High-skilled immigrants can collaborate with high-skilled native workers (for example,
university professors, information technology experts, and dancers) and encourage
further specialization. And they can work well with low-skilled workers, whether foreign-
or native-born, whose skills they complement. The resulting synergies can lead to job
creation, and the economy can accommodate many more workers as the low-skilled
help the high-skilled specialize and climb the socio-economic ladder. As long as labor
markets can adapt to the supply of immigrant workers, skill variety and balance can
create more efficient production processes.

The factors held constant in the theoretical short-term model can change in the long-
term so that labor markets can accommodate migrant workers without harming native
workers. New firms may spring up to take advantage of the low-wage, readily available
supply of immigrant workers. Existing firms may adjust their investments and physical
capital to take advantage of the skills available, so the increased supply of immigrant
labor does not simply shift the supply curve. As a result of these two mechanisms,
firm profits rise, further increasing the demand for low-wage workers and driving up
wages and employment. The country may open up more to international trade. And
the economy may become more flexible in producing a differentiated output mix and
adjusting to the new skill combinations.

Another reason why immigrants do not simply displace native workers is that, as new
arrivals, they do not have access to the same jobs as native workers. In segmented labor
markets, immigrants may be slotted for a long time into lower tier jobs as supplements
to native workers. Although this benefits native workers, it can trap immigrants at low
socio-economic levels. In addition, immigrants who are self-employed and entrepreneurs
may directly create jobs, for themselves and for any native workers they might hire. As
entrepreneurs and innovators, immigrants can provide more jobs indirectly, through
research and development within their firms.

The demand for goods and services cannot remain static. Immigrants affect the labor
supply as workers and increase the demand for goods and services as consumers. Higher
demand affects the labor market by boosting demand for labor, leading to an increase
in equilibrium employment. And immigrant workers, especially the higher skilled, pay
more in taxes than they receive in government benefits.

Competition and negative job effects

There will always be some competition between immigrant and native workers with the
same skills. Labor market flexibility determines how much.

The research on the impact of immigrant workers on native workers takes two
approaches: an area approach or a production function approach. The area approach,
or spatial correlations approach, compares economic outcomes for native workers in
areas with large immigrant inflows and those with low inflows. Most studies have found
no adverse effects of large immigrant inflows. Some caution is required, however, since
simple spatial statistics might lead to the wrong conclusions. For example, in 1994
in Miami, the rise in black unemployment that coincided with the expected arrival of
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Cuban immigrants might have been blamed on immigration even though the immigrants
never arrived because their ship was intercepted at sea on orders from the US president.
Spatial studies might also understate the actual impact of immigration in a locality if
there are flaws in the econometric models or their estimation. The second method uses
national data and differentiates workers by skills using a production function [1]. These
studies find a moderate degree of competition among low-skilled workers and a negative
impact on native workers. However, more methodologically complex studies focusing
on the degree of substitutability among workers and the effects on employment and
wages of substitutable and nonsubstitutable workers find no negative effects.

A study in the late 1990s of the displacement effects of immigrant workers on native
workers in Canada found mixed effects according to the origins and occupations of the
immigrants [2]. US immigrants, who had similar skills and competed with Canadians
in many fields, had significant negative effects on Canadian workers. European
immigrants, who complemented Canadian workers in most fields and competed with
them in a few, had negative effects only where they competed with Canadian workers.
And developing country immigrants had negative effects on Canadian workers only in
the few occupations in which they competed with rather than complemented them.
There is some evidence from 2012 that suggests part of the decline in youth employment
for the US was related to increased competition from substitutable immigrant workers
in low-skill jobs.

Low-skilled workers, who can perform repetitive, manual tasks at a lower cost than
it takes to upgrade equipment, are often substitutes for capital. From this angle,
employers may view all low-skilled workers as close substitutes. Thus, immigrant and
native workers with low skills may compete directly for jobs, at least in the short term.
Most studies agree that this has occurred in some markets and areas. However, the
negative employment effect is small and not statistically significant. More often, the
negative effects arise in the case of competition between recent and earlier immigrants,
who have very similar skills.

When low-skilled immigrant workers are hired alongside high-skilled native workers
it frees native workers to specialize, invest in education and training, and upgrade
their occupations. The jobs they vacate are then available for others to fill, whether
immigrant or native workers. But this complementarity and the ensuing upward mobility
of native workers may consign generations of immigrant workers to low-skill, low-
paying employment, especially in hierarchically structured labor markets. By reinforcing
perceptions that some occupations are “immigrant jobs” and solidifying stereotypes, this
pattern of employment and mobility reduces social cohesion and integration and may
prevent immigrants from investing in education and entering higher-skilled occupations.

Over time, immigrants adjust to the culture of their new home and invest in learning fresh
skills, which might put them in competition with native workers. There is not enough
evidence, however, to sustain this claim, mostly because immigrants operate in different
jobs, sectors, and industries than native workers. And even if immigrants have been in a
country for a long time—and have mastered the same skills as native workers—they still
differ from native workers and work in different jobs.

Repeatedly hiring workers from abroad into low-skill, low-paying jobs can create two
negative effects: dependency on low-paid foreign workers and neglect of capital and
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technology upgrading. Most agricultural or seasonal jobs exhibit these effects. While
filling these jobs with immigrant workers does not directly affect native workers’ jobs,
there are wider ramifications, such as difficulty enforcing the return home of seasonal
workers, some of whom may stay in the US and go underground as undocumented
workers. Failing to upgrade capital or use new technology could mean that these jobs
and outputs would become uncompetitive, eventually moving abroad.

Immigrants are more likely than native workers to start a business and create their own
jobs. However, while immigrants may take business start-up opportunities away from
native workers, they do not put native workers out of business because immigrants
operate in different ethnic niches.

Immigrant workers may contribute to growth in the production of goods and services,
but productivity may not always grow along with it. For high-skilled Russian émigrés
to Israel in the 1990s, the immigrant share in production was positively correlated
with productivity in high-tech industries but strongly negatively correlated in low-tech
industries [3]. The positive correlation in high-tech industries reflects complementarities
between technology and the skilled immigrant workforce.

Jobs can be differentiated by sector as well as skill. If many low-skilled immigrant workers
enter a specific sector—for example, construction—they will compete with low-skilled
native workers in that sector. For example, when the share of immigrant workers rose in
some blue-collar fields in France, some native French workers moved away from these
sectors. Some of them went into less repetitive occupations in the same area, and some
moved to other areas. The native workers who stayed in the high-immigration areas
were able to upgrade their occupations when immigrants moved into their former, low-
skill jobs. The native workers who moved to other areas had lower average earnings than
the native workers who stayed in the area and changed jobs.

Some argue for the need for strong employment protection laws to shield native workers
against job losses to immigrant workers. While such legislation can reduce job loss in
the short term, it may exacerbate the negative impact in the long term by slowing or
preventing the movement of native workers into higher skilled, better paying jobs.

Immigration’s positive contributions to labor markets

Studies find no correlation between unemployment and the share of immigrants in a
country. Indeed, a study of the effect of increased immigration in Europe in 1991 found
that in competitive markets, labor migration increased the efficiency and flexibility of
labor markets and slowed wage growth, allowing more people to find jobs [4]. Data
from 2001-2007 for 17 Organisation for Economic Co-operation and Development
(OECD) countries show similar results: there is no correlation between unemployment
and immigration rates (Figure 2).

Empirical studies that took advantage of natural experiments to study the effects of
increased immigration found no adverse effects on native workers. A study of the arrival
of 125,000 Cuban immigrants in Miami between May and September 1980—a 7%
increase in the labor force—found no negative effects on native Floridians but some
negative effects on earlier Cuban immigrants [5]. Although it is possible that Miami was
particularly successful at absorbing immigrants, other studies have also found that other
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Figure 2. There is no correlation between unemployment and immigration rates for
(~ OECD countries
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US cities with high shares of immigrants were able to absorb low-skilled immigrants
within industries by adapting production technologies to the new local labor supply.
There was no evidence that immigration harmed employment opportunities for low-
skilled native workers.

In the 1940s, the US Bracero Program recruited unskilled Mexican laborers to fill
agricultural jobs that were not being filled locally. This short-term, demand-driven
immigration enabled farmers to meet growing demand for affordable agricultural
goods. The braceros did not take jobs away from Americans, but their low cost and
substitutability with capital postponed technological upgrading and increased employer
profits.

In the 1950s and 1960s, Germany recruited unskilled guestworkers to fill labor
shortages (by 1972, the proportion of guestworkers in the construction sector was
17.8%). No displacement of native workers has been recorded; rather, immigrants
expedited the upward mobility of German workers due to their complementarity in the
production process, contributing to Germany’s “economic miracle” (wirtschaftswunder).
The immigrants fared less well, however, operating under less favorable labor market
structures than German workers, making it harder for them than for native Germans to
translate their human capital into a good first job. In the 1990s, during another influx
of immigrant labor to Germany, there were again no adverse effects on native workers
because there was no substitutability between them, but earlier migrants suffered
some adverse employment and wage effects. Had the German labor market been less
segmented and more flexible, it would have been even more efficient in dealing with the
effects of increasing immigration [6].
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Similar effects occurred in other countries. In northern Italy in the mid-1990s, immigrants
filled many manual labor-intensive jobs that had gone unfilled, enabling factories
to expand, rather than shrink and fail, which would have left many native workers
unemployed. Similarly, in Greece in the early 2000s, low-skilled, low-cost immigrant
workers helped some industries withstand competition from low-labor-cost countries,
preserving the jobs of native workers. And in Austria in the early 2000s, segmentation
of the labor market prevented rising unemployment among native workers as more
immigrants were hired.

Immigration can affect native workers at the household production level as well. For
example, in lItaly, low-skilled immigrant women provided household services that
enabled high-skilled native women to spend more time at work.

Immigrants with advanced degrees from US universities working in science, technology,
engineering, and math dramatically boost the employment of native workers. And
immigrants with advanced degrees are more likely to start successful companies than are
native workers with similar education. These immigrant entrepreneurs, far from taking
jobs from native workers, create jobs for them as well as for themselves [7]. In the US
during 1996-2004, 0.46% of immigrants created new businesses compared with 0.35%
of native workers. And immigrant workers in the US have a higher innovation rate than
native workers, patenting at double their rate. As these patents turn into marketable
products and services, they create new jobs.

When immigrants are clustered in routine, labor-intensive jobs, native workers are able
to specialize and upgrade their own skills. In Europe, immigration over 1996-2007 is
associated with job creation and employment upgrading into higher-skill, better paying
jobs for native workers. Employment creation was significantly larger in countries with
more flexible labor laws [8]. More immigrant labor was also associated with higher self-
employment among native European workers [9]. In Denmark, the hiring of low-skilled,
non-European immigrants resulted in a reallocation of occupations across firms and
municipalities as native workers pursued more complex occupations.

In Europe and the US, immigration has a strong positive association with productivity
growth, because immigrants specialize in manual-intensive tasks and native workers in
communication-intensive tasks. Immigration has a positive net effect on productivity
and employment of native workers, unlike the offshoring of jobs. Immigration reduces
the share of offshored jobs rather than the share of native workers’ jobs [10]. In the
enlarged European Union (EU15), the free movement of workers improved the allocation
of skills and boosted productivity. The receiving labor markets were able to absorb
migrants from new EU members without any significant negative effects on employment
levels.

LIMITATIONS AND GAPS

It is difficult to accurately measure the employment impacts of immigrant workers on
native workers because of the absence of a direct measure of the counterfactual—what
would have happened had there been less migration. Natural experiments and quasi-
experimental research have been able to fill part of that analytical gap.
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Data accuracy is another problem, particularly for employment classification, self-
reported wages (such as in national censuses), and foreign experience and education.
Simple stratifications, such as number of years of formal education, do not adequately
define skill levels. Job categories are imperfectly transferable across countries, so
professional experience is also not easily quantifiable.

Studies usually choose to evaluate either legal or unauthorized migrants. It is difficult to
gather accurate information on unauthorized immigrants. To overcome this problem,
some research has focused on periods after unauthorized immigrants have been granted
amnesty.

Future research should continue to concentrate on immigrant cohorts’ skill and
education levels and on native workers’ occupational specializations in response to
rising migrant employment, particularly in the long term. To deepen understanding of
labor market reactions to immigration, research should include impacts in developing
countries.

SUMMARY AND POLICY ADVICE

The evidence does not support policy intervention to “protect” native employment.
Instead, the quantitative evidence shows that, overall, immigrants do not take native
workers’ jobs in the long term and that they stimulate job creation through increased
production, self-employment, entrepreneurship, and innovation. They also provide
opportunities for native workers to upgrade their occupation and specialize in higher-skill
jobs. Any short-term negative effects on native employment are small and insignificant.
For the most part, these findings align with public opinion in developed countries. In
the worst case, the only workers whose jobs are affected are those with strikingly similar
skills and background—generally earlier immigrants. High-skilled immigrant workers
complement physical capital and technology and the human capital of both low- and
high-skilled native workers. This complementarity leads to greater and more efficient
production and to economic growth, making all consumers and the national economy
better off.

This mechanism functions naturally only when labor markets are flexible. Admitting
immigrants with a mix of skills while maintaining flexible labor markets allows firms
to adapt to the labor supply. Countries benefit from engaging rather than restricting
immigrant workers.
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