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ABSTRACT

International Migration and the Integration
of Labor Markets”

This paper is concerned with the determinants and consequences of intercontinental
migration over the past four centuries. It begins with a review of the history of primarily trans-
Atlantic migration to the New World during the period of Colonial settlement. The contract
and coerced migration from Europe and Africa gave way, from the 18" century, to an era of
free European migration. The period 1850 to 1913 was one of mass migration, primarily from
Europe to North America and Oceania and from parts of Asia (primarily India, China and
Japan) to other parts of Asia, Africa and the New World. World wars, immigration restrictions
and the Great Depression resulted in a period of low international migration (1913 to 1945).
In the post-World War Il period international migration again increased sharply, but with
changes in the nature of the flows, and under the constraints of immigration controls. Europe
joined North America and Oceania as a major destination, as did the oil producing Arab
countries bordering the Persian Gulf.

The paper then explores the reasons for this international migration. Important factors include
the relative wages in the origin and destination, the cost of international migration, the wealth
to finance the investment, chain migration (kinship and information networks), as well as
government subsidies to and restrictions on the free flow of people.

The impact of international migration is explored in the context of a two-factor and a three-
factor aggregate production function. Implications are developed for the aggregate (average)
impact, as well as for the impact on the functional and personal distributions of income. The
gainers and losers from international migration are considered.

With insights on impact, a political economy approach is used to analyze the determinants of
immigration controls. The influence on policy of gainers and losers from immigration was
mediated by institutional change and by interest group politics. The long run relationship
between globalization and international migration is explored.

JEL Classification: N30, J61, J31
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Introduction

Globdization in the labor market is quditatively different from globaization of goods or
as=t markets. With internationa migration the factor of production (Iabor services) crosses nationa
boundaries embodied in individuds. As aresult, trading in goods and services and capital flows are
fundamentally different than trading in labor services (people). In Adam Smith's words "manis of all
sorts of luggage the mogt difficult to be trangported.” Neverthdess, internationa migration does
respond strongly to market Sgnds, ether legdly when the policy environment alows or illegdly
when there are atificid barriers to mobility. Internationd migration aters the labor supply and the
demographic characteristics of both the sending and the recelving countries. And it influences
economic growth, patterns of trade, income distribution and the distribution of political power within
and between countries.

In this paper we shdl illudrate thet the globdization of world markets has been of prime
economic importance in the two key eras. the age of mass migration which rose to a crescendo
between 1850 and 1913; and the era of “condrained” mass migration of the last 50 years. The
focus is on intercontinental migrations. from Europe to the New World and from parts of Asato
other areas around the globe in the late nineteenth and early twentieth centuries, and primarily from
the Third World to the Firs World and the Persan Gulf in the late twentieth century. We begin
(Section 11) by mapping out the different eras of international migration and labor mobility over the
last four centuries. In the following section (Section 111) we examine the underlying forces that drove
mass migration in the two eras of globdization. Perhgps even more important are the dfects of
migration on sending and receiving countries and the impact of these economic effects on what has
been dubbed the *policy backlash’ (Section 1V). While the fundamentas driving immigration were
amilar in the two periods, the nature, direction and consequences of the flows reflect changesin the
dructure and integration of the internationa economy. The effects of internationd migration are
conditioned both by structura changes in the world economy and by changes in policy regimes. In
turn the policy regimes have evolved in response to changing economic structures, political
developments, and migration itself (Section V). This paper concludes with an overview of migration
flows and policy in the past, and with speculation about the future



. I nternational Migration in Different Economic Eras

A) Contractsand Coercion, 1600-1790

The discovery of the Americas simulated a steedy stream of migrants (voluntary and
involuntary) from Europe and Africa. But these streams were a mere trickle compared to what
came later. At first the conditions were harsh and the economic returns were too low in relation to
the codts to make mass migration feasible. High trangport costs and the risks (both financid and to
life itsdf) and uncertainties involved ensured that only the richest and the most intrepid could bear
the cost. While the migrations of rdigious groups and other pioneers gradualy increased, their
numbers were dwarfed by those who came under contract or coercion. By the end of the 18th
century something like eight million had journeyed to the New World, but largdy as daves from
Africa (about 7 million) and convicts from Britain, or indentured servants from Western Europe,
whose migration was financed by others (see Lovegoy, 1983, pp. 478, 496). Coercion and
contracts were the chief means through which the New World recruited its labor force during this
period.

It is edtimated that about 700,000 Europeans migrated to North America and the
Caribbean between 1650 and 1780, more than half to the mainland colonies. Of these, between a
haf and two thirds came under contracts of indentured servitude (Galenson, 1981, p. 17;
Engerman, 1986, p. 271). Around 1650 a passage to America would have cost about £6, or about
five months wages for an agriculturad laborer in southern England (Eltis, 1983, p. 258). Indentured
sarvitude evolved in response to this overwhelming wedth condraint, a high ratio of codts to
income, little accumulated wedlth and weak capital markets. Under this system servants were given
free passage to the colonies and then, on arriva, sold (at an average price of about £8) to
merchants or farmers.* But by the end of the eighteenth century fixed period contract servitude for
Europeans was in decline, partly because of diminishing European supply, but more importantly,
because of the expansion of another form of recruitment: davery.

! The sale price covered the shipping cost and the comparison of this price with the present value of the
servant’s expected productivity over and above maintenance determined the length of bound labor--usually
between four and seven years--after which the servant was freed. According to one historian of indentured
servitude: “Although the institutional arrangements of the indenture system were different from those
surrounding the immigration of free Europeans to colonial America, the same is not necessarily true of the
servants’ motives. Though some of the hardships they faced may have been different, the potential rewards
were much the same for servants as for other European immigrants’ (Galenson, 1981, p. 113).



The sharp rise in dave imports from the late 17th century, firg to the West Indies and then
to the mainland colonies of the Chesapeake and South Carolina prevented the implicit wages of
indentured servants from rising (contract length faling), and dowed the growth in numbers (Grubb,
1992, p. 196). The dave trade continued to grow in the 18th century, particularly to the cotton and
tobacco growing colonies/states on the manland of North America and to the sugar growing
colonies of the Caribbean.

The abalition of the dave trade to the United States in 1807, the emancipation of davesin
the Northern United States, and the emancipation in the British colonies in 1834 ended these forced
migrations, dthough davery itsdf lasted longer. The decline in the supply of dave labor led to a
reviva of contract labor for work on plantations and in mines, this time primarily from China and
India, to South-East Asa, Africa, the Indian Ocean and Pecific Idands, the Caribbean and to North
and South America, which lasted in some cases until the start of World War | (Engerman, 1986).
While the numbers of these nineteenth century contract laborers to the New World, as well as
coerced convicts to Audrdia, were inggnificant in comparison with the movement of free migrants,
contract labor migration remained the dominant form of Iabor migration from the sending regionsin
Asa

B) The Rise of Pioneer Free Settlers, 1790-1850

The intercontinental flow of free settlers, from northwest Europe to the New World, dow at
fird, gathered pace in the early nineteenth century. In the United States the inflows outnumbered
daves by the end of the eighteenth century but esewhere the transition came later. For the Americas
asawholeit was not until the 1830s that the decada flow of free migrants exceeded that of African
daves (Table 1). And according to Eltis (1983, p. 255) it was not until the 1880s that the
cumulative sum of European immigration matched the flow of coerced labor from Africa In
Augtraia too, coerced labor declined as the proportion of free settlers outnumbered the flow of
convicts from the 1830s, dthough the absolute numbers are tiny compared with North America.

In North and South America, as well as Audtrdia, free settlers began to arrive in ever larger
numbers. Although some fled wars or sought better democratic rights and rdigious freedom, the
vast mgjority were attracted by growing prosperity and by the prospect of becoming landowners or
tenant farmers. These migrants traveled in family groups often with the intention of starting or joining



new communities at the New World's frontier.? These groups were often led by farmers, craftsmen
and artisans and they originated chigfly in north-west Europe. It is estimated that three quarters of
the English and Welsh, two thirds of the Dutch, and two thirds of those from Osnabrtick and Baden
who migrated to the United States in the 1830s were in family groups and a third d them were
children under 15 (Erickson, 1994, p. 143).

Migrants to Audtrdia needed even greater incentives and in order to attract free migrants a
policy of asssted emigration was begun in 1834. Some migrants were given free passage, either
under the government scheme or under a bounty system which provided incentives for exising
settlers to bring new seitlers to the Australian colonies® In South America too the longer journey
times and more arduous conditions, which prolonged coerced and contract |abor, delayed the onset
of free migration. Incentives in the form of free passages were used to encourage the flow of free
Settlers.

C) The Age of Mass Migration from Europe, 1850-1913

It was not until after the middle of the nineteenth century that mass nigration can redly be
sad to have taken hold. The figures for (gross) intercontinental emigration from Europe are plotted
asfive-year averagesin Figure 1. In the first three decades after 1846 the numbers averaged around
300,000 per annum, doubling in the following two decades and exceeding a million per annum by
the turn of the century. The first wave of the late 1840s was associated with famine and revolution in
Europe and the second wave with the shift in ocean transport from sail to seam. The nominad cost
of passage on the North Atlantic route remained roughly congtant (Keeling, 1999), dthough it
declined relative to average wages. But the trangtion from sail to steam cut typical trangt times from

5 weeks in the 1840s to 12 days by 1913 and to 9 days by the late 1960s.*

% Erickson (1994, p. 19-50) found that English migrants preferred Wisconsin, lllinois, Michigan and lowa to
Massachusetts or Connecticut and, that even those from industrial or urban backgrounds were attracted to
farming and often bought unimproved land.

® Under the scale issued in 1837 the bounties were £36 for aman and wife, £18 for an unmarried male or female,

£10 for a child aged 8-14, and £5 for a child aged 1-7 (Madgwick, 1937, p. 154). For the adults, certain age limits
applied. The individual sponsoring the migrant usually paid travel and settlement costs from the bounty

received. Under the government scheme, emigration agentsrecruited prospective migrants for free passages. It is
estimated that about 40 percent of all free migrants between 1848 and 1872 were government assisted.

* The data for contract prices for government assisted passages to Australia also suggest little downward trend
in nominal prices between the late 1840s and the early 1880s. But voyage times fell by 10 percent and mortality
fell by 80 percent (McDonald and Shlomowitz, 1990, 1991).



In the first half of the 19" century the dominant source of migrants was the British Ides
These were joined from the 1840's by a stream of emigrants from Germany followed, after 1870,
by a risng tide from Scandinavia and esawhere in Northwestern Europe. Emigration surged from
southern and eastern Europe from the 1880s. It came firgt from Ity and parts of the Austro-
Hungarian empire, and then from Poland, Russia, Spain and Portugal. As Figure 1 shows, these
migrants from Southern and Eastern Europe, the so-caled “new immigrants’, account for most of
the surge in numbers from the 1880s. About 60 percent of al European emigrants went to the
United States. But from the 1870s sgnificant flows developed, largely from Italy, Spain and
Portugd to South America, principaly Brazil and Argenting, that is, from Romance language origins
to Romance language destinations.”

The characterigtics of the emigrants also changed. It was no longer a“family” migration. The
mass migrants were typically young and single, and about two thirds of them were mae. More than
three quarters of the immigrants entering the United States between 1868 and 1913 were aged 16-
40 at atime when 42 percent of the U.S. population was in this age group. Among men emigrating
from England and Wades, only one in nine traveled with other family members compared with more
than half in the 1830s (Erickson, 1994, p. 143).° The migrants from any one country were
increesingly urban but remained largdy unskilled. Neverthdess, European migrants as a whole
remaned largely rurd in origin as the sources shifted towards the less developed southern and
eastern Europe.

These outflows generated flows of return migrants, smal & first (perhaps ten percent of the
outflow), but rising by the turn of the century to about 30 percent of the outflow. The extent of the
return migration varied sharply by country of origin, motive for migrating, whether it was family
based, and economic conditions in the destination and origin.  The return migration rates were very
high for some groups, for example, Itdian and Greek immigrants, and very low for other groups,

such as East European and Russian Jews who viewed themsealves as refugees and more so than

® The surge of immigrants to Brazil from the 1880s owes much to the combination of the abolition of slavery and
the introduction of free passages (Leff, 1982, p. 60). As was often the case elsewhere, subsidies to immigration
were financed by export taxes, in the Brazilian case export taxes on coffee. This intensified the linkage between
immigration and international trade.

® The change in the demographic characteristics of the migrants may well have reflected the change in where
they were to settle in the destination. With urbanization and the rise of industrial job opportunities, urban areas
replaced farming as the primary destination. While accompanying wives and children may have been an asset
for an immigrant intending to become a farmer, they may have been perceived as a liability among those
anticipating urban industrial work.



other groups migrated in a family context. In the absence of a socid safety net in the destinations,
the return flows were greater when the destinations were experiencing a recesson. The return
migrants, those returning often after only a few years, are a Sgn of the growing globdization of
labor, in part due to the steamship lowering the cost, measured in money, time and danger, of
oceanic travel. The return migrants often brought back to their home countries skills, information,
and capital acquired in the New World.

Although the discussion of the 19" century and pre-World War | intercontinental migration
has focused on the emigration of Europeans to the New World, large scale migrations were taking
place in other parts of the world. There were substantial movements within Europe itsdlf, induding
the Irish moving to Britain and East Europeans moving to Western Europe, sometimes merdy
sojourning before embarking for the New World and sometimes remaining permanently. There was
migration to Southern Africa from Europe (first by the Dutch, then by the British), South Asa and
East Africa Adans, particularly from India, China and Jgpan, were aso on the move, most often as
contract laborers, to East Africa, South East Asa, the Pacific Idands, the Caribbean region and the
West Coast of North America

D)  Asan Emigration, 19" and Early 20" Centuries

The increased globdization of the political sysem through the spread of European
colonization in the 19" century to Asia, Africa, and the Pacific and Indian Ocean idands resulted in
increased intercontinental trade, with sugar, rubber, jute, tin and other primary products being
produced in the colonies, much of it for export to Europe and North America
The edtablishment of colonid plantation agriculture and mining, and the development of
trangportation and communication, increased the demand for low-cogt pliant labor. In the absence
of davery, colonid governments and business enterprises sought fresh sources and indruments to
attract the labor for these activities. The new source became Asa, and in particular India, Chinaand
Japan. The new ingrument was a return to an earlier means of financing migration--indentured
servitude or contract |abor.

Asa offered a large supply of low-cost unskilled labor, but even with the lower cost of
international migration in the 19" century than in earlier centuries, Asian laborers were too poor to
finance the move. Indentured servitude or contract labor was introduced both to finance the

migration and to provide the information networks to match workers to jobs. The contracts (for



Indian workers) were typicaly of five years duration. At the expiration of the contract some of the
workers had accumulated the resources to return home. Y et the poverty that drove them to become
indentured servants remained, and for India, so to did the repressive caste syslem. Most indentured
servants (perhaps three quarters in many times and places) remained where they were, acquiring
some land, working part time in the plantations for wages, or migrating to urban aress. As aresult,
Asan communities began developing in East and South Africa, North America, Latin America, and
Oceania, and nor-indigenous Asian communities developed in South- East Asa.

One of the largest of these intercontinental indentured servant migrations was from India
Thiara (1995) reports that in the 80 years of the formal indentured servant system (1830 to 1916)
over one million Indians were trangported oversess to further the British god of Empire building,
and indirectly the globaization d the economy. Over one-hdf million Indian indentured servants
went to Mauritius, another haf million went to the Caribbean (primarily the south Caribbean,
Trinidad, British Guiana, and Surinam) with smaler numbers going to Fiji in the Pacific Ocean, Nad
in South Africa, and East Africa (Thiara 1995 and Vertovec 1995). Another group of Indian
international migrants were the Sikhs who were recruited into the British India Army after the 1857
Punjab Mutiny (Tatla 1995). Considered by the British to be a“martia race,” many Skhsserved in
the British Army in Sikh units and were posted in various parts of the Empire, often remaining when
their tour of duty ended. Others served in British police and security units in various parts of the
Empire.

China was another mgor source of Asian labor, with indentured servitude contracts being
most prevaent from the 1840's to the 1920's. In addition to the poverty and demographic
pressures prevdent in India, China experienced far more politica turmoil. The indentured servant
system was less formdized in China than in India, and in addition to the indenture servant contract
for afixed period, a “credit —ticket sysem” was used in which the loan of the ticket money was to
be repaid. While the Chinese government’s official podition was to oppose emigration, its political
weakness prevented it from enforcing its will. The Chinese indentured servants were to be found in
many sectors, including Maay tin mines, Cuban sugar plantations, and railroad congruction in the
United States. When the contracts ended some returned to China, while others remained forming
the nucleus of the emerging Chinese communities (Chinatowns) in South-East Asa, the Caribbean
and North and South America



Japan, too, was a source of emigrant labor, with somewhat less than one million emigrants
from the mid-19" century to the early 1930s (Shimpo, 1995). Labor recruiting agents and the labor
contract system were used. The Japanese workers went to Hawaii and the mainland United States,
aswdl asto South America, primarily, Peru and Brazil, as indentured servants or as recruited free
immigrants.

Competition between Asan laborers and white workers, particularly in Cdifornia, led to the
fird redrictions on immigration to the United States based on country of origin. The Chinese
Excluson Act of 1882, and its subsequent amendments, barred Chinese laborers from entering the
United States. With the annexation of Hawaii by the United States in 1898 and with the 1908
“Gentleman’s Agreement” between the governments of Jgpan and the United States, the emigration
of Japanese workers to the U.S. ended. Legidation in 1917 created the “Agatic Barred Zone’
which effectively prohibited the migration to the United States of persons from Asa (including the
non-Asan born descendants of Asans), with the exception of the Asan Middle East.

In other regions the demand for indentured servants declined as changes in technology
reduced the demand for unskilled labor in plantation agriculture and as smal-scale farms owned by
freed indentured workers and their descendants produced the crops,. The disruption of the world
economy in the two world wars and the Great Depression further disrupted internationa migration
from less developed to other less developed regions. Post-WWII movements for independence
among the colonies in Asa, Africa and Oceania reduced the political acceptability of low-skilled
foreign workers with ethnicities different from that of the indigenous populations.

The colonid inspired Asan migration to various corners of the globe had long-term
economic and politica consequences. Their presence provided a subgtitute for or competitors for
indigenous labor. Tensons between the Asian indentured servants and their descendants on the one
hand, and the indigenous populations on the other hand, persisted throughout the migration period
but were held in check by the colonid powers. With the trangtion to independence after World
War Il came viodlent conflicts among ethnic groups. Conflicts between Indian-origin and African
peoples in Eagt Africa, between the Indian-origin and native Fijians, and between the Chinese and
native Mdays and Indonesians, among other conflicts, have harmed their economic development,
and ended this form of mass migration. Thus, a consequence of the post World War I
independence movements that resulted in the demise of European overseas empires, in particular the



British Empire, was the decline in international migration and the globaization of labor markets
within the Third World.

E) War, Depression and Restriction, 1914-1945

Mass migration fdl sharply as war and depresson hdted the globdization trend and
immigration policies entered a new age of redriction (see further below). In the United States, the
quotas enacted in 1921 and 1924 favored the countries of north-western Europe and bit deepest
into emigration from southern and eastern Europe (Figure 1).” While the quotas were binding in the
1920s on new immigrant nationdities, a number of old immigrant nationdities fell below the quotas.
In the depresson of the 1930s, with few exceptions, even new immigrant nationdities fell below
quota (Gemery, 1994, p. 180).28 Emigration restrictions, introduced by some countries, such as the
Soviet Union, dso limited opportunities for internationa migration.

Immigration to other destination countries fell less sharply as compared with before World
War |. The share of the U.S. in intercontinental emigration from Europe was 51 percent in 1921-25,
and 32 percent pf a much smdler totd) in 1931-35, in pat because of the U.S. limits on
immigration. Some southern European migrants were diverted to Brazil and Argenting; the latter
recaiving 3 million in the 1920s, dthough as many as 2 million returned. But emigration from
everywhere in Europe fdl in the 1920s, with the exception of Poland and other Eastern European
countries. And gpart from Jewish emigration from Germany, the economic maglstrom of the 1930s
completed the process of de-globdization of the internationd labor market. Indeed in some years
during the Depression of the 1930's the return migration to Europe exceeded immigration, resulting
in anegative net migration rate to the United States.

F) Constrained Mass Migration, 1946-2000

The post-World War 11 period has seen a dramatic decline in the codts of travel as a result
of the shift from sea to air travel. It dso has seen a decline in the cost of information and
communication that has dso lowered the cost of international migration. After the popuation
didocations following the Second World War, intercontinenta migration resumed, initidly on a
pattern smilar to before the First World War. The “breaking” of family ties that often characterized

" While immigrants from the new source countries were four fifths of U.S. immigrants in 1910-14, they were
allocated only one fifth of the quota enacted in 1924 (and implemented in 1929) (Kirk, 1946, p. 84).

® This was not always due to a lack of interest in migrating to the United States. Administrative rules were used
by the U.S. authoritiesin the 1930s to restrict the immigration of German Jews.



pre-WWI immigration has become less rlevant in the post-WWII period. Y et the flow of migrants
has been partidly controlled by immigration policies introduced in the mgor recalving countries
earlier in the century. Immigration policies changed sharply in the 1960s in the U.S., Canada and
Oceania, with a shift away from quotas that favored immigrants from Northwest Europe.

As Figure 2 shows, totd immigration to North America and Oceania rose gradudly to a
million per annum in the 1990s. Although the absolute numbers are smilar to those in the age of
mess migration about a century eerlier, reative to destination country populations, they are much
gndler. Thus the annua immigration rae to the United States fell from 11.6 immigrants per
thousand population in the first decade of the 20" Century, to 0.4 immigrants per thousand
population in the 1940s, risng again to 4.0 immigrants per thousand population in the 1990s. The
proportion of foreign born in the population was 15 percent in 1910, faling to alow of 4.7 percent
in 1970; then with the growing post-war immigration increasing to 8 percent in 1990 and 10 percent
in 2000.° Although the immigration rate is lower than a its peek in the first decade of the 20"
century, its contribution to population and labor force growth is Smilar because the rete of naturd
incresse has aso declined.

There were three key structurd changes in the pattern of intercontinental migration. The first
was the decline in Europe as a source of emigrants and the rise of Asa as a source of immigrants.
As Figure 2 shows European emigration to North America and Oceania declined from the 400,000
in the early 1950s to less than 100,000 per annum in the early 1990s. In part this reflects a
resurgence of migration within Europe. Thus, for example, the share of emigrants from Portugal
moving within Europe rose from 1.5 percent in 1950-54 to 57.1 percent in 1970-74 (United
Nations, 1979). Migration within Europe (including Turkey) grew rapidly in the early postwar years
through 'guest-worker' systems, particularly in Germany where, by 1973 one in nine workers was
foreign-born. For Western Europe as a whole, foreign nationals increased from 1.3 percent of the
population in 1950 to 4.5 percent in 1990. Including the foreign born who had become naturaized
would double this figure (Stalker, 1994, p 189-90).

In more recent decades Western and Southern Europe has become a destination for
immigrants from Asia, the Middle East and Africa, and since the demise of the Soviet Union, in the
1990s Western Europe has experienced migration from Eastern Europe and the former Soviet

° The proportion of the foreign born in the population is influenced not only by immigration inflows but also by
“exits,” whether through re-migration or through death.
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Union. As aresult net immigration to the European Union (EU) rose from 200,000 per annum in
the 1980s to over a million in 1989-93, fdling again to 640,000 per annum in 1994-98. Thusin
terms of inflows, the EU has now surpassed the United States, and by more if illegd immigration is
included.

The second key dructural change was the trandformation of Latin America from a
degtination to a source region, the mirror image of Europe's (and Jgpan's) transformation from a
source to a destination. Between 1960 and 1980 the stock of immigrants in Latin America and the
Caribbean who were born outsde the region fdl from 3.7 million to 3.0 million, while Latin
Americans and Caribbeans residing outside the region increased from 1.9 million to 4.8 million. The
changing sources of immigrants to the United States is particularly ingructive (Table 2). Whereas
more than 4 out of 5 immigrants even as late as the early post WWII years came from Europe and
Canada, in recent years less than one-in-five come from there. About half now come from Latin
America, nearly equaly split between Mexico and the rest of Latin America and the Caribbean.

The third key structura change for the countries of overseas settlement during the post-war
period was the increase in immigration from Asa, from negligible numbers to a large flow, and the
beginnings of immigration from Africa (Teble 2). The Adan migrants are coming from India,
Pekistan, China, Korea, the Philippines and Vietnam, among others places. The pattern of Asan
immigration was dso obsarved in Europe, with the addition of African and Middle Eagtern
immigrants. Among five main European destination countries, immigration from developing countries
rose from 97,000 in 1975-79 to 225,000 in 1990-93.'° For Germany aone, between 1975-79 and
1990-93 immigration from Northern Africa and Western Asia rose from 20,000 to 67,000 per
annum, while those from Sub- Saharan Africarose from a mere 1,200 to 22,000 per annum.

G) Contract Workersin the Persian Gulf, Post-1970

In the post- World War 11 period amagor current of international migration emerged around
the Pergan Gulf. The development of oil production and exports in the countries bordering the
Pergan Gulf, particularly the thinly populated Arab countries such as Saudi Arabia, Kuwait, Bahrain
and the United Arab Emirates, led to a large increase in the demand for foreign workers in the
congtruction, trade and low-skilled service indudtries, as well as for more highly educated foreign

workers, such as teachers, engineers, and doctors. Initidly this demand for imported labor was

10 United Nations, 1997, p. 32-3. The five countries are Belgium, Germany, the Netherlands, Sweden and the
United Kingdom.
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satisfied by temporary contract workers from nearby parts of the Arab world — Egyptians,
Pdedtinians and Y emenis, among others.

After the formation of the Organization of Petroleum Exporting Countries (OPEC), the
redigribution of price-setting powers for crude oil from the Western-owned oil companies to the
exporting countries, the continuing increase in world demand for oil, and the 1973/74 oil embargo,
crude ail prices reached unprecedented heights. The revenues from exported oil from the Arab
dates that were members of OPEC increased from less than $200 billion in 1971-75, to over $600
billion in 1976-80 (Abella, 1995, p. 418).

The result was an extraordinary incresse in the demand for foreign workers. While workers
from other Arab states continued to move to the Persan Gulf as contract workers, they were soon
far outnumbered by millions of temporary workers from nearly al parts of Asa— South, South East
and East Asia, with the sources moving eastward over time* The annua flow of Asan workersto
the Middle East increased from less than 100,000 in 1975 to nearly one million in 1991. The share
from Pekistan and India decreased from 97 percent in 1975 to 36 percent in 1991, and the share
from South East and East Asa and from Bangladesh and Sri Lanka increased to 42 percent and 22
percent, respectively, in 1991. By 1990 the stock of Asian workers had grown to about 400, 000
in Kuwalit, to nearly one-hdf million in the United Arab Emiraes, to over 1.5 million in Saudi Arabia
and to over 3.5 million in the entire Gulf region (Abella, 1995).

The Asian workers come under short-term contracts (generaly only one to two years).
Private agencies were established in the sending countries, but some governments (e.g., South
Korea and the Philippines) were actively promoting contracts for their construction companies and
workers. The sources adso shifted. Contract workers from South Korea reached a peak in 1982 of
nearly 200,000 and then declined sharply, while those from the Indian subcontinent and Indonesia
followed arising trend (United Nations, 2000, pp. 62, 110)

The initid shift from Arab to Adan labor arose in part because of their lower labor cogts,
but aso because the recelving countries wanted foreign workers that would not settle permanently
and who would be less of a demographic, culturd and political threat to the indigenous population
than other Arabs, who were more difficult to segregate while in the country and to repatriate. The
“eastward’ movement in Ada of the sources of migrant workers was an attempt to diversfy ther

origins to prevent any one group from dominating.  For the sending countries, of course, the
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arrangement provided benefitsin the form of higher wage jobs for many of their nationdls, contracts
for ther condruction firms and substantid foreign exchange in the form of remittances and
repatriated wages and profits. (Amjad 1989).

As areault of the Iragi inveson of Kuwait in 1990 and the resulting Persan Gulf War
(1991), many Arab workers (particularly Paestinians and Y emenis whose leaders sded with Irag)
left or were expdled from the Arab Persan Gulf gates. Primarily for politica reasons, the reliance

on Asian as distinct from Arab workers has since increased even further.

[Il.  What Drives Mass Migrations?

A) Explaining Migration Streams

Mass migrations are driven by economic incentives and numerous studies testify to that fact.
The era of mass migration before the First World War, when international migration was relively
unfettered by redtrictions, isagood time to examine the forces that determined patterns of migration.
The bias towards certain emigrant characterigtics reflects the economic caculus underlying their
migration. While the young and single might be more adventurous and enterprising, and had fewer
ties (investments) specific to their origin and hence alower cost of migration, they aso had the most
to gain from the move. By emigrating as young adults, they were able to regp the gains over most of
their working lives while minimizing the codts of earnings foregone during passage, job search and
adjusgment in the destination. By moving as single adults they were aso able to minimize the direct
cods of the move. Unskilled emigrants adso had little technology- or country-specific human capita
invested and hence stood to lose few of the economic returns from such acquired skills. The
transoceanic migrations from Europe dso sought to minimize te loss of language capitd, with
migrants to South America more likely to come from Romance language countries, while those from
the British Ides favored North America

What accounts for fluctuations in migration streams? Since the pioneering study of Jerome
(1926), there have been many dudies amed at identifying the economic forces determining the
uneven flow of migrants from Old World origins to New World destinations. The older literature
was preoccupied with measuring the influence of “push” forces in the origin countries versus “pull”

forcesin the destination, and with the rdlative sgnificance of variables representing job opportunities

" For studies of the impact of this labor migration on the sending countriesin Asia, see Amjad 1989.

13



(as measured by indices of production or employment) versus red wage rates® More recent
sudies have used an economic decison-making framework where potentia emigrants compare
expected future streams of income a home and abroad. Following Todaro (1969), expected
income depends on the wage rate and the probability that the migrant will find a job. Because
migrants are risk averse and because greater uncertainty attaches to the probability of employment
(especidly in the degtination) than to the wage rate, and because of greater cydlica fluctuation in
employment among new immigrants than among natives, employment outcomes teke a greater
weight in the timing of migration decision.™

Strong empirical support for this approach has been obtained for annud time series
emigration rates for a number of European countries in the late nineteenth century (Hatton and
Williamson, 1998, Ch. 4). The results indicate that wage rates and employment rates, both at home
and in the dedtination dl help explain the year to year variations in emigration rates. Employment
rates had a powerful effect, particularly those in the destination. The fact that short-run emigration
rates are S0 volatile, and correspond so closaly to booms and dumps, may seem surprising at first
sght. Given that migration decisons are based on comparing future expected lifetime earnings, one
might expect thet short run changes, quickly reversed, would have little effect on this long run
comparison. The volatility can be explained by the option vaue of waiting. While the net present
vaue of migration today may be pogtive, it might be higher next year if conditionsin the destination
are expected to improve® Moreover, when migrants are constrained by limited wedth, the
resources to finance the migration and adjustment maybe very sengitive to short-run factors. Hence,
even where the decison to become a migrant is based on long run country differences in
employment and wages, the timing of the actud moveis closdy correated with cydlicd fluctuations

in source and destination countries.

2 The literature up to the 1970s was critically reviewed by Gould (1979) who pointed to the lack of consistency in
the results of different studies.

 This model is derived in Hatton (1995). A case can also be nade for stronger real wage effects in the
destination than the origin. A dollar increase in the wage in the destination has income and substitution effects
that encourage migration, while a dollar decrease in the wage in the origin has a substitution effect favoring
migration but an income effect which discouragesit.

¥ The option value of waiting is also incorporated in the equation dynamics (Hatton, 1995). Simulations which
abstract from cyclical effects and eguation dynamics reduce the coefficient of variation of predicted emigration
rates for Sweden, Norway and Denmark by between half and two thirds (Hatton and Williamson, 1998, p. 73).
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While unemployment rates were a powerful short run determinant of emigration, the long run
trends are determined more by changesin the wage ratio. For emigration from the UK, a permanent
increase of 10 percent in the foreign to home rea wage ratio would increase the gross emigration
rate by 1.9 per thousand in the long run and the net emigration rate by 1.4 per thousand. The
oversess real wage was 69 percent higher than the home wage on average over the period and the
present value of the wage gains far exceeded the costs of passage™ Partly this reflects the costs of
location-specific human capitd induding job-reated skills and labor market information. It also
reflects the compensating differential needed to offsat the psychic cost of separation from family,
friends and community.

Conggtent with this, the other most important varigble explaning emigration rates is the
gock of previous emigrants living in the destination. The migrant stock captures the chain migration
effect where “friends and relatives’ who have previoudy migrated generate new migration by
lowering the costs and uncertainty of migration.'® This proves to be a very powerful effect and it
explains much of the long run perdstence in emigration sreams. In Itdy, for example, cumulative
previous emigration helps to explain why emigrants from the north continued to migrate to South
America despite a subgtantid wage differentia favoring North America. Thus the shift in the
compodtion of Itaian migration to North America occurred only gradually between the 1870s and
1913 (Hatton and Williamson, 1998, Ch 6).

B) Long Run Trendsin Migration, 1850-1913

What explains why some countries produced few emigrants and some produced many?
And why did emigration rise for some countries and decline for others? Table 3 illustrates the wide
range of experience for Eropean countries for decade average gross emigration rates in the age of
mass migration. The highest rates were for Irdland, averaging 12 per thousand between 1850 and
1913. Norway and Sweden had rates approaching five per thousand from 1870 to 1913, while

' This is a weighted average of real unskilled wage rates in the United States, Canada and Austraia relative to
the real unskilled wage rate in the UK. The estimates imply that, holding other variables constant, a wage gap of
27 percent would just eliminate net emigration.

'® Consider a destination country D that has no immigrants from the origin country Y. The first immigrant from Y
to D may be indifferent among a set of equally attractive destinations within country D. If one destination is
chosen, say at random, that destination becomes more attractive than othersin D for future arrivals from country
Y. The original settler’s presence provides lower cost information and ethnic-specific goods and reduces
information uncertainty. Future migrants from Y to D are no longer indifferent among the alternative destinations
in D. The formation of immigrant “enclaves’ is a nearly universal characteristic of massimmigration flowsand is
not necessarily a sign of “clannishness’ but rather as a response to economic incentives and opportunities
(Chiswick and Miller 2001).
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those from Germany and Belgium were under two per thousand, and that for France was close to
zero. These emigration rates dso display different trends. Emigration from Irdland declined from the
1860s, and from Germany and Norway it declined from the 1880s. Almogt a the same time,
emigration rates from Italy and Spain began a steep ascent, a trend which was hdted only by the
outbreak of war in Europe.

Various theories have been offered to explain this wide range of experience. Different
dudies have stressed the effects of demographic forces, relaive income incentives, sructurd
change, poverty and backwardness in agriculture and the spread of information about emigration
opportunities, among other things (Lowell, 1987, Ch. 2). Recently assembled datafor internationaly
comparable readl wage rates makes it possble to include read wage ratios between source and
degtination countries to explain the emigration rates displayed in Table 3. Red wage ratios aone,
however, have only a weak inverse corrdation (- 0.20) with gross emigration rates. Other variables
must be included which systematicdly shifted the emigration function. One of these is the growth in
the population in the emigration age group, as measured by naturd increase 20 years earlier. This
captures the hypothesis first put forward by Easterlin (1961) that the demographic trandtion in
Europe drove emigration. Another variable is the share of the labor force in agriculture, reflecting
dructural change--a variable that the literature suggests could have conflicting effects. One argument
has it that growing population pressure on limited landholdings generated emigration. Alterndively, it
has been argued that rurd populations were less internationaly mobile than urban populations,
which have often dready been uprooted from their rurd origins. Findly, as noted earlier the effects
of friends and relatives providing information, supplying pre-paid tickets, reducing the costs of job
search and lowering the cost of “ethnic goods’ is reflected in the emigrant stock (per thousand of
the population of the source country).

These variables have been included in an econometric analyss of the emigration rates in
Table 3 (Hatton and Williamson, 1998, Ch. 3). The result implies that ten percent rise in the
dedtination to source wage raio generaes a rise in the emigration rate of 1.3 per thousand
population in the origin, when controlling for the lagged dependent variable, among other variables.
In the long run the share of the labor force in agriculture has awesk negative effect, suggesting thet,
on balance, agricultura populations were less mobile internationdly than urban populations. By
contrast, the lagged naturd increase in the populaion has a powerful effect, with emigration
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increasing ly about haf of dl births in excess of the number needed for a stable population. It
should be noted aso that this was not the result of alabor force boom pushing down the wage rate,
gnce this effect is dready taken into account through the wage ratio. Rather it was a direct
demographic spillover into emigration which prevents an even sharper fdl in the origin wage rate.
Findly, controlling for the lagged emigration rate, the migrant stock abroad gives an effect which
implies that for each thousand previous migrants, afurther 20 were pulled abroad each year.”’

One important fact that theories of emigration must explain is this during the onset of
modern economic growth in Europe national emigration rates often rose, gradudly at firt, reaching
a pesk and then declined. This ‘life cyce of emigraion has been identified for a number of
European countries prior to World War |. The influences just examined can help explain this
pattern. Figure 3 presents a stylized picture of the European emigration cycle based on (quadratic)
trends in the explanatory variables and the (long run) coefficients of the emigration equation.™® Rising
incomes that relaxed the “wedlth congraint” provided resources to finance migration. Demographic
growth, a declining share of the labor force in agriculture, and the consequent growth of the stock of
previous emigrants together increased emigration by about 4 per thousand in the upswing of the
emigration cycle. But the narrowing wage gap, as red wages in Europe converged on those of the
New World, had a countervailing effect. Eventualy the pesk was passed as continuing red wage
convergence overcame the weekening effects of indudridization, demographic boom and the
migrant stock.

These results are confined to Western Europe and they exclude Eastern European
latecomers to mass migration. In these least developed countries and regions, despite the large
incentive to emigrate, those who had the most to gain were smply too poor to finance the move.
Thus some growth in wages and income was a precondition for Eastern Europe to enter into mass
migration - an effect which has aso been usad to explain the late surge in emigration from Itay (Faini
and Venturini, 1994). On average, across Western Europe, the poverty constraint was not
important snce there was no additiond positive effect for the home red wage. Once a migration

Y This effect is much smaller that that typically obtained from estimation on annual time series. When using
decade average data a part of the friends and rel atives effect will be picked up by the lagged dependant variable,
since recent emigrants are likely to be the most important.

'8 The trends in the explanatory variables were obtained by regressing each of them on a variable which gives a

numerical value to the stage of the emigration cycle for each country (and its square). For further details, see
Hatton and Williamson (1998, p. 47-49).
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flow became established, the help of friends and relatives who had previoudy emigrated, served to
atenuate the poverty congraint. This would help explain why emigration could be so high from a
country like Irddand and o low (at least until the end of the 19" century) from the south of Itay, an
equaly poor region. In the Irish case, the greet famine of the 1840s effectively gected amillion Irish
migrants, who formed a substantid migrant stock, particularly in the United States. With the poverty
congraint substantidly attenuated, emigration from Irdland was large in the 1850s and 1860s but
decreased as real wages in Ireland rose relative to those abroad. By contrad, in Itay, emigration
increased as growing incomes a home and the growing migrant stock together gradualy eased the
poverty congtraint.

C) Trendsin Migration since 1950

It seems likely that the same factors that drove mass migration n the late nineteenth and
early 20" centuries can help explain the changing composition of contemporary  internationd
migration. The dramatic convergence of income and earnings in Europe, especidly southern Europe,
during the so-called golden age from 1950 to 1973 helps explain the sharp drop in the share of
European migrants to the New World (Figure 2, Table 2). The rise in immigration from Asa
coincides with the beginnings of the “Asian miracle€’ of economic growth and the fall after 1975-84
in Adan gowth rates. As Table 4 shows, the growth of the emigrating age cohorts in these regions
aso contributed to the swings in the compaogtion of migration. In Europe and in Ada, the growth of
population aged 20-29 dowed after 1975 (United Nations, 2000, p. 61). By contrast in Africathe
population in this age group continued to surge--a fact which dearly influenced inter-African
migration (Hatton and Williamson, 2001).

Of course, snce the Second World War immigration has been heavily congtrained by
guotas and other regulations. Thus migration pressures cannot be so clearly observed and trends in
the sources of immigration may largdly reflect immigration policy. The end of country quotas for
Europe based on nationd origin and the end of the virtud ban on Adan immigration in North
America and Oceania in the 1960's broke the pre-exising link between dlocated quotas and
nineteenth century European immigration, and opened the door to immigration from Asa (see
further below). Subsequent legidation further atered the country composition of the quotas and
dtered the rules governing employment-based immigration.

Where these condraints were absent, economic influences clearly shaped the pattern of
immigration. Jasso, Rosenzwelg and Smith (2000) analyzed those obtaining immigrant visas as
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husbands of United States citizens by country of origin, as spouses of U.S. citizens are not subject
to numerical regtriction. They found that, for the years 1972 to 1990 per capitaincome in the origin
country had a negative effect on the number admitted, while origin country education had a positive
effect (2000, p. 219). For Austrdia, Cobb-Clark and Connolly (1997) examined an ex ante
measure of immigration: the gpplications for skilled immigration visss™ They too found that redl

GDP rdios as wdl as rdative unemployment rates between home and dedtination countries
determined the flow of gpplicants.

Economic forces dso explain ex post (policy congtrained) outcomes. In their study of post-
war immigraion into Germany (1964-1988), Karras and Chiswick (1999) demondtrate that
immigration was determined by short-term cyclicd phenomenon, as measured by unemployment
rates, and by long-term factors as measured by incomes per capita, in both Germany and the
sending countries. The lagged net migrétion rate, representing chain migration effects, was aso
highly statistically significant and important. For the United States and Canada, Kamemera et. d.,
(2000) find evidence that incomes, unemployment, population and a variety of other economic
variables influenced rates of immigration across source countries and through time. Other evidence
points to the immigrant stock as the most important single determinant of the country composition of
U.S. immigration (Yang, 1995, p. 119). This reflects the fact that, snce 1965, kinship to a U.S.
citizen or resdent dien is the Sngle most important channd of entry.

The famines and revolutions that caused spurts of migration in the nineteenth century adso
have postwar pardlds. In Africacivil warstypicaly displaced 64 per thousand of the population per
year across international borders while government crises, coups detat and guerilla warfare had
somewhat smdler effects (Hatton and Williamson, 2001, p. 11). Some political upheavas rave
generated large flows to the developed world. The fdl of Saigon in April 1975, produced a large
scale exodus of refugees from Vietnam, Laos and Cambodia to the United States, and twenty years
later, the disntegration of Y ugodavia generated large flows to the European Union. Y et the numbers
seeking asylum in developed countries is dso influenced by economic factors. Applications to
Germany for asylum in 1984-95 from 17 Third World countries were influenced by relative incomes
and by the exiding migrant stock, as well as by terror and armed conflict (Rotte, Vogler and
Zimmermann, 1997). Interestingly, they also responded to economic conditions and asylum policies
in France, suggesting that even asylum seekers compared dternative destinations.

9 Of course, applicationswill be influenced by the anticipated outcome and hence by immigration policy.
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Given that the same variables influenced internationa migration flows before 1914 and after
1950, how different are the magnitudes of the effects? There are redly two questions here. Firg, are
the uncongtrained effects the same now as then? And, second, how much difference does policy
make? Net emigration from African countries, largely across the porous borders within Africa,
provides one benchmark (Hatton and Williamson, 2001). Estimates on pand data from the 1970s
to 1995 indicate that aten percent rise in the foreign to home wage ratio increased net out-migration
by 0.9 per thousand as compared with 1.3 per thousand in late nineteenth century Europe. The
demographic effects, though not directly comparable, are just as powerful as they were in late
ningteenth century Europe. Thus one piece of evidence suggests that the relevant dadticities for
uncongtrained emigration have not changed much between the two eras.

The effects of immigration policy in atenuating economic effects can be illustrated by
comparing estimates for emigrants from the UK since 1975, when they faced immigration controls,
with those for 1870-1913 (Hatton, 2001; Hatton and Williamson, 1998, p.65). The "friends and
reaives' effect operates even more powerfully now than in the late nineteenth century since it has
been reinforced by family reunification policies. Each thousand of the migrant stock generates
between 50 and 100 percent more new migrants per year in the postwar period as compared with
before 1914.% By contragt, the effect of source country unemployment is between afifth and athird
as large and relaive income between a tenth and a fifth in the recent period as they were before
1914. Thus the impact of immigration policy is to act as a filter which enhances immigrant stock
effects and mutes wage and employment effects on internationa migration.

Such orders of magnitude are a best a very rough approximetion of the effect of policy. But
neverthdess they suggest that liberdizing bariers to migration would dramaticaly alter the
demographic landscape, partly because of the increase in responsiveness to incentives and partly
because of the magnitude of those incentives. In the late nineteenth century New World red wages
were double those in Western Europe; today real wages in the Firs World are five to ten times
those in the Third World. Consarvative estimates of the effect of expanding the EU to include the
ten Centrd and Eastern European accession candidate countries (with income levels 40 percent of

those in the EU), suggest a wesward movement of 3 million people into the exiging 15 EU

% Because of differences in model specification the coefficients estimated for the two periods are not strictly
comparable. In particular the pre-1914 model includes lags while the post-1974 model does not. The range of
magnitudes reflects the difference between using short-run and long-run coefficients from the pre-1914
estimates.
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countries within 15 years (Bauer and Zimmermann, 1999). Liberdizing immigration from the Third
World is likely to produce much larger effects, both rdatively and absolutely, effects which would
cumulate as rigng immigrant stocks in the degtination and risng red wages a home relaxed the
poverty congraint.

D) [llegal Immigration

As areault of immigration policy the demand for visas by potentid immigrants exceeds the
supply made available by the immigrant receiving countries. The result has been queues for visas of
increasingly length in the immigrant receiving countries, such as the United States, that ration, in part,
by queuing, and a growing population of illegd diens in the developed immigrant receiving
countries? Theillegd diensinclude persons for whom the cost of obtaining alegd visais very high,
for whom it is not possible to obtain avisa, or who are jumping ahead in the queue. While some of
the host countries experiencing large illegd immigration are New World countries of overseas
Settlement, such as Audtrdia, the United States and Canada, others are traditional countries of
emigration that in recent decades have been experiencing pressures for in-migraion, such as
Western Europe and Japan (OECD 2000, Weiner and Hanami 1998).

Theillega workers, for various. reasons, tend to be very low-skilled (Chiswick 2001). This
aisssonly in asmadl part from the tilting of legal immigration opportunities in favor of highly-skilled
goplicants. More important has been the increase in wedth and information that facilitates illegd
migration even among low-skilled workers in the developing countries of Latin America, Asa and
Africa, and the greater difficulty high-skilled workers would have relative to those of low-skilled
workers in masking their illegal status and in securing and maintaining employment comparable to
thear <kill levd. Low skilled jobs are less likey to require licenses, cetifications and other
documentation that might reved on€' slegd status. The issue of the transferability of skills acquired
inthe origin isfar more relevant for skilled workers than for those with few if any skills. Illegd diens
arelesslikey to bring dependent family members with them as this would increase the probability of
their illegd status being detected. As aresult, they are more likely to move back and forth between
the origin and degtination. For skilled workers there is a cost to thisin the form of |ocation-specific
skills depreciating when they are in the other location, whereas for workers with perfectly
internationaly transferable skills, or more likely, without skills, this depreciation does not occur. I
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illegd dien workers are largdly confined to low-skilled jobs in the destinations, the wage differentia
between the origin and destination is much larger for low-skilled than for hightskilled potentid illegd
migrants.

The policy response has been three-fold (OECD 2000, Chiswick 2001). One has been to
incresse border enforcement. Although this has reduced what would otherwise be the flow of illegd
aien workers, the borders have been porous. Even idand nations, such as the UK and Japan, have
discovered that liberd democracies cannot sed heir borders. A second response has been to
improve the effectiveness of interior enforcement, mainly by imposing pendties on the employers of
illegd diens. Although “employer sanctions’ have been adopted in many countries, including the
United States in the 1986 Immigration Reform and Control Act, they have been & most weskly
enforced, as have other ingruments intended to enforce immigration law away from the borders.
The third response has been to convert illegal workersinto legad workers through amnesties. Many
of the countries recaiving illegd diens have “regularized” their satus, often in a series of amnesties.

The United States had the largest amnesty program. Under the provisons of the two
amnesty programs in the 1986 Immigration Reform and Control Act nearly three million individuas
received legad datus, primarily low-skilled workers from Latin America and their family members
(Chiswick 1988). Although the combination of amnesty and employer sanctions was supposed to
“wipe the date clean” (amnesty) and “keep it dean” (sanctions), illegad immigration to the United
States has continued unabated and it is estimated there are again about five to seven million illegd
diens, primarily low-skilled workers, living in the United States.  In the late 1990s, the very tight
labor market, the growing size of the illega dien population, and the difficulty private sector [abor
unions have had in maintaining their membership base have resulted in a cal from many quartersin
both mgor political parties for another amnesty. The political pressure for another large amnesty
diminished with the dow- down in the economy in 2001 and the terrorist attack by diens in
September of that year.

High income liberd democracies are in a quandary. They offer wage opportunities that are
high by the standards of the sending countries. The increase in wedth in the origin countries, the
lower cogt of trangportation and communication and hence the lower cost of information about
dternative destinations and the ease of staying in contact with the origin, and the emergence of new

% During the earlier era of mass migration, with few restrictions on entry prior to WWI, illegal immigration was
not asignificant issue. Thefirst significant member of illegal aliensin the United States were of Chinese originin

22



immigrant enclaves have spurred incentives for low-skilled migration. Lega barriers are introduced
in part “to protect” low-skilled native workers from this competition in the labor market, aswell as
in the markets for public income transfers and low-cost housing. Y et these legdl barriers, including
employer sanctions, are not fully effective. Liberd democracies will not adopt the draconian
measures that would be needed to prevent illegal migration or discourage its permanence once it
occurs. Because of the negative externdities and socid problems associated with a population living
and working at the margins of or outsde the law, amnesties are introduced. Yet, rather than
“wiping the date clean” amnesties do not address the causes of the growth of the illegd dien
population, but they do encourage others to become illega migrants as once ingituted amnesties
offer the progpect of future amnesties.

V.  Thelmmigrant Impact

A) Real Wage Convergencein the Age Of Mass Migration

One of the most important questions both in the pre-World War | era and in the post-
World War 11 erais the effect of immigration on the earnings and incomes of non-migrants, in both
destination and source countries. Internationa |abor mobility, as well as the mohility of capitd and
tradeable goods, should tend to bring about a convergence across countries in rea wage rates for
workers of a given levd of ill in the absence of other factors that generate divergent wages.
Purchasing power parity adjusted unskilled rea wage rates for Old World and New World
countries show that real wage rates did indeed converge. Between 1870 and 1913 the coefficient of
variation across 17 countries fell from 0.50 to 0.43: among the same 17 countriesit fell from 0.45in
1950 to 0.33 in 1987.% The conjecture that mass migration played a part is strengthened by the fact
that most of the convergence in the late nineteenth century is accounted for by the eroson of red
wage gaps between the Old and New Worlds, rather than among Old World countries or anong
New World countries. New World wage rates were higher than those in the Old World: by 136
percent in 1870, by 100 percent in 1895, and by 87 percent in 1910. In red wage terms the Old
World caught up quite a bit with the New World.

the 1880’ s since they were thefirst group to be excluded by law (1882).
# The countries included are: Old World: Belgium, Denmark, France, Germany, Great Britain, Ireland, Italy,
Netherlands, Norway, Portugal, Spain, Sweden; New World: Argentina, Australia, Brazil, Canada, United States.
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Convergence was modest between Great Britain and the United States. Real wages in the
U.S. were higher than those in Britain: by 67 percent in 1870, 50 percent in 1890, and 54 percent
in 1913 (O'Rourke, Williamson and Hatton, 1994, p. 208). The contribution of internationa
migration to Anglo-American red wage convergence has been andyzed usng computable generd
equilibrium (CGE) models for the two economies calibrated for 1910. These nodels contain three
output sectors: tradable manufacturing and agriculture and non-tradable services, and three inputs,
labor and capita which are mobile across sectors and land which is specific to agriculture. Under a
counterfactud of no immigration © the United States and no emigration from Great Britain from
1870 to 1910 the real wage would have been 34 percent higher in the former and 13 percent lower
in the latter. In the absence of the mass migrations the Anglo-American wage gap would have
doubled between 1870 and 1913 rather than fdling by a fifth; instead of convergence there would
have been divergence (Hatton and Williamson, 1998, p. 213-6).

The impacts were even greater elsawhere in the Atlantic economy. Among receiving
countries, such as Argentina and Audtraia, the labor force-augmenting effects of immigration were
larger than in the United States. And in Europe labor force losses were proportionately largest for
Irdland, Italy and Sweden. In Ireland, post-famine emigration reduced the population by a third
between 1851 and 1911; in the absence of emigration it would have risen by between 50 percent
and 120 percent. Even on the lower counterfactua labor force increase, a CGE modd for Irdland
indicates that agricultura wages would have been lower by 16 percent and non-agriculturd wages
would have been lower by 19 percent. Two thirds of Ireland's catch up on real wagesin Britain was
due to mass emigration. In the absence of emigration, the shift out of agriculture would have been
less rapid and the shift from tillage to pasture within agriculture less marked (Boyer, Hatton and
O'Rourke, 1994, p.235).

Between 1870 and 1914 the Scandinavian countries and even Itay underwent sgnificant
real wage catch up on Britain and the United States. In Scandinaviareal unskilled wages grew twice
asfast asthose in the New World and well above the European average. In Scandinavia, emigration

# This counterfactual assumes that capital stocks in the two countries would have been those actually
observed. As aresult of the re-allocation of labor, the return on capital would have been 24 percent lower in the
U.S. and 13 percent higher in Britain in 1913 under the no-migration counterfactual. If instead, the international
capital market is assumed to be perfectly arbitraged, then less capital would have followed labor from the Old
World to the New. As aresult, under the counterfactual, wagesin Britain would fall by only 6 percent and those
in the U.S. would rise by only 9 percent. Under the no-migration assumption, the U.S./UK real wage ratio would
have increased from 1.67 in 1870 to 1.89 in 1913 with capital mobility, as compared with 2.47 in 1913 with no
capital mobility. Hence there would still have been divergence in Anglo-American real wages.
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accounted for only a part of this spectacular catch up; afifth for Sweden and Denmark and nearly a
haf for Norway. Other forces, such as, indudridization, trade, education and capita formation,
accounted for the rest (O'Rourke and Williamson, 1997). In Spain and Portugal, by contrast, the
falure of indudridization led to rea wage divergence despite the effects of emigration in the other
direction. Yet for the Atlantic Economy as a whole Taylor and Williamson (1997) find that, in the
absence of mass migrations, the internationa disperson of red wage rates would have dramaticaly
increased. Ingtead of faling by 9 percent, the gap between New and Old Worlds real wage rates
would have increased by 167 percent.

Red unskilled wage rates were not the only factor prices that converged in the lae
nineteenth century nor was migration the only source of convergence. Aslabor was transferred from
the Old World to the New, land prices (and rents) boomed in the New World and stagnated in the
Old. The integration of globa commodity markets dso contributed: a dramatic decline in ocean
freight rates and overland rates leading to a trade boom. The New World exported land- and
resource-intensve goods and imported labor intensve goods just as the Heckscher and Ohlin
mode of internationd trade would have predicted. For this reason, too, the wage renta ratio fell in
the New World and rose in the Old World with clearly identifiable consequences for trends in
inequaity. As we shdl see, dow growth in red wages and riang inequdity in the Americas and
Oceania contributed to what Williamson (1998) has called the 'globdization backlash' in the form of
risng barriers to both trade and migration.

B) Labor Market Impactsin the Postwar Period

In the post-Second World War period, risng concern about immigration has been
accompanied by a proliferation of dudies amed a measuring the labor market impact of
immigration, particularly in the United States. The presumptions have been the same as those that
have guided research for the epoch just discussed. That is, the increase in labor supply brought by
immigration should reduce the earnings of factors that are close subgtitutes for immigrants, such as
native-born labor, and it should raise the incomes of co-operating (complementary) factors, such as
capitd, land, and if the immigrants are unskilled, aso skilled labor.?* But the typicd findings have
been very different.

# For models of the impact of immigration on the destination labor market see Chiswick, Chiswick and Karras,
1992, and Chiswick 1980, 1998.
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It is sad that immigration policy is made at the nationd level, but the direct impacts are
largdy fdt in a andl number of locd areas. Thus, acharacteridic of immigrants in the mgor
immigrant recaiving countries is a very high degree of immigrant/ethnic geographic concentration.
For example, there was a very high degree of geographic concentration within the United States
among the foreign born at the turn of the 20" century, as there was a century later. In 1998, 9.9
percent of the population of the United States was foreign born.  Of the foreign born 71 percent
lived in only six dates, with 30 percent in Cdifornia (24 percent of the stai€'s population), 14
percent in New York (20 percent), 9 percent in Florida (16 percent), 9 percent in Texas (12
percent), 4.5 percent in lllinois (9.9 percent) and 4.5 percent in New Jersey (15 percent of the
date’' s population). The geographic concentration of the foreign born is even more intense when
data are analyzed on a county basis (Chiswick and Sullivan, 1995). In the United Statesin 1990, 8
percent of the population was foreign born. Among the 3,145 counties, in 1,521 counties (48.4
percent) the proportion foreign born was one percent or less, in 1,464 counties (46.6 percent) it
was one to eight percent, in another 109 counties (3.5 percent) it was 8 to 16 percent, and in only
47 counties (1.5 percent) it was 16 to 45 percent (Chiswick and Sullivan, 1995). Dade County,
Florida had the record of 45 percent of its population foreign born.

Not surprisngly, numerous studies have atempted to isolate the effects of immigration on
wage rates or wage changes by exploiting this cross sections variaion. Of the many studies most
find dmost no effect of the percentage foreign born on native-born wages (Greenwood and
McDowsell, 1994; Borjas, 1994). The largest effects found suggest that a 14 percent increase in the
share of foreign-born reduced the wage of 1ow-skilled native-born workers by |ess than one percent
(Altonji and Card, 1991). Even this seems surprisingly smdl. But the totd effect of immigrants on
the economy would be the same as the locd impact only if locd areas were (rdaively) closed
economies. The mobility of labor, goods and capital across regions and locdlities will produce a
tendency toward price equdization which would preclude observing a reaionship between
immigration and wages and prices across locad areas (Chiswick, 1993).

There is abundant evidence that the settlement patterns of immigrants depend on economic
incentives. A number of studies have examined the intended destinations of immigrants arriving in the
United States and Canada at the turn of the century (Dunlevy, 1978, Green and Green 1993,
Dunlevy and Saba, 1992), and in more recent decades (Bartel, 1989 and Bartd and Koch, 1991).
They find that immigrants systematicaly migrated towards sates with rdaively high earnings. This
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responsiveness to economic incentives would tend to undermine any negative correlation between
earnings and the concentration of immigrants. But immigrants were guided by other influences as
well, settling firgt in “ports’ of entry and in areas with alarger stock of previous immigrants from the
same country of origin. As a result, the geographic digtribution of immigrants then and now differs
ggnificantly from thet of the netive born.

The skewed digribution of immigrant settlement influences internd migration among the
naive-born. An interesting ‘natural experiment’ was the Marie boatlift in 1980 which brought an
influx 45,000 Cubans into Miami, equivaent to 7 percent of the Miami labor force. Card (1990)
found that this influx had amogt no long-run effect on the size of the city’s labor force or on the
wages of competing groups of whites, blacks, and other Hispanics because of the mobility response
of the native born and previous immigrants. Filer (1992) examined native-born migration patterns
across 272 locdlities in 1975-80. He found thet, after controlling for local labor market
characterigtics, an influx of foreign-born crowded out native workers one-for-one® There is dso
evidence dong these lines for late nineteenth century America. In the states comprising the northern
quarter of the country (New England, the mid-Atlantic and the east-north-centra regions), changes
in the number of immigrants across census years between 1880 and 1910 displaced the native born
either by generating westward out-migration or by averting internd in-migration.?® Every additiond
100 immigrants to the Northeastern states digplaced an estimated 40 of the native-born population
(Hatton and Williamson, 1998, p. 168).

This discusson suggests that markets do respond to the impacts of immigrants and that the
impacts are mitigated in the immigrant receiving areas and are disseminated throughout the
economy.  While immigrants may be geographicaly concentrated, their impacts are didtributed
throughout the economy, even to regions or sectors where there are no immigrants. It aso suggests
that an analysis of the impact of immigrantsin an advanced industrial economy should focus on their
effects on economy-wide factor proportions. In advanced industrial economies it dso requires the
explicit recognition of the heterogeneity of labor, in particular, the distinction between high-killed
and low-skilled labor.

® Findings like these have been contested, most recently by Card and DiNardo (2000).

* The large internal migration of blacks from the rural south to the urban northern and western cities had to await
both low urban unemployment in the destinations and low immigration from Europe.
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The reative supplies of high-skilled and low-skilled netive workers and immigrants differ
over time, as does the definition of what congtitutes a skilled worker. In an economy with two types
of labor, say high-skilled/professonal workers and low-skilled nontprofessiona workers, and a
third factor, capitd, the impact of immigration becomes more complex. If different types of labor
are not strong subgtitutes for each other in production, the immigration of one type d labor can
effect not only its wages, but aso effect in an opposite direction the wages of complementary types
of labor (Chiswick 1980, 1982, Chiswick, Chiswick and Karras, 1992). The immigration of low-
skilled workers (e.g., Mexican laborers into the U.S. or Turkish laborers into Germany) would tend
to depress the wages of dl low-skilled workers in the destination, but raise the wages of the
complementary factors, including high-skilled workers and cepitd. This would increase wage
differentids by skill and earnings inequdity. On the other hand, the immigration of high-skilled
workers (e.g., South Asian computer programmers into the OECD countries) would tend to lower
the wages of high-skilled workers, but raise the returns to low-skilled workers and the return to
capitd.

An interesting “natural experiment” with regard to the impact on relative wages of
exogenous immigration that differed sharply by skill leve in different periods in the context of athree
factor model is offered by Isradl. There was ardatively large scae immigration of Jews from the
1930s through the 1960s into the Jewish economy of Mandatory Paesting/lsragl that was primarily
exogenous to the wages in the destination and was large reative to the destination economy.?’
These migrants were refugees and displaced persons, whose choice of destination was motivated by
religious and ideological factors, as well as condraints on dternative destinations.  Relative to the
Sze of the pre-exigting Jewish economy in Mandatory Paegtine, during the 1930s there was alarge
Jewish refugee flow with professond and other high levels of skill from Germany and Centrd
Europe into a capital-poor economy. The result was a decline in the rdative wages of illed
workers, a decline in the rate of return from skill, and a very smal earnings inequdity. Following
independence (May 1948), Isradl experienced a reaively even larger influx of refugees as
Holocaust survivors (whaose skills and health had depreciated) and primarily very low-skilled Jewish
refugees from Arab countries in North Africa and the Middle East, from Morocco to Yemen. The

large immigration of low-skilled workers depressed the relative wages of low-skilled workers,

% For amore detailed analysis see Chiswick (1974, pp. 97-101) and the references therein.
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increased the rate of return from schooling, and increased earnings inequdity (Chiswick 1974, pp
97-101). More recently, Sarting in 1989, there has been a large exogenous influx of high-skilled
Jewish refugees from what is now the former Soviet Union.  This influx resulted in greater
competition in the high-skilled labor market, lowering skill differentids in earnings and reducing
inequdity.

Economigts have been dow to recognize that effects such as these must be measured at the
economy-wide level. One recent study based on economy-wide factor proportions estimates that
about hdf of the increase in the wage gap between those with less than and those with more than 12
years of education in the United States from 1979 to 1995 was due to immigration (Borjas, €. d.
1997, p. 53). Between the mid-1890s and World War | the wage gap between the skilled and the
unskilled adso grew, and this has been associated with the flood of "new" immigrants. But the
evidence suggests that it owed more to unbaanced derived demand growth favoring skilled workers
then to unskilled immigration (Williamson and Lindert, 1980, pp. 208-9, 236).

C) Adjusting to Migration

Economidgts have taken a long detour over assessing the effects of immigration on labor
markets. Most of the work has focussed on the United States and there has been little consderation
of the impacts on sending countries in the second era of globalization. Neverthless, two things are
clear. Firg, in both sending and in receiving countries there have been both gainers and losers from
migration. Thus migration's main drect effects have been on the rdative scarcity of factors, on
relaive factor prices and on income distribution. Second, those effects have been different in the
two eras of mass migration. Among immigrant-recelving developed economies the foreign-born are
a smdler share of the population now than they were in 1913, so their effects should be smdler.
Adjustments in other markets, however, could aso have attenuated or enhanced the impacts
differently across the two periods

One development is the integration of capitd markets examined in this volume by Obstfeld
and Taylor. Before 1914 capitd and labor flowed in the same direction in the Atlantic economy:
from the Old World to the New. Immigrant-induced growth in New World labor supply drove up
the return to capitd and generated capitd inflows, while the opposite occurred in the Old World. As
aresult the margind product of labor fell lessin the New World and rose less in the Old World than
it would have in the absence of capitd market integration. In the computable genera equilibrium
framework, with perfect capitd mobility and no international migration since 1870 the U.S. red
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wage in 1910 would have been 9.2 percent higher than it actudly was, capita would have retreated
to Europe. As noted earlier, with no capitd mobility the red wage would have been 34 percent
higher in 1910, a big difference. For Britain, perfect capita mohility cuts the effect of emigration on
the read wage by hdf, and for the Atlantic economy as a whole, by three quarters (Taylor and
Williamson, 1997, p. 47).

In the late nineteenth century the endogenous flows of internationad capitd did not
completdly offset the effect of migration on wage rates. The man reason is because of the
importance of land; fixed in supply and specific to one sector: agriculture. Thus one reason why
immigraion impacts are smdler now than a century ago is that agriculture and other land intensive
sectors are now a much smdler part of developed economies. In the U.S. the share of the labor
force in agriculture and mining fell from 43 percent in 1890 to 3 percent in 1990, in Germany it fell
from 44 percent to 4 percent, and in Britain from 22 percent to 3 percent.

What about trade in goods and services? In the Hekscher Ohlin modd trade between
countries reflects ther factor endowments and it is therefore a potentid substitute for migration. In a
frictionless, perfectly competitive environment, migration-induced changes in relative labor intengties
could dter trade patterns, and through Rybczynski effects, leave factor prices undtered. If such
effects mattered, we should see trade and migration moving in oppodte directions. migration should
make endowments more Similar across countries and thus reduce the basis for trade. But the crude
correlaion suggestsit did not. Migration and trade both expanded after 1850 asthey did again after
agan after 1950 (see Findlay and O'Rourke, this volume). An andysis of the determinants of trade
volumes in the Atlantic economy in the (relatively) free trade era before 1913 suggests that migration
was not an important influence (Collins, Higgins and Williamson, 1999). It seems likely, however,
that the effects on trade were overwhelmed by other forces that drove both trade and migration.

Alternatively, dative factor proportions could have determined the direction of technica
change. If endogenous biases in technica change responded to cross-country differences in factor
intengties, then these would push in the same direction as migration by augmenting the scarce factor.
Rather inconclusive debates point to labor saving innovation in mid-nineteenth century Americaand
to kill-saving technica changes in the late nineteenth century, with neutra or opposite effectsin the
Old World. By contrast there § widespread agreement that skill-biased technical change has
widened the wage didribution in Britain and the US since the 1960s. Here, the debates are about

the ultimate causes, the permanence and
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the magnitude of the effects of skill-biased technical change, rather than abouit its generd direction.?
Whether endogenous or not, relaive biases in technology probably compounded the effects of
migration on factor rewards in both eras.

What about endogenous changes in the composition of migration itsdf? In both mass
migration eras there have been important streams of human capita incorporated in workers who
were highly skilled by the standards of the day. In the 18" century the migration of European
artisans was frequently subsidized to bring high levels of skill to North America. These artisans
substituted for the importation of the products that they would have produced in Europe and
exported. With the Industria Revolution occurring in Europe in the 19™ century, the new version of
high levd manpower, skilled industrid workers, flowed from Europe to the countries of overseas
settlement to advance the development of industry in North America and elsewhere. From 1820 to
1910 "entrepreneurs’ were a higher proportion of the foreign-born than of the native-born, athough
that difference was declining (Ferrie and Mokyr, 1994, p. 130).

With the development of science and technology in North America, home-grown human
capitd provided much of the highly skilled manpower. Skilled workers came as refugees, especidly
from Germany and other parts of Europe in the 1930s and 1940s, while others formed part of
norma migrant flows, following the usud incentives. Recent evidence for the UK suggedts that the
increase dince the 1970s in the returns to kill, as reflected in the widening income distribution,
increased the sKkill content of immigration (Hatton, 2001). But this was in the presence of skill-
sective immigration policies. In the late nineteenth century and in the late twentieth century the
incentive effects of returns to skill on the composition of migration have often been swamped as
low-skill countries have entered into the upswing of their emigration cycles.

A more important influence on the skill compogtion of migration is the immigration policies
of mgor recaiving countries.  While the 1965 Amendments to U.S. immigration law emphasized
“kinship” to a U.S. ditizen or resdent dien for rationing admissons, it explicitly included a smal
skilled professond worker category. Canada, Audtralia and New Zedand placed far greater
emphasis on the gpplicants kills in the rationing of immigration visas. In the late 1980s but

* Consider the useful distinction between “worker (task performing) efficiency” and “allocative (decision

making) efficiency.” Technological change that is neutral with respect to high and low levels of worker

efficiency will initially appear to be skill biased as workers with more human capital also have grester allocative
efficiency and are better able to quickly and efficiently exploit the new technology. Whether the observed skill

bias in the new computer-related technology is permanent or temporary will depend on whether it only appears
to be so because of the temporary advantages of those with greater allocative efficiency.
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especidly in the 1990s changes in United States immigration policy widened the scope for the
admission of skilled workers as permanent resdent diens (as in the Immigration Act of 1990) and
by creating and expanding a series of “temporary worker” programs for high level manpower.

Temporary worker categories were created and/ or expanded for registered nurses (H1-A and H1-
C visx), “tranees’ (work experience for highly skilled workers) (H3 visas), workers with
extraordinary ability (O visas), ahletes and entertainers (P visas), and under the umbrella of the
North American Free Trade Agreement, an exchange program for high-skilled workers, primarily
between the United States and Canada. The best known of these temporary worker programs is
the “H1-B visa’, for workers with “speciaty occupations’ admitted on the basis of professona

education, skills and/or equivaent experience. The H1-B visas have been used primarily in the high
technology and higher education indudtries, upon employers satisfying the U.S. Department of
Labor that after making a good faith effort the employer has found no qudified worker with a lega
right to work in the United States who is avallable for and willing to teke the job at prevailing
wages?® The United Statesis not unique in the inflow of high-skilled workers from other developed
(OECD) countries and from the developing countries, paticulaly Asa. Many of the other
developed OECD countries are dso “importing” high technology workers from each other and from
the developing countries® Whether admitted as temporary or permanent workers, the duration of
their stay is likely to be determined by thelr own wishes, rather than the initid intent of their host
countries. Among high technology workers in particular, because of the rapid spread of information
and the indugtry’s use of English as the lingua franca, there appears to be emerging a single
worldwide labor market in the developed countries, regardless of the worker’s country of origin.

# The entrants under the temporary visa program for workers and trainees (Hs, Os and Ps), as well as the
professional workers who enter under NAFTA, increased from less than 75,000 in 1985 to over 430,000 in 1998,
and the numbers have grown since then. Their accompanying spouses and children increased from over 12,600
in 1985 to nearly 105,000 in 1998. Thus, in 1998 these “temporary” migrants totaled over 535,000 individuals,
rivaling the 660,477 persons admitted as“lawful permanent resident aliens” (legal immigrants) in the same year.

¥ 1n the decade of the 1990s, following the collapse of the Soviet Union in 1989, approximately one million Soviet
Jews and their family members emigrated to Israel, raising the population to six million. This was an unusually
high skilled mass migration, dominated by doctors, engineers and computer specialists. In addition to
depressing the relative wages of highly skilled workers, the influx spurred the development of “silicon Wadi,”

theIsraeli high-technology sector.
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V. The Political Economy of Immigration Control

A) Risng Barriers

Early in the age of mass migration, controls on migration were ether absent or largely
ineffective. But as the numbers mounted towards the end of the nineteenth century, receiving
countries became increasingly concerned to control the flow. The door to immigrants was closed
gradudly in stages rather than being dammed shut as is sometimes supposed. The shift away from
pro-immigration policies began in New World countries with the regulation of shipping companies
and emigration agents, with the banning of contract |abor and with the banning of those who were
likely to become “public charges” o consdered undesirable because of their race or origin. The
positive inducements to immigration offered by some countries aso began to diminish. Argentina
abandoned its subsidiesin 1890, as Chile did in 1891. From the 1880s, Australia and New Zealand
progressively reduced their levels of assstance, policies that were revived briefly with subsidiesfrom
the British Government under the Empire Settlement Act of 1922.

In the United States, the Chinese were excluded by an Act of 1882 and the Japanese by a
“Gentlemen’s Agreement” in 1908; dl Adans (other than those from the Middle East) were
excluded under the “Agatic Barred Zoneg’ in 1917. After severd attempts at legidation the United
States introduced a literacy test, in any language, in 1917, dthough illiterate relatives (pouse and
children) of aliterate admitted immigrant were aso given visas. This was followed by quotas based
on nationd origins in 1921 and 1924--amed agang immigrants from southern and eastern
Europe® A literacy test was introduced in Natal in 1897 and was followed by similar tests
introduced in Audrdia (the so-cdled ‘white Australia policy’, 1901), New Zealand (1907) and
Canada (1910).** Similar patterns of escalating restrictions were adopted in South Africa and
Brazl, culminating in quota systems in 1930 and 1934, respectively. Even the British Dominions
adopted severe redrictions limiting immigration from Britain: Audrdia in 1930, New Zedand in
1931 and Canadain 1932.

% The quotas established in 1921 restricted the annual number of immigrants to the number from each country
recorded in the 1910 Census. Those enacted in 1924 (effective in 1929) allowed 2 percent of the number of each
nationality present in the 1890 Census, which predates much of the surge of emigration from southern and
eastern Europe.

¥ The white Australia policy involved adictation test (asin Natal) in which the prospective immigrant was
required to write out a dictated passage in a European language chosen by theimmigration officer. In practice
this meant English so that the white Australia policy was really a British Australia policy. On this and other
regulations, see Daniels (1995).
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Post-World War Il immigraion policies are even more heterogeneous, but for maor
receiving aress, they can be classfied into four, often overlgpping, regimes. The firg of these is the
guestworker systems of the early post-war years. The best known is that of Germany where
wartime forced labor was replaced first by inflows of ethnic Germans displaced from territories lost
in the east, and then, through a series of bilatera agreements, with guestworkers from southern
Europe and Turkey.® Between 1960 and 1973, when recruitment was abruptly stopped, about a
million a year were recruited. Less well known and on a smdler scale were guestworker programs
in France, Belgium and the Netherlands, dl of which were abruptly halted as aresult of the il price
increase and recession in 1974. In the New World too there was active recruitment of low skilled
temporary migrants. Under the Bracero Program in the United States (1942-64), initiated during the
tight labor market during WWII, workers were recruited, chiefly from Mexico, and mainly to work
in agriculture, under short-term contracts. And, as we have seen, new guestworker streams became
established in the Persian Gulf.

Second there was a dramatic shift in the mgor immigrant recaiving countries from systems
based on nationa origins to worldwide quotas. In the U.S,, prior to 1965, 70 percent of the Eastern
Hemisphere quota was dlocated to the UK, Irdand and Germany. The 1965 Amendments to the
Immigration and Nationdity Act broke the link between alocated quotas
and past immigration, ended the virtud ban on immigration from Ada, and introduced a quota for
the western hemisphere® Similarly, preferences for British, Irish and other northern Europesn
immigrants were abolished in Canada in 1962. In Audrdia the ‘white Audrdia policy’ was
abandoned, gradudly in the 1960s, and then decisively in 1973, while in New Zedand it had to wait
until 1987.

It is not likely to be mere coincidence that the three mgor English spesking countries of
overseas settlement abandoned their pro-Northwest European mmigration policies a about the

* Initially seasonal workers were recruited from Italy; subsequently agreements were signed with Greece (1960),
Spain (1960), Turkey (1961), Portugal (1961) and Yugoslavia (1968). For a recent study of the guest-worker
experience, see Herbert and Hunn (2000) p. 189.

¥ The system introduced in 1965 allowed an annual limit of 20,000 for immigrants for each eastern hemisphere
country, up to atotal of 170,000, and a nurrerical limit of 120,000 visas per year for the western hemisphere. In
1976 the same overall country quota and system of preferences was extended to immigrants from the western
hemisphere and the two hemispheric ceilings were combined into a world wide quota. Immediate relatives of the
U.S. citizens (i.e., the spouse, minor children and parents) were not subject to numerical limit and were not
charged to the quotas. Legislation enacted in 1990 modified the latter by limiting some of the kinship visas (in
particular the sibling category) the larger the number of immediate rel atives admitted.
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same time. High rates of economic growth in these countries and the decline in emigration from
Europe due to the tight labor markets in Western Europe were important factors. The growing Civil
Rights movement in the United States was dso in sharp contrast to the openly racist “nationa

origins’ quota system il in effect since the 1920s. Y et, another agpect of “globaization” may have
been important. Much of Africa and Ada was gaining independence from the former Colonid
Powers of Western Europe. Clearly racist immigration policies in the United States, Canada and
Audrdia did not st well with the newly independent countries that were to become increasingly
important trading partners and

neutrals or participants in the “Cold War” with communism.® Third, humanitarian considerations
were given an important role. The widening in the range of source country refugee admissons was
often followed by policies that strengthened rights of immigration through family reunification. These
were underpinned by a growing body of internationa agreements through organizations, such asthe
UN and the ILO aimed a protecting human rights® Humanitarian agreements such as the 1951
Geneva Convention on Refugees, to which a growing rumber of countries subscribed, aso opened
the door from the 1980s to an increasing number of asylum seekers.®’ In most countries of Western
Europe, North America and Audtrdia, where primary immigration was limited by quotas or caps on
work permits, some ategories of family reunification and refugee admissons were unlimited in

principle, subject to the relevant conditions.

*In the United States, the 1965 Amendments replaced the “national origins’ quota system with a system largely
based on “kinship” to aU.S. citizen or permanent resident alien. The intention was to replace an obviously racist
system with one that would appear racially neutral, but yet would largely replicate the countries of origin of the
immigrants who came to the U.S. in the previous decades (Daniels and Graham, 2001, pp. 43-44 and pp. 147-148).
For a variety of reasons this was not to be the case, and Mexican and Asian immigrants, rather than European
immigrants, have become the largest beneficiaries of the kinship visas (Chiswick and Sullivan, 1995).

* The UN Declaration on Human Rights (1948) and the International Convention on the Elimination of All
Forms of Racial Discrimination (1965) was followed by other agreements encouraging the protection of
refugees and affirming the primacy of the family. From the 1960s a series of ILO conventions provided for equal
treatment of non-nationals. While not all countries subscribed to these, a number of regional associations such
as the European Union, MERCOSUR (South America), NAFTA, (North America) and ECOWAS (West Africa)
enunciated rights for migrant workers. On these and other agreements, see UN (1997), p. 71-76.

% For example, in the post-war period the United States provided for the admissions of refugees from Communist
countries and certain parts of the Middle East, but not from elsewhere. Under the Refugee Act of 1980, however,
the United States abounded its largely “communist country only” policy and adopted the UN language of
defining refugees as persons with a “well founded fear of persecution” for political, religious, ethnic, or several
other reasons, regardless of the communist orientation of the regimein the origin. The result was an increase in
the range of source countries and refugee admissions.
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In addition, a number of countries gave amnedties to illegd immigrants, notably France
(1981-82), Argentina (1984), Itdy (1977-78), and the United States (1986) (Stalker, 1994, p.
152), with a further wave among EU countries in the 1990s. But at the same time, they began to
tighten up on the conditions for family reunification and on the generogity towards asylum seekers
and illegd mmigrants. In Europe, countries like France and Germany revised their domestic laws
and ordinances and the EU’s summit meetings in Dublin (1990) and Tampere (1999) sought
mechanisms to regulate the flow of asylum seekers. Severa countries, including the United States
(1986), introduced sanctions againgt employers who knowingly hired illega diens. The enforcement
of these pendlties on employers has, however, been very wesk.

Findly, as we have seen, OECD countries have sought to alocate the diminishing share of
visas going to primary immigrants increesngly on the bads of skills A skills component was
introduced into the Canadian points system in 1965, which was later given more weight. Audrdia
and New Zedand dso shifted further towards selecting on the basis of education and experience
and away from specific occupations (see Winklemann, 2000). These systems award points for
education, experience, language skills and being in a prime age group, and aso include categories
for busness migrants bringing capita or intending to dart a busness. Almogt done among the
developed countries, the United States sharply increased its employment related immigrant visas in
1990, more than doubling what had been a smal skill based employment visa program. Although a
Canadian-gtyle point system was serioudy considered by Congress in the late 1980s, rather than
moving to a point system the 1990 Immigration Act retained the U.S. employer-petition, job-
goecific (job targeting) method of rationing <kill-based visas. Cumbersome administrative
procedures (that require that employers demondtrate to the U.S. Department of Labor that there is
no qudified person with alegd right to work in the United States willing to take the job at prevailing
wages) have limited the use of the employment-based visas, and the quotas have not beenfilled. .

B) Explaining Policy Regimes

Dramatic shifts in policy, and differences among countries have often been explained on a
purely ad hoc basis, but a literature has developed which tries to sysematicaly account for policy
formation. Interest group poalitics links immigration policy outcomes with the actua or perceived
effects of immigration, past or prospective, on different interest groups or condtituencies. If those
who stand to gain are politicdly powerful, then immigration policy should be less redtrictive than if
the losers widld the most palitica muscle. It does not follow from this that economic determinism is
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the only thing that matters. Politics dso matters, and in severd different ways. Fird, shifts in the
politica baance, either through the adoption of democratic ingitutions, or through the extenson of
the franchise, could tip the baance in favor of immigration control. This, together with the weakening
of landed interests, and the growing influence of Iabor, particularly unskilled labor since the mid-
nineteenth century, should have shifted the politica balance againg immigration, asit did in the early
20™ century. Second, since economic interests may not be the only ones that drive immigration
palicy, attitudes to immigration and racid prejudice may matter independently. Third, ethnic politics
may be important, where members of an ethnic group seek to encourage the immigration of those
who will add to the group’s size and power. Fourth, political elites may be captured by particular
interest groups, or they may be sufficiently srong (or impervious) to pursue drategic ams
independently of their politicd mandate. The bottom line is that the same economic changes may
trandate into different policy outcomes across countries and over time.

To explore the economic correlates further, Timmer and Williamson (1998) constructed an
index of immigration policy openness for sx countries between 1870 and 1930. They eplan
declining openness by varigbles representing the gains (or losses) from immigretion for different
interest groups. For Argentina, Brazil, Canada and the United States the ratio of unskilled wage
rates to GDP per capita was associated with more open immigration policies. The resulting mass
migration, by increasing the return on non-labor assets, and shifting New World income distributions
away from labor, contributed to the policy backlash which began in the late nineteenth century. The
backlash dso depended on the volume and composition of immigration itsef. In Argentina and
Audrdia, with rdaively homogenous immigration streams, it was the risng share of foreign born
that mattered; in Canada and the United States, where immigrant origins were more diverse, it was
immigration from low wage countries that differed in ethnicity and religion from earlier immigrants
and the native population that helped close the door (Timmer and Williamson, 1998, p. 752).

The effects identified by Timmer and Williamson (1998) aso seem relevant to the partid re-
opening of the immigration door in the early postwar period--but in reverse. The rapid growth of
red wages, narrowing income digtributions, diminishing skill differentids, and fdling foreign born
shares should al have eased the pressure for redtriction. This was reflected in broadening access to
previoudy excluded groups. European recruitment policies of the 1960s, the United States
Immigration Amendments of 1965, and Augtrdia s abandonment of its British only policy were eech
preceded by a dowdown in the most desired source of immigrants. Thus Germany turned to
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southern Europe after the Berlin Wall went up; the United States changed its policy as economic
growth, demographic decline and the barriers o emigration from the countries controlled by the
Soviet Union staunched the flow of Europeans; and Austrdia dismantled its British only policy asthe
numbers fell short of the 1 percent target.

Macroeconomic conditions also matter. If at times of high unemployment, immigrants Smply
add to the unemployed pool or displace natives, then no-one benefits and some lose. All groups
then have an interest in tightening immigration policy. Shugart, et a. (1986) found that
unemployment was a key determinant of policy redtrictiveness in the United States since the turn of
the century, as reflected in ether deportations or required departures relative to the immigrant flow.
Money (1999, Ch. 2) found unemployment to be the key explanator of restrictiveness in OECD
countries since the 1960s. Casud empiricism aso supports these findings. Sharp increases in
redtrictiveness took place in Audrdia and Canada in the early 1930s; and the abrupt ending of
guestworker policies in Europe in 1974 surdly owe much to deteriorating economic conditions. In
poswar Audrdia, the unemployment rate has been found to be the sngle most important
determinant of the annually announced targets for immigrant intake (Wooden et. d. 1994, p. 304).%®

C) Palitical Interest Groupsand Coalitions

Globdization forces can explain why the immigration door to the New World began to
close in the late nineteenth century. That is they help explain changes in immigraion openness, but
not necessaily the level of redtriction prior to the 1930s. After dl, these globalizing forces can be
observed from the middle of the nineteenth century. In economies where labor was the source of
income for the many, and capital and land were concentrated among the few, one might have
expected the door to close earlier and more firmly. One reason is that the democratic franchise was
often limited to male owners of property. Another is that agricultural or manufacturing interests often
formed powerful politica coditions. A third reason is that opposition to immigration was balanced
by wider nationd interests (Foremen-Peck, 1992).

In countries like Argentina and Brazil landowners and planters were the dominant forces
behind immigration policy. In the case of Brazil, the plantation economy was supplied by dave labor
until mid-century, but under externd pressure, dave imports ceased in 1852 and davery was

¥ As in other countries, such as Canada, changes in immigration targets have often been the subject of
administrative control rather than requiring legislation as in the United States. Although even in the United
States administrative rules barring persons who were likely to become a public charge were tightened in the
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eventually abolished in 1888. With the prospect of rapidly increasing labor costs the Séo Paulo
coffee planters used their politica influence over the government of Sdo Paulo and over the central
government to lobby successfully for the provision of free passage for immigrants from southern
Europe.® As a result, profits of the fazendeiro were enhanced while the gains to workers “ appear
to have been negative’ (Leff, 1982, p. 68). But with the growth of manufacturing and urban
expansion from the turn of the century, the planter’s power to promote mass migration waned and
finaly evaporated.

By contrast Canada and Audtralia were characterized by more representative government,
by ongoing imperid ties, and above dl by developmentd dates. Both countries were thinly
populated and both adopted nation building policies which involved encouraging immigration but
redricting it to (relatively homogenous) northern Europeans. In Canada the Nationa Policy from
1872 amed both to populate the prairies through immigration and to indudridize through tariff
protection. In Audtrdia, where agriculture was relatively more important, where landholding was
more concentrated and where (as in new South Wales) the squatters were a powerful interest
group, policy was more pro-immigration. But the foundation of the Audtrdian Federation in 1901
diluted these interests and led to the more redtrictionist white Audtralia policy.

In Europe policy towards emigration aso varied dthough attempts to restrict emigration in
countries such as Belgium, Itdy and Switzerland were largdly ineffective. Where landed interests
were most powerful, such as in Rusia, emigration was illegd and the law was more strongly
enforced. In labor abundant Britain, the declining influence of landed interests in the early nineteenth
century and the development of the Empire ensured a strongly pro-emigration policy. And therisng
influence of labor in the late nineteenth century saw the introduction of the first redtrictions on
immigration in 1905.

While the pre-1930 policies of most countries would seem to fit into a loose politica

economy framework, some observers see the United States as an exception--at least before 1917.

1930s (and more stringently invoked to reduce the immigration of German Jews), and the requirements for labor
certification for the employment-based visas in the post-WWII period have a counter-cyclical effect.

% Between 1885 and 1913 £11million was spent in subsidies to secure this labor supply. Leff (1982, p. 61) argues
that providing free passages was more profitable to planters than paying higher wages to attract more migrants.
There are also reasons why planter’s would have preferred a government subsidies to private subsidies, even
though government revenues came mainly from the coffee sector. One is that the implied pooling overcomes the
free rider prablem, that is, the problem of tying the migrant to the employer who financed the move. Another is
that some proportion of the costs would be borne by other taxpayers.
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Limited imperid and nation building imperatives (pogt-Civil War), a wide democrétic franchise, a
burgeoning indudtria/urban sector and widespread opposition to mounting immigrant flows would
seem to predict risng bariers to immigration. The myth, if not the redity, of the westward
movement of the frontier and of “chegp” land provided scope for more immigrants, at least until the
close of the 19" century, as did the expanding industria and mining sectors of the economy.“® The
rise of naiviam in the pre-Civil War period resulted in individud disqudifiers, that is, immigration
redrictions againg “socidly undesrable’ individuas, induding those who were criminds, immord or
likely to become a public charge. In the post-bdlum period nativist sentiment emerged again but
was successful only in redricting the immigration of Chinese laborers, and then later other Asan
workers. On the whole, however, the door remained open for Europeans until the 1920s.

In 1897, the U.S. Congress came within two votes of introducing the literacy test but
legidation was ddlayed for afurther 20 years. Goldin (1994) set out to explain why. She found that
in the House of Representatives votesin favor of the literacy test in 1915 were positively associated,
across cities, with faling wage rates, with population dengity and with the proportion of immigrants
in the population. Thus globalization forces were a work but they were mediated by interest group
politics. With the high unemployment of the 1890s, the aignment of nativist and labor interests
generated dmost enough votes to get the literacy test passed into law. As prosperity returned
employers returned to a strong pro-immigration stance. But now the South became more anti-
immigration, partly to protect its strength in Congress. Findly, the weakening of the urban pro-
immigrant vote, driven by risng isolationism simulated by World War |, ensured sufficient support
to pass the literacy test into law in 1917. The literacy test, however, was literacy in any language. It
was thought that this would advantage potentia immigrants from the more literate countries of
Northwestern Europe, and disadvantage immigrants from the less literate Southern and Eastern
European origins,

Thus in what should, on the face of it, have been a strongly pro-labor country, immigration
redriction had to wait for an dignment of different interest groups with sufficient political muscle.
Redtrictionigt policy became firmly entrenched when, with the concern over the resurgence of
immigration from Europe in the post World War | period, the nationa origins quota syssem was

“ Foreman-Peck (1982) speculated that American exceptionalism could be explained by the fact that most
immigrants were unskilled and that unskilled immigrant labor might be a complementary factor to native-born
skilled labor. However, his production function estimates for U.S. manufacturing in the 1890s indicated that
native- and foreign-born labor were not complements--so the anomaly remains.
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introduced in 1921 and reinforced in 1924. Immigration from the more highly skilled countries of
the “older” immigrant sources (Northwestern Europe) were favored, while immigration from the less
developed and less-skilled “newer” immigrant sources (Southern and Eastern Europe) was sharply
curtailed.

D) The Public Opinion Puzzle

With the flourishing of democracy in the postwar period, policy should better reflect the
baance of individud preferences. But here lies a puzzle: in democratic countries public opinion in
recent decades has been far more anti-immigrant than has public policy. A United Nations survey of
government attitudes towards immigration records 8 percent of developed country governments in
1976 conddered immigration leves to be too high. This rose rapidly in the 1980s to reach 29
percent in 1995 (UN 1997, p.71). But this gill stands in sharp contrast with public opinion palls
regularly finding that that two thirds of the population would prefer less immigration. Studies of
individua countries report that governments have consstently ignored widespread clamor for less
immigration. This leads to two questions. (1) what drives public opinion and (2) why is it not
reflected in policy?

Recently a literature has emerged that andyzes public opinion polls to gan greater
undergtanding of the motives lying behind anti-immigration sentiment. Economic sdif-interest is the
most obvious motive, and this can be related ether to the individua’s own circumstances or to the
tax implications of immigrant’s use of public services. Second, some andysts argue that ‘margina’
groups are likdy to identify with immigrants. Third, there is ‘contact theory’, which essentidly
suggests that greater familiarity with immigrants reduces racism (although it could go the other way).
A fourth factor is ethnic group politics Members of individua ethnic/immigrant groups favoring the
immigration of members of thar own group formed politica coditions with other such groups to
favor more generd pro-immigration policies

One dudy for the United States in the 1980s found limited support for economic seif-
interest as reflected in being unemployed, being poor, suffering declining finances, or working as a
manuad laborer. But low wage ethnic groups such as blacks and Higpanics were found to be less
anti-immigration, and those living in high immigrant density areas more pro-immigration--supporting
margindity and contact motives (Fetzer, 2000, pp. 95-107). Smilar analyzes for France indicated
that culturd threats were uppermost while, for Germany, economic threats, for example being poor
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or a manua laborer, were stronger. In both countries geographic concentrations of immigrants
generated greater anti-immigration sentiment (Fetzer, 2000, pp. 131-9).

The most consistent results, from these and other studies, are that the more educated are
aways less anti-immigrant, and that attitudes towards immigrants vary with their lega status (e.g.,
legd or illegd) or ethnicity (country of origin). These findings are supported in an andyss of British
socid attitudes for 1983-90 by Dustmann and Preston (2001). They identify components of anti-
immigrant sentiment arisng from racism, concerns about cultura conflict, concerns about jobs, and
concerns about the costs of welfare services. These in turn are related to the characteristics of
individuas in the survey. They find prgudice againg West Indian and Asan immigrants to be very
grong, especidly among the lowest education group. Concerns about immigrant welfare use are
sronger among those higher up the income digtribution. These results suggest a reason why the
“classicd” interest group results are hard to observe in the data for overdl attitudes to immigration
where there is a redigributive welfare state. Those lower in the income distribution are less
concerned about competition for jobs and welfare funds but are more racist, while those higher up
are less racist but more concerned about the welfare burden.** A recent study of the attitudes of
Audrdianborn adults towards immigrants and ethnic minorities provides additiond ingght into these
issues (Chiswick and Miller 1999). The andysis found that native-born Audtrdians did not view the
ethnic or racid background of immigrants as important if the immigrants were committed to
Audtrdia (89 percent), but they had negative reactions if “ethnic groups kept their own culture” (76
percent). They supported government subgdies for immigrants to learn English and to learn of
government programs (94 percent), but many opposed public money for ethnic groups to teach
their origin language and culture to their children (47 percent). Negative attitudes towards
immigration arise among those born in Audrdia from viewing multiculturdism as the bads of
Audrdias immigration policy (86 percent). The immigrants in the survey, on the other hand, had
far more favorable attitudes towards their maintaining their own culture, public subsdies for this and
for multiculturalism. The sudy aso found that immigrants from non- English speaking countries who
had more postive attitudes toward becoming Austrdian were more fluent and literate in English.
Thus, the Audrdians are more favorably disposed towards immigrants who want to be

! For the United States, Scheve and Slaughter (2001) find a clear negative relationship between education or skill
level and anti immigrant sentiment. Differences between the United States and European countries may reflect
the relative size of the welfare state. For the United States, Scheve and Slaughter (2001) find a clear negative
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“Audrdians’ culturdly, and immigrants more favorably disposed towards becoming Audraian have
amore successful adjustment.

E) Public Opinion and Public Policy

One problem with such cross sectiond andyses is that they do not necessarily capture the
forces which underlie changes in attitudes, which might be more relevant for public policy. Changes
in red incomes, income didributions, the intensity of unemployment, raciam, defense or drategic
concerns or media hype, will not be reflected in gtatic cross-sections. Alternatively it has been
argued that the rise of an educated dlite, beholden to, but not locked into, landed or capitaist
interests has damped or even diminated the impact of changes in opinion on policy. Thus, a recent
sudy of post-war immigration policy in Britan concludes that “throughout the pogt-war period
British policymakers were, taken as a whole, more libera than the public to which they owed their
officg’” (Hansen, 2000, p. vi). Neverthelessiit is clear that governments have responded to rising or
falling anti immigrant public opinion, but thet the effects of public opinion have operated imperfectly,
with alag, and itsinfluence in dectord politics has varied across time and place.

In Audrdia the proportion of adults saying that too many immigrants were being admitted
rose from amere 16 percent in 1961 to 68 percent in 1988. Betts (1988) argues the lack of policy
response in the face of such seilsmic changes in attitudes was due to the rise of the educated (and
largdly public sector) dite. However, the steep increase in Audtrdian anti-immigrant sentiment came
between 1968 and 1972, and it was followed by sharp cuts in the immigration target by the
incoming Whitlam government. Although immigration was not a centrd policy issue in the dection
campaign, it nevertheless played a key role at the margin in Labour Party’s eection victory (Money,
1999, p. 192).

Shiftsin policy are not aways reflected by changes in the ruling party--either because other
issues dominate or because policies towards immigration do not follow party lines Thus anti-
immigration opinion increased in Britain during the 1960s, but it had little influence in the dections
because mogt voters faled to see a difference between the politica parties (Studlar, 1978). Rather,
both parties shifted their policies to a more anti-immigrant sance. In the 1970s the rise of strongly
anti immigrant minority parties shifted immigration controls up the agenda in mgority party
platforms. Thus the presence of Jean Marie Le Pen's Front Nationd influenced the debate in the

relationship between education or skill level and anti immigrant sentiment. Differences between the United States
and European countries may reflect the relative size of the welfare state.
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French Presdential dection of 1974. And the rise of the Nationd Front in Britain influenced
Margaret Thatcher’s gance on immigration in the parliamentary eection of 1979.

Although immigration policies do respond to swings in public opinion one might ill argue
(as Betts does for Audtrdia) that they are not tight enough to reflect the widespread desire for less
(often zero) immigration. Thisisin part because the bulk of immigrants to the developed world in the
1980s and 1990s were admitted through family reunification schemes or as refugees. To some
degree this reflects humanitarian policies which are embodied in internationd treaties. But it dso
reflects the fact that reunification and refugee admissions command far more popular support than
does primary immigration and, leagt of dl, illega immigration. Thus seemingly tough policies towards
some (illegds and non-genuine asylum seekers) and generous policies towards others (reunification
and refugees) largdly reflects differences in popular opinion towards these different groups. At the
same time such palicies often imply loss of adminigrative control over the total numbers admitted.

In the United States, attitudes toward immigration restriction cut across the conventiona
liberd (Democratic Party) -- conservative (Republican Party) lines. Pro-immigration policies are
generdly favored by conservative business and fruit and vegetable agriculturd interests, as well as
by liberd civil libertarians and members of recent immigrant/ethnic groups. Pro-immigration policies
are generdly opposed by other conservative (nativist) groups, blue-collar workers, and union
officids, as wel as by some population control and environmentdist groups. With a declining trade
union base in the private sector and an increasing share of its membership of recent immigrant origin,
the leadership of the unions, paticularly those involving low-skilled workers in internationaly
“footloose” industries, have been advocating a more pro-immigration pogtion in the very tight labor
market of the late 1990s. It remains to be seen whether the adoption of these new union attitudes
will be reversed with a softening of the labor market.

The United Statesis seen as something of an exception in the late twentieth century as it was
in the late nineteenth. Some observers see the pro-immigration bias embodied in immigration
reforms since the 1965 Amendments, as drawing its strength from the platforms of well-organized
religious, ethnic and civil rights groups (Delagt, 2000). A Ieft-right codition of these groups and
employer’s organizations provided support for the 1990 Immigration Act, which significantly raised
the overdl immigration quota despite opposition of the genera public. Employer groups supported
an increase in employment based visas, while ethnic and civil rights groups supported an increase in

family-based migrants (Lee, 1998, p. 102-3). This codition dominated the weaker and less united
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interest groups, including labor unions and conservetive anti-immigrant groups, such as the
Federation for American Immigration Reform (FAIR). Thus just as one interest group codition
pushed the door closed early in the twentieth century, another propped it open wider in the late
twentieth century.

VI. Conclusions: Migration and Policy

A) Migration and Globalization in the Long Run

Immigration policy clearly has responded to globdizing forces since the age of mass
migration began in the middle of the nineteenth century. At the end of the nineteenth century barriers
were rising as labor became more abundant in the New World, rea wage growth dowed and
income distributions widened. But the door was closed dowly and with alag, as a result of nation
building, unrepresentative politics, or interest group dynamics. Wars and the interwar depresson
intengfied the process of redriction in the short term, a process that was reversed as sability
returned in the early post WWII period. In the early post WWII years, narrowing income
digtributions and rapid wage growth provided permissive conditions for a return to a more open
immigration policy in Europe and the New World. But from the 1970s, a risng demand for
migration was accompanied by dower red wage growth and widening income digtributions. Anti
immigration sentiment increased rapidly and in some countries this was reflected in policy tightening
amed againg labor migrants.

During the 19" and early 20" centuries the colonid empires of the European powers
furthered a dimension of globaization. Skilled workers (administrators, engineers, doctors, €etc.)
primarily from the colonial powers were brought to the dependencies, but much larger numbers of
unskilled workers from Asia, primarily from India and China, were brought to other less developed
aress to work on the plantations and in the mines. This dimension of the globdization of labor
markets had largely ended by World War |. Wars and the Depression interrupted the flow. The
post WWII demise of these Empires due to independence movements in Asia and Africa precluded
its being resurrected.

The indirect effects of globdization have dso been important. In the late nineteenth century
capital chased labor across the Atlantic to the resource abundant New World. While this raised the
rental rates on land, the free flow of capita atenuated the diminishing returns to labor. In the
absence of globdization in the capitd market, it is likdy that immigration controls would have come
earlier. When the globa cepitd market did implode in the interwar period, bariers rose more
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rapidly--even before the Great Depression. After the Second World War, as natura resource
endowments became less important, and as globdization returned to the capital market, the effects
of migration on red wages and income didtributions diminished. Globdizing capitd markets, by
atenuating the wage impacts of migration, helped to underpin liberdizing immigration policies up the
mid-70s and to dampen the immigration backlash in the following decades.

The integration of goods markets aso influenced the shape of immigration policy. In the late
nineteenth century declining transport costs eased relative factor scarcities and promoted wage
convergence in the Atlantic economy. It was reflected in New World agricultural goods invading the
Old World, and Old World manufactures invading the New World. Although trade effects reduced
the overal demand for Iabor in the Old World, it increased the relative demand for unskilled labor.
And in the New World trade effects increased the relative demand for skilled labor. 1n the United
States a least, the McKinley and Dingley tariffs were amed at protecting skilled labor; had they not
done so then perhaps barriers to immigration would have risen earlier.

From the 1970s the globdization of trade lowered the returns to low-skilled labor in the
First World and raised them in the labor abundant Third World. Trade hurt low-skilled workersin
the First World relative to the skilled. Immigration Smply added to the glut of low-skilled workersin
the developed economies that was being created by trade and technical change. It is no surprise
then that moves to redrict immigration snce the early 1970s have been amed principdly a
gemming the inflow of low-skilled workers--family unification policies notwithstanding.

B) The Future of Immigration Policy

The trend toward the integration and globalization of labor, product and capitd markets
observed over the past few centuriesis likely to continue. The decrease in the cogt of information,
communication and trangportation will encourage this development. The emergence of the poorer
countries from the poverty trap will provide the resources to finance internetiond migration, as will
the emigrant remittances of kinsmen aready in the high income destinations. The continued pace of
economic growth in the developed (OECD) countries will provide the magnet (pull) to draw
immigrants. The advanced economies will experience a high leve of immigrant supply from the less
developed countries in Latin America, ASa and Africa Y, these immigrants are entering
technologicaly advanced economies in which there is a growing demand for high-skilled workers
but shrinking relative employment opportunities for lower-skilled workers. In this way the first
decade of the 21% century differs from that of the first decade of the 20" century. At that time there
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were dill expanding opportunities for low-skilled workers in the indudtria, mining and agricultura
sectors of the growing economies of overseas settlement.

Y et, declining relative wages for low-skilled immigrant workers in the developed countries
will gtill exceed the risng relative wages these workers are likely to receive in their less developed
countries of origin.  This will tend to bring about a greater convergence of wages by skill leve
across the globe.  The wages of the high skilled and the wages of the low skilled will show lesser
variance across internationa borders, but because of a stegpening skill differentia perhaps even
gregter inequdity in earnings within countries.  This greater inequdity and continued internationd
migration is likely to be exacerbated by a subgstantiadly lower than replacement fertility rate in the
economically advanced countries.

The current period differs from the earlier period in another dimension as well. There is
now amuch gregter role for income distribution in the socid welfare function. To a greater or lesser
extent dl of the developed economies have evolved into modern welfare states. Thisis evident from
the much greater share of national income devoted to governmenta income trangfers to low income
groups in various forms—welfare payments, child alowances, unemployment compensation, hedth
benefits and old age assstance. This means that the widening of inequality (compared to what it
would be otherwise as a result of low-skilled immigrants) plays a more prominent role in public
policy. The result of increased low-skilled immigration and continued shrinking of job opportunities
for low-skilled workers in the advanced economies as a result of the globilization of trade and
technologica change will mean increasing shares of nationa income transferred by the government
to the low-skilled and poor native born and immigrant populations.

The result will be a continuation of a process that we are dready witnessng. Over the last
few decades, the immigrant receiving countries have been giving grester preference to high-skilled
immigrants and made the legd immigration of low-skilled workers that much more difficult. Thishas
been done in the face of pressure for more “humanitarian visas’ issued on the basis of a refugee
datus or a family rdationship to someore dready in the destination. Through the issuance of
permanent visas or through temporary visas (eg., the United States H1-B program), alocated on
the basis of the worker’s skill or occupation-specific employer petitions, high skilled immigration can
be expected to continue to grow.

A tightening of visastandards and numbers for “kinship” visasis dso likely. The tightening of
visa requirements for low-skilled workers will increase the supply of lowskilled illegd dien
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workers. Libera democracies find it incressingly difficult to limit illegal immigration. Globdization is
bringing about the reduction in barriers to mobility across countries.  For example, the free
movement of the citizens of the European Union across member states makes it that much more
difficult to limit the cross-border movement of immigrant workers, whether legd or illegd in ther
country of initial settlement.  Free trade agreements even across countries with sharply different
levels of economic development seem to bring forth arguments for less stringent restrictions on the
mobility of people (eg., U.S. and Mexico in NAFTA). Internationd tourism and family vists to
relatives in developed economies expand with globdization, facilitating illega employment &fter a
legdl entry. Border enforcement is of limited value when aliberal democracy shares a border with a
less developed country, but the increase in illegd immigration in Japan suggeds it is no longer
possible, if it ever was, for even an idand nation to sedl its border from illegd entries (Weiner and
Hanami, 1998). Enforcement of immigration law in the interior of a liberd democracy, including
national identity cards and employer sanctions, comes into conflict with the growing appreciation for

avil liberties and efforts to reduce regulatory burdens and the intrusveness of the state.

The likdy result will be a menu of policies Public policy in the high income countries will
favor the migration of skilled workers of dl sorts.  Efforts to reduce family-based immigration will
meet with only limited politica success. Where they do not aready exist employer sanctions and
nationd identity cards may be introduced to stem the tide of illegd diens, but they will not be used
effectively. Because draconian measures will not be used, the growing low-skilled illegd dien
population will be beneficiaries of periodic amnesties® Until such time as there is subgtantia
convergence in the incomes of workers of the same level of sill in the origin and dedtination
countries (as was the case between Western Europe and North America) legd and illegd

immigration pressures from the poorer to the wedthier nations will build up. Immigration restrictions

*2 Shortly after this paragraph was first written the Bush Administration proposed an amnesty for several million
illegal aliens from Mexico. Political pressures were exerted to expand it to all illegal aliens regardless of country
of birth. The slowdown in the economy and reactions to the terrorist attacks in September 2001 by aliens, many
of whom werein anillegal status, are likely to delay if not prevent this broad amnesty.

Shortly after this paragraph was first written the Bush Administration proposed an amnesty for several million
illegal aliens from Mexico. Political pressures were exerted to expand it to all illegal aliens regardless of country
of birth. The slowdown in the economy and reactions to the terrorist attacks in September 2001 by aliens, many
of whom werein anillegal status, arelikely to delay if not prevent this broad amnesty.
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may dow the numbers and shape the characterigtics of the lega migrants, but the globdization and
the integration of labor markets will continue well into the 21% century.
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Tablel
Free and Coerced Migration, 1790s to 1840s
(000s per annum)

1790s 1800s 1810s 1820s 1830s 1840s

Americas

Saves -- -- -- 60.25 56.34 4451
Free migrants -- -- -- 15.38 67.07 178.53
Percent free -- -- -- 20.2 54.3 80.0
Australia

Convicts 0.49 0.43 1.70 323 5.00 3.37
Free settlers 0.02 0.05 0.08 1.03 5.72 14.09
Percent free 34 104 4.5 241 53.4 80.7

Sources. Americas: Eltis, 1983, p. 256; Austraia: Free Immigration from Butlin, 1994 p. 22, Convicts from Shaw,
1966, pp. 363-68.
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Table?2
Region of Origin of Immigrants, By Decade of Immigration, 1921-1998 (Per cent)

Decade of Europe/ Other Latin Number
Immigration Canada® Mexico America Asa Africa Tota (1,000s)
1991-98® 17.6 25.5 22.3 31.0 37 100.0 7,582
1981-90 13.1 22.6 24.6 37.3 2.4 100.0 7,338
1971-80 225 14.3 26.1 35.3 1.8 100.0 4,493
1961-70 47.0 13.7 25.6 12.9 0.9 100.0 3,322
1951-60 68.7 11.9 12.7 6.1 0.6 100.0 2,515
1941-50 78.0 5.9 118 3.6 0.7 100.0 1,035
1931-40 86.8 42 5.5 3.1 0.3 100.0 528
1921-30 82.7 11.2 32 2.7 0.2 100.0 4,107

@I ncludes Australia, New Zealand and Oceania.

®Eight years. Includes over 1.3 millions former illegal aiens receiving permanent resident aien status. in 1991 and over 200,000 in 1992-97 under the
Immigration Reform and Control Act of 1986.

©lncludes nearly 1.4 million former illega aiens receiving permanent resident aien status. in 1989 and 1990 under

the Immigration Reform and Control Act of 1986.

Note: Detail may not add to total due to rounding.
Source: Statistica Y earbook of the Immigration and Naturalization Service, 1998, Tables 2 and 4.
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Table3
Gross Emigration Rates from European Countries, 1850-1913

(Emigrantsper 1000 population per annum, decade aver ages)

1850-59 1860-69 1870-79 1880-89 1890-99 1900-13

Bdgium 1.90 2.22 2.03 2.18 1.96 2.32
Denmark - - 1.97 3.74 2.60 2.80
France - 0.12 0.16 0.29 0.18 0.15
Germany 1.80 1.61 1.35 2.01 1.18 0.43
Gredt Britin ~ 4.83 2.47 3.87 5.71 3.92 7.08
Ireland 1899 1516 1128  16.04 9.70 7.93
ltely - - 4.29 6.0 865  17.97
Netherlands ~ 0.50 1.67 2.66 4.06 4.62 5.36
Norway - - 433  10.16 4.56 7.15
Portugal - - 2.91 3.79 5.04 5.67
Spain - - - 3.01 4.63 6.70
Sweden 0.51 2.52 2.96 8.25 5.32 2.93

Source: Hatton and Williamson (1998), p. 33.
Notes: Thesefiguresarefor gross emigration, drawn largely from Ferenczi and Willcox (1929).
Where possible the figuresinclude emigration to other countries within Europe. Unfortunately, data on return

migration are limited
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Table4
Growth of Emigration Age Group on Four Continents, 1955-1995

1955 1965 1975 1985 1995

Percent growth in previous five years of population aged 20-29

Europe 31 -32 14.0 19 -3.7
Lat Am + Caib 111 12.3 19.9 155 8.5
Aga 10.6 4.8 214 131 9.0
Africa 11.6 104 14.4 17.0 14.3

Population aged 20-29/population aged 20-64

Europe 28.5 25.6 27.1 26.8 24.1
Lat Am+ Caib 35.0 34.9 37.2 37.8 35.6
Aga 34.4 32.8 35.3 355 34.7
Africa 37.0 36.1 374 38.7 38.6

Source: calculated from United Nations, World Population Prospects: The 1998 Revision (various tables).
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Figure 1
Gross Intercontinental Emigration from Europe, 1846-1939
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Thousands

Figure 2
Gross Immigration to the US, Canada, Australia and New Zealand:
1950-4 to 1995-8 (annual averages)
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Contribution to trend (per 1000 population)

Figure 3
The Fundamentals Driving Emigration, 1850-1913
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