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Abstract

This paper examines whether immigrants increase the likelihood of unemployment among native-born
workers in the European Union.  Earlier papers measure the presence of immigrants in the loca labor
market by computing the share of the foreignersin specific regions. This paper, ingtead, utilizes a unique
feature of the 1988 Eurobarometer, which asks the native-born workers assessment of the number of
immigrants in the local market. By doing so, the association between unemployment of native-born
workersinthe European Unionand presence of immigrants in the local Iabor market is evaluated fromthe
native-bornworkers own perspective. Theempirica resultsindicate thet thereislittle, if any, association
between the presence of immigrants and unemployment among native-born workers.
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1. Introduction

“Immigrants steal jobs from the native-born workers,” is common folklore. Thisbdief is often
thought to be at the root of negative attitudes and hatred towards foreigners. Indeed, this folklore is
frequently resurrected and contributes to the increesingly bellicose attitudes of native-born workers
whenever a large portion of native-born workers suffers from unemployment. Is there any evidence
supporting this folklore? This pagper examineswhether immigrantsincreasethelikeihood of unemployment
among native-born workers in the European Union. The paper sheds new light onthis question by taking
advantage of a unique feature of Eurobarometer Survey data.

The number of foreigners in the European Union countries has risen sharply in recent years. In
fact, for the firg time inmany decades, the 1990's saw the share of the population change inthe European
Unionaccounted for by net immigration exceed that of natural population growth (OECD (2001, p. 33)).
Theincreased immigrationwas not dways wel come, and hasbeenassociated withincreased anti-foreigner
attitudes and actions in some countries. In Great Britain, for example, the number of racidly motivated
incidents reported to the police grew from 4,383 in 1988 to 7,793 in 1992 and 13,878 in 1998.! Inthe
summer of 2001 this Situation exploded when South Asan immigrants in Britain rioted in the cities of
Bradford, Oldham, Leeds and Burnley, in large part to protest growing anti-immigrant attitudes and
violence (see EUMC (2000) for incidents of other countries).

Economigts have long been interested in effects of immigration on employment of native-born

1 The number of incidents reported to the police grosdy underestimates the actual number of such
incidents since most remain unreported. 1N 1996, the British Crime Survey estimated that 143,000 offences
agang ethnic minarities (transgressions considered by the victim to be racialy-motivated) had been
committed the year before (Channel4 (2000)).
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workers. They examine whether the association of immigration and unemployment among native-born
workers can be established fromboth theoretical and empirical perspectives. Economic theory warns us
againg hadtily assuming that aflow of immigrantsinto an economy will raise the unemployment of natives.
Itisonly inasmple, one-sector, rigid-wage modd where the labor market is homogeneous that increased
immigration will augment labor supply and thus raise unemployment. The impact of immigrants on
employment is more complex than this.  Inricher and more redistic models, the impact of immigrationon
unemployment inany givenlabor market isambiguous. For example, generd equilibrium modding suggests
that immigrants can be absorbed in the economy with little or no negative impact on employment if the
immigrants are employed in expanding, |abor-intensive sectors of the economy.? The effect of immigrants
on native-bornemployment may vary according to the humancapital endowments (for example, schooling
and on-the-job experience) of the native-born. It is quite possible that immigrants may be subgtitutes for
some native-born labor while complements to others.  If immigrants are complements to some non-
immigrants, the foreign labor inflow increases the demand for non-immigrants, thus raising rather than
lowering their employment.®

Some economidts have tried to empiricaly verify the association between immigration and
unemployment of the native-born workers. Overdl, the existing evidence on theimpact of immigration on

European labor marketsisincondusive, oftenfinding smal or no effects of immigrationon unemployment.*

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

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

4 See the survey paper by Zimmermann (1995), as well as Hunt (1992), DeNew and Zimmermann
(1994), Muhleisen and Zimmermann (1994), Pischke and Veling (1997), Winter-Ebmer and Zweimuller
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Other countries dso show amdl or no effect of migration on the likelihood of employment of native
workers. Using the1990 U.S. Census, Card (2001) findsthat effects of the immigrationinflowsin1980s
in the United States onnatives as awhole are very smdl. Negative effectsof the immigration inflows on
native-born employment can be found only for younger and less-educated native workers and only ina
few highrimmigration cities. Studying the effects of immigration on the unemployment rates in Audrdia
over more than a century (1861-1991), Pope and Withers (1993) find no evidence that immigration
sgnificantly increased unemployment. Gross(1998) dso finds, usng the datafromthe province of British
Columbiain Canada, inthe long-runimmigrant inflowsmay create more jobs thanthey occupy, thoughthe
effectsof the inflows of immigrants on the unemployment in the short-run may be negative.

Inshort, economic theory and empirica evidenceshowlittleor no associ ation betweenimmigration
and unemployment among native-born workers. This is contradictory to what folklore says, i.e., that
immigrationhas a detrimental effect on native-bornworkers: employment. This paper calls attentionto the
fact that the presence of immigrantsin earlier udiesis measured by computing the share of foreignersin
specific regions based on Census-type survey data. Instead, this paper examineswhether the association
between immigration and unemployment among native-born workers can be found if the presence of
foreignersin the local labor market is assessed by the native-born workers themselves.

For our andyss, we utilize a unique feature of the Eurobarometer Survey, October/November
1988. This survey asks a question “ are there many, afew or no people of another nationdity who livein

your neighborhood?’. We usethe responseto this questionas native-bornworkers' salf-assessment of the

(1994), and Winkemann and Zimmermann (1993).
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concentrationof immigrantsinthe local labor market.> The response has an advantage inthat it represents
native-born workers' perception and not the researcher’s discretion as to the extent of the loca labor
market and the concentrationof foreigners. Computing the proportion of foreignersinthelocal market usng
Census-type data, as done in other studies, faces the danger of defining too small or too large an areaas
the loca labor market. Since in our datawhat congtitutes the local Iabor market and the concentration of
foreigners is determined by the native-born workers own assessments, our measure of the presence of
foreignerswill be morerdevant in understanding why the unsophisticated and sometimes bellicosefolklore
resonates for some European Union citizens.

Itis unfortunate that the same question has never beenasked againinthe Eurobarometer surveys.
This prohibits us from studying the association before and after the fall of the Berlin Wl in 1989.
However, it isdill interesting to study the associationprior to the fal of the Berlin Wall and the sea-change
in political and economic relations that accompanied and followed it. Our andysis is able to provide a
backdrop on which to view and interpret the changes which followed. If the concentration of immigrants
in the local labor market as assessed by the native-born workers themsdlves fails to show a detrimenta
effect of immigraion on native-born employment, then one must wonder what lies at the root of the
immigrant—unemployment folklore and policies enacted in its wake.

In the next section we offer some background discussion on the Eurobarometer survey data set

® One shortcoming is that the neighborhood and the local labor market may diverge. Sincethe datadoes
not have information where individuas work, our estimationmay be biased. We assume that respondents
usually encompassthar workplace as their neighborhood. For Germany, Gang and Rivera-Batiz (1994b)
performed the dtatistical andys's usng the actua percentage of foreignersin the region (Bundedaender)
wherethe personlivesinstead of the variablesfromthe response to the question. No substantia difference
in results were found.
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utilized in this paper, and present meancharacterigtics. Section 3 examines the determinants of likelihood
of employment of native workers by utilizng probit andyss and tests various hypotheses related to the
effects of the concentration of foreignersin the neighborhood onthe employment of nativeworkers. Section

4 concludes.

2. Data

The andyss in this paper uses the October/ November 1988 Eurobarometer Survey. The
Eurobarometer surveys are carried out each year among citizens of Europe to examine attitudes towards
avariety of issues. The surveys give rise to unique data sets consisting of  single cross-sections of a
geographicaly distributed random sample of households across Europe. The October/November 1988
survey was conducted among the 12 countriesthat were members of the European Union at that time (see
Reif and Mdich (1991) for adetailed descriptionof the proceduresfollowed ineach country). In addition
to information on household economic and demographic behavior, the October/November 1988
Eurobarometer survey contains detailed questions on immigrants and foreigners, whether the survey
respondent was a citizen or not, and information on whether any immediate family member is of foreign-
origin, or not of foreign-origin.

The sub-sample of the population studied conssts of European ditizensinthe labor force, 16 - 70
years of age, not of foreign origin, not self-employed and not inthe military. In addition, respondents who
did not answer questions asto ther netiondity, occupation, age or gender wereexcluded. Our find sample
Sze of European Union citizensis 4,324.

Table 1 presentsa summary of the sample means of the variables used in the andysis. Among the
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4,324 observations, 86 percent of them(3,737) were employed and the remaining 14 percent (587) were
unemployed. Thedataincludeslabor market relevant human capital variables, educationand potential |abor
market experience. Educetion is quantified by years of schooling, measured in the survey by the age at
which the person left school minussx. Potentid labor market experienceis measured by an individud's
age minus the age a which he or she left school. Two dummy variables are constructed to incorporate
demographic effects. Gender is equd to oneif the personismae, and zero if female. Head of household
is equal to one if the personis a head of the household. Another variable is equa to the number of children
lessthan 15 years old living in the household where the respondent to the survey resides.

To quantify the presence of the foreigners in loca labor markets, we use the Eurobarometer
respondents self-report of foreign presence, dicited in response to the question “are there many, afew or
no people of another nationdity who live in your neighborhood?’. In the empiricd anaysis, two dummy
variablesare utilized: the first dummy variable is equal to one if the personresponded that there were many
foreignersin their neighborhood, and the second dummy variable is equd to one if the person stated that
there were afew foreignersin their neighborhood. Less than a hdf of the sample (44 percent) declared
that there were no foreigners residing in their neighborhood, while 46 percent stated there were a few
foreignersin their neighborhood, and 10 percent said that there were many foreigners.

Table 1 dso reports mean characteristics of sub-samples partitioned by employment Status
(employed versus unemployed), educational attainment (schooling of 12 yearsor more versus less than 12
years) and age (older than 30 years versus 30 years or younger). According to t-tests, only number of
children aged less than 15, gender, and the variables related to the existence of foreigners in the

neighborhood are not Sgnificantly different between the employed and the unemployed. For the more-
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educated (12 years or more) versus less educated groups, only head of household is not significantly
different fromeach other. For the age partition, in comparing younger (30 yearsor less) and older groups,

al of the variables except no foreigner in aneighborhood are significantly different from each other.

3. Immigrants and Unemployment: Probit Analysisand Hypothesis Tests

This paper examines whether the existence of the immigrants has detrimenta effects on the
employment rates of European Union citizens from the native-born workers own perspectives. In
measuring the degree of the existence of immigrants in the loca labor market, the varigbles of the sdf-
reported concentration of foreigners (many, few, and no foreigners in the neighborhood) are used as
proxies. For our empirical study, a probit analyssis employed usng abinary variable of being employed
as the dependent variable. The dependent varigble is quditative, equd to one if the person is employed
and zero if unemployed.

The probability of being employed is defined as Prob(Employed = 1) = O(X0O), where O isa
standard normal cumulaive dengity functionand X includes various exogenous variablesinduding potentia
experience and itssquare intens, education, number of childrenaged lessthan 15, head of household, mae,
and dummy variables for the existence of foreigners in the neighborhood.

Table 2 presentsthe resultsof the probit andysis. Thefirst column reportsthe probit estimatesfor
the entire European Community sample. The variables related to humancapital show the expected signs,
schooling increases the probability of employment, while potentia labor market experience at first (26.82
years or less) increases the likdihood of employment and afterward decreases the likelihood of

employment. Only household head significantly increases the probability of employment among other



variables not related to human capital.

The impact of the (perceived) presence of foreignersin local labor markets on the probability of
employment may be measured fromthe estimates of the dummy variables associated with*“many” or “few”
foreigners in the neighborhood. When the whole sample is used, the dummy variables associated with
“many” or “few” foreigners in the neighborhood are, respectively, negative and positive, but neither is
sgnificant a 5 percent leve of Sgnificance. These results suggest that immigrant presencein aloca labor
market, regardless of the density of immigrant presence, is not Sgnificantly associated with a greater or
lesser likeihood of employment among native-born workers in that labor market. Furthermore, we test
the joint hypothesisof O(many foreigners) = O(few foreigners) = 0 employing alikelihood ratio test (for
the likdihood retio test, see Amemiya (1985), section4.5). Another probit model under thenull hypothesis
isestimated to cdculatealikdihood ratio test satistic. The null hypothesis cannot bergected at 5 percent
of dgnificancesincethelikeihoodratio test Satidic is2.766 (= 2* (1646.282-1644.899)) withtwo degrees
of freedom, whichmeans that the likelihood of employment isnot increased or decreased withthe presence
of immigrantsin the loca labor market.

Inorder to test whether there are differentid effects of the presence of immigrantsinthe local labor
market on less-educated citizens or onyounger citizens, the likelihood of employment is analyzed for sub-
groups partitioned by education (reported in columns 2 and 3 of Table 2), and by age (reported inthe last
two columns of Table 2). When the sample is partitioned by whether the respondent is under or over 30
years, probit estimates of dummy variables associated withthe presence of foreigners in the neighborhood
are not significant. Also ajoint hypothesis of O(many foreigners) = O(few foreigners) = 0 cannot be

rejected at 5 percent of significance for both sub-groups.  We aso partition the sample according to
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educationd atainment; more educated workers with 12 years or more schooling versus less educated
workers with less than 12 years of schooling.  The effects of the presence of immigrantsin the loca labor
market on the employment of more educated native-born workers are not sgnificantly detrimental.
However, a substantia presence of immigrants in the loca labor market (many foreigners in the
nel ghborhood) sgnificantly lowersthe likelihood of employment of the |ess-educated native-bornworkers.
A joint hypothesis of O(many foreigners) = O(few foreigners) = 0 is also regjected at 5 percent of
sgnificance for less educated group.

Probit andyss and hypothess tests are used to find whether the presence of immigrantsinthe loca
market lowersthe employment rate of the native-bornworkersinthe European community countries. The
results of the analyss indicate that, consistent with thoseof previous papers based on computed share of
foreignersasameasure of concentration of immigrants, the presence of immigrantsinthe local labor market
isnot detrimentd to the native-born workers as awhole, but may have negative effects on less educated

native-born workers.

4. Conclusions

This paper answersthe question, “Isthe presence of immigrants in a neighborhood detrimental to
thelikelihood of employment of native-bornworkers’? The folklore, “immigrantssteal jobsfromthe native-
born workers,” bluntly takes for granted the negative associ ation between immigrationand unemployment
among the native-bornworkers. Previous sudies use the proportion of foreignersin the region computed
usng Census-type surveys as the measure of the presence of foreigners. We push the andysis one step
further by examining their presence fromthe native-bornworker’ s perspective. Onewould expect thisto

increase the effect of the presence of foreigners on unemployment.  Our measure of immigrant presence
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ispossible thanks to a unique data set, the Eurobarometer 1988, which contains a question asking the
native-born workers own assessment of the number of immigrants in their neighborhood. The response
reflectsnot only anative-bornworker’ s perception of concentration of foreignersbut aso the extent of thar
neighborhood, which is presumed to be closdly related to the locd [abor market. Though there may be a
discrepancy between an individud’ s neighborhood and his workplace, the question provides invdugble
information on the presence of foreigners in the loca |abor market from the assessment by native-born
workers.

The results from the probit andysis on who is employed and who is not are quite consstent with
other previous studies using computed concentration of immigrantsin the regions based on Census-type
data. Evenwiththenative-bornworkers sdf-assessment onthe concentration of immigrants, the presence
of foreignersinaneighborhood is not Sgnificantly associated withalower likelihood of employment among
European citizens in that neighborhood. The exception is that the presence of a substantia proportion of
foreignersinaneighborhood sgnificantly lowersthe likelihood of employment among less educated native-
born workers.

Great care, of course, is warranted in interpreting these results. The finding that, in generd, the
presence of foreignersinaneighborhood is not associated withalower likelihood of employment of native-
born workers in alocd labor market does not exclude the possibility that immigration has effects on the
unemployment among native-born workers prevailing in other neighborhoods. Indeed, immigration into
one local labor market may lead to unemployment inother labor markets, as native-bornworkers emigrate
from the labor market into which the immigrants are flowing. In this case, empirically, one would not

necessarily observe areas of concentration of foreigners being linked to greater unemployment in those
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areas.®

Withthis cautiontaken, the findings shed light onhow to deal withthe increasing negative attitudes
toward foreigners in European Union (see Gang, Rivera-Batiz, and Yun (2001)). The increased flow of
migrants during the 1990's has generated fears in aggnificant portion of the public and policymakers that
immigrants are displacing native-born workers, i.e,, causng unemployment among the native-born
workers.” It is believed that the less skilled native-born workers are more vulnerable to increasing
competition with immigrants. This has been accompanied by strong policy measures oriented to restrict
immigration to the European Union.

Thefindings inthis paper show that the associ ati on between immigrationand unemployment among
native-born workers, as suggested by folklore, cannot be strongly established even with using the
perception of the native-bornworkers onthe concentrationof foreignersin the loca labor market, and on
what the local labor market is. Indeed, studieson attitudestowardsforeignersin European Union countries
generdly show that the unemployed do not have more negative attitudes towards foreigners relaive tothe
employed, though overdl the negaive datitudes towards foreigners have increased. This does not
necessarily mean that economic srains caused by increasing immigration in terms of high unemployment
and gagnant earnings do not play any role in increasingly negative atitudes toward foreigners. However,

it may suggest that the association between economic strain (at least as increasing unemployment) and

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

" Severd papersinvestigating the effects of economic strain, as measured by high unemployment, low
wages, or employment structure, whichmight be caused by theincreasing number of immigrantsinthe labor
market on anti-foreigners attitudes (Krueger and Pischke (1997), Dusmann and Preston (2000, 2001),
Bauer, Lofstrom and Zimmermann (2000), and Gang, Rivera-Batiz, and Y un (2001)).
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negdive atitudes towards foreigners may not be the mgor reasons why the anti-foreigner attitudes have
increased. The folklore may be just areflection of prgudice and discrimination againg foreigners inthe
European Union countries. The findings in this paper strongly suggest that prejudice and discrimination
agang foreigners in the European Union countries are playing subgtantia roles in increasng negative
attitudes towards foreigners. European countries face amgor chalenge in battling the ignorance and the

socid environment that give rise to prgjudice and discrimination.
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Vaiade Whole
Sample
Age 36.28
(12.90)
Potentia 18.61
experience (12.52)
Education 11.67
(years) (2.83)
No. of children 0.71
<15 (1.02)
Head of 0.62
household (0.49)
Gender 0.60
(Mde=1) (0.49)
Many 0.10
foreignersin (0.29)
neighborhood
Few foreigners  0.46
in (0.50)
neighborhood
No foreigners  0.44
in (0.50)
neighborhood
Employed 0.86
(0.34)

Number of 4324
cases

Table1l. Sample Means

Employed

Yes No
36.76* 33.26
(11.71)  (12.69)
19.01* 16.08
(12.29)  (13.63)
11.74* 11.17
(2.85) (2.66)
0.72 0.66
(1.00) (1.06)
0.63* 0.50
(0.48) (0.50)
0.61 0.58

(049)  (0.49)

0.09 0.11
(0.29)  (0.31)

0.47 0.43
(050)  (0.50)

0.44 0.46
(050)  (0.50)

3737 587

Standard deviations are reported in parentheses.
* means that the null hypothesis of equal means between comparison groups is rejected at the 5%

leve of sgnificance.
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Age

lessthan olderthan 30 Years
12Years 30Yeas or less

Education
12 Years
or more
35.09* 37.45
(11.10) (12.53)
14.96* 22.20
(10.94) (12.93)
14.13* 9.25
(1.67)  (1.15)
0.65* 0.76
(0.97) (1.05)
0.61 0.62
(0.49) (0.49)
0.58* 0.62
(0.49) (0.48)
0.11* 0.08
(0.32 (0.26)
0.50* 0.43
(0.50) (0.50)
0.39* 0.49
(0.49) (0.50)
0.88* 0.85
(0.32) (0.36)
2142 2182

43.76¢ 2454
897) (347

26.19*  6.72
(9.95) (3.97)

1157  11.82
(302)  (251)

0.81* 0.55
(1.07) (0.89)

0.74* 0.42
(0.44) (0.49)
0.64* 0.55
(0.48) (0.50)
0.09* 0.11

(0.28) (0.31)

0.48* 0.44
(050)  (0.50)

0.44 0.45
(050)  (0.50)

0.90* 0.82
(0.31) (0.39)

2641 1683

Source: Authors calculations from the Eurobarometer data (Reif and Mdich (1991)).
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Table 2. Probit Results on Probability of Being Employed

Vaiadle

Congtant

Potential experience

Potential experience?/10

Education (years)

No. of children< 15

Head of household

Gender (Mde=1)

Many foreignersin
neighborhood

Few foreignersin
neighborhood

Logikelihood

Log-likelihood when
O(Many foreigners) =
O(Few foreigners) =0

LR test:
O(Many foreigners) =
O(Few foreigners) =0

Dependent Variable: Employed = 1; Unemployed = 0.

Whole
Sample

-0.182
(0.142)

0.059*
(0.007)

-0.011*
(0.002)

0.062*
(0.010)

-0.006
(0.026)

0.158*
(0.062)

-0.058
(0.057)

-0.130
(0.085)

0.009
(0.052)

-1644.899
-1646.282

2.766

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

* means datidicaly sgnificant a the 5% levd.

Standard errors are reported in parentheses.

Age

older than 30 Years
30 Years or less
-0.083 -0.137
(0.354) (0.262)
0.039* 0.107*
(0.019) (0.031)
-0.006* -0.037
(0.003) (0.021)
0.084* 0.037*
(0.0149) (0.018)
0.032 -0.058
(0.034) (0.041)
-0.106 0.364*
(0.101) (0.087)
0.008 -0.055
(0.090) (0.077)
-0.206 -0.081
(0.121) (0.121)
-0.114 0.148
(0.072) (0.078)
-858.780 -766.424
-860.825 -769.122
4.090 5.396

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