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Outline of talk

•Some background facts on immigration into 
OECD economies
• Will not discuss immigration into non-OECD 

economies  

•Quick review of economic theory and evidence 
on impact of immigration on labour market

•Limitations of academic research in migration 
policy 

•Contrast with public opinion
•Why migration policy is so difficult



UK Immigration: a personal perspective

• A declaration: I am currently Chair of the UK’s Migration Advisory 
Committee:

• Appointed by but independent of government
• Government asks selected migration-related questions, we try to answer
• Any views here are mine, not MAC, not UK government

• Many of my examples are from the UK because that is what I 
know best

• other countries often have similar themes
• Will be interested to hear from you what is same, what is different in 

your country

• This has changed my perspective on the academic research and 
the challenges of translating this into practical policy 

• I will try to give you a flavour of this because, ultimately the aim of 
academic research should be to make the world a better place



The Share of Immigrants in a Global Context
(from Castles et al ‘The Age of Migration’



The share of immigrants in OECD countries



Net migration has been rising in the UK (and 
many other OECD countries)



Current levels of net migration are new in UK 
long-run historical experience 
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And  high levels of public concern:
Percentage of Respondents thinking Immigration/Europe an 
Important Issue Facing Britain (Ipsos-Mori)



Public opinion in selected other EU countries - Most important 
two issues facing your country -% mentioning immigration 
(Eurobarometer)

Year Germany Italy Sweden EU28 UK

2012 9 3 10 8 21

2013 14 4 13 10 32

2014 22 16 14 15 41

2015 46 31 28 23 35

2016 56 28 44 28 38

2017 37 36 29 22 19

2018 38 35 25 21 17



Overall attitudes to immigration –”Immigrants 
contribute a lot to the country”
(Eurobarometer Spring 2018

Agree Disagree Agree-
Disagree

EU28 48 45 +3

Italy 34 59 -25

UK 72 22 +50

Germany 52 41 +9

France 42 49 -7

Sweden 82 16 +66

Hungary 15 81 -66

Spain 61 29 +32



What aspects of immigration are the public 
concerned about? 

•Public often seem ill-informed about level of and 
evidence on impacts of migration

•Public opinion often more mixed than public given 
credit for – most people support some types of 
immigration

• Lets look at some data on public attitudes

•From European Social Survey, 2014 and 2016



“would you say that people who come to live here 
generally take jobs away from workers or generally 
help to create new jobs?”

Country
Take Jobs 

Away Neutral Create Jobs Net

Hungary 65% 22% 13% -52%
Austria 43% 31% 26% -18%
Belgium 40% 37% 23% -18%
Spain 43% 30% 26% -17%
UK 38% 33% 29% -10%
Netherlands 31% 41% 28% -3%
France 32% 36% 32% 1%
Switzerland 26% 34% 38% 12%
Denmark 23% 36% 41% 19%
Germany 20% 37% 43% 23%
Norway 14% 29% 56% 42%
Sweden 11% 28% 61% 50%



“do you think  people who come here take out 
more than they put in or put in more than  
they take out? “ 

Country Take Out More Neutral Put in More Net

Austria 60% 25% 15% -45%
Hungary 57% 29% 15% -42%
Spain 56% 28% 15% -41%
Belgium 52% 28% 20% -33%
Netherlands 49% 28% 23% -26%
France 44% 36% 20% -24%
Switzerland 42% 36% 21% -21%
UK 45% 26% 29% -17%
Denmark 43% 29% 28% -15%
Germany 35% 38% 27% -7%
Norway 35% 32% 33% -2%
Sweden 26% 31% 42% 16%



“would you say that country’s  cultural life is 
generally undermined or enriched by people  
coming to live here from other countries”

Country Undermined Neutral Enriched Net

Hungary 59% 20% 21% -38%
Austria 48% 21% 30% -18%

Italy 49% 16% 35% -14%
France 36% 18% 45% 12%

UK 31% 19% 50% 19%
Norway 25% 18% 57% 32%

Switzerland 25% 18% 57% 32%
Germany 24% 18% 57% 33%
Belgium 24% 17% 59% 35%

Spain 20% 19% 61% 41%
Netherlands 21% 15% 64% 43%

Sweden 13% 13% 74% 61%



“Are country’s crime problems made worse or 
better by people  coming to live here from 
other countries?”

Country Worse Neutral Better Net

Norway 77% 13% 9% -68%
Austria 74% 19% 7% -68%
Netherlands 71% 20% 9% -62%
Spain 66% 27% 6% -60%
Belgium 68% 22% 10% -59%
Hungary 65% 26% 9% -56%
Switzerland 67% 21% 12% -55%
Germany 64% 26% 10% -55%
Denmark 60% 29% 11% -49%
Sweden 57% 30% 12% -45%
UK 54% 33% 13% -42%
France 47% 36% 16% -31%



Overall: “Is country made a worse or a better 
place to live by  people coming to live here 
from other countries?” 

Country Worse Neutral Better Net

Hungary 59% 28% 13% -46%
Italy 62% 18% 20% -42%
Austria 48% 31% 21% -27%
France 34% 36% 30% -4%
Belgium 33% 32% 36% 3%
Germany 30% 31% 38% 8%
UK 32% 25% 43% 11%
Spain 27% 33% 40% 13%
Switzerland 24% 38% 37% 13%
Netherlands 24% 31% 44% 20%
Norway 20% 36% 44% 24%
Sweden 18% 22% 60% 42%



How do these views line up with economic 
theory and evidence?

•Will give a quick overview of the impact of 
immigration on the labour market 
•Theory
•Evidence
•Limitations

•Many public concerns are not about labour 
market impacts – will discuss these a bit at 
the end



The Impact of Immigration on Labour
Markets: Some Simple Theory

• Views immigration  as affecting labour supply – changes the 
level and possibly the skill mix

• Simplest model 
• Two factors homogeneous labour and capital 
• Aggregate Production function Y=F(K,N+M), has CRS
• Perfectly competitive factor markets
• Labour inelastically supplied
• Capital treated as fixed (short-run?)

• Immigration modelled as raising M

• What is impact of immigration on the income of natives?



In a Picture (from Borjas, JEP, 1995)



Predictions

• Wages down, returns to capital up (simple supply/demand)

• But increase in returns to capital is larger than fall in return to 
workers – the immigration surplus

• Size of immigration surplus is small

• Where s is labour share in GDP, e is wage elasticity of labour demand 
curve and m the share of migrants in workforce

• Distributional likely to be much bigger
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Is this simple model helpful?

• What this model might be able to explain?
• Why business generally in favour of immigration but 

workers less enthusiastic

• But it does have problems:
• In LR think of capital flexible not fixed so that e=0 and 

immigration surplus is zero  - immigration only affects 
scale of the economy (GDP) not living standards (GDP per 
capita)

• All impact comes through impact on wages and evidence 
does not suggest these effects are large

• Assumes natives and migrants are perfect substitutes – what 
happens if they are not



Imperfect Substitutes..

•Assume:
•Constant returns to scale production function, 

Y=F(N,M)
•Two types of labour, native and migrant, in 

inelastic supply
•Perfectly competitive factor markets
•Behind the scenes perfectly elastic supply of 

capital and other inputs



The Immigration Surplus Result v2

• Average wage of natives is always raised by immigration if they are 
imperfect substitutes

• With perfect competition, wages equal marginal products

• So that impact of increase in M on wages must be given by:

• With CRS and two factors of production, they must be complements 
so this is positive

• But might think this is special e.g. assumed N and M are 
homogeneous, no different skills
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The Immigration Surplus Result v3

• Assume CRS production function with lots of types of labour 
(think of skills) 

• Assume:
• total stock of natives/migrants is N/M

• Share of migrants with skill j is µj
• Share of natives with skill j is ηj

• Lets consider change in stock of migrants holding the skill 
composition fixed

 1 1 2 2, ,.... J JF N M N M N M  



A simple trick
• Write production function as:

• Where second line follows from if skill mix constant then (η,μ) are just 
parameters

• is a CRS production function with two inputs and marginal 
products equal wages

• Can then just apply earlier result to show average wage of natives must 
rise
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What This Does Not Say

•Does not say wages of all natives must 
rise

•Does not say immigration always raises 
average native wages, only that it does so 
if skill mix of immigrants is constant

•Does not say the effect is big

•Can generalise it further but will not do 
that here…



Immigration Surplus Result v4 – Changing the 
Skill Mix

•Suppose write migrant skill mix as:

•Increase in θ means migrants and natives 
more similar

•This must reduce average wages of natives 

 '      



Empirical Evidence

•All of these models assume that labour impact of 
immigration is felt through changes in wages

•A lot of empirical research into whether this is the 
case

• Impossible to summarize here but most of the 
studies find relatively small (or zero) impacts on 
wages

•But effects are likely to be heterogeneous - ‘what is 
the impact of immigration’ not a very well-posed 
question



The Limitations of Academic Research in 
Economics

• Academics pour lot of energy (rightly) into trying to 
correct negative public opinion on impacts of migration

• But often fail to recognize that they are not making a 
strong positive case for migration

• The slogan “Vote for X because it makes no difference 
to you” has won few elections

• Most voters well understand the heterogeneity in the 
likely impacts

• And much academic research seems to use models that 
do not seem well-aligned with reality or relevant policy 
questions



An example (I have used this framework)
• If assume wages are equal to marginal products this 

implies individual employer does not care about 
whether they have access to a migrant or not

• One minute with an employer convinces you they care a 
lot (and they often spend money hiring them)

• What models might predict this?
• Models with MPL>w
• Models with unobserved quality which ‘prevailing 

wage’ rules do not capture

• Does not mean that conclusions form existing models 
are inevitably wrong e.g. if W=(1-μ)MPL

• But does not mean they are right either – I am currently 
working on this



Other Possible Impacts of Immigration

•Most important impacts of immigration may not be on the 
labour market (e.g. attitudes to crime reported earlier)
•MAC Report on EEA migration, Sept 2018 considered impacts 
on:

•Productivity, Investment, Innovation, Training
•Consumer and house prices
•Public Finances
•Public services: health, social care, education, social 

housing
•Crime, well-being and community



Conclusion on Impacts

Hard to summarize but overall:

• Have been impacts, both positive and negative, but they are 
modest: EU migration has been neither very bad nor very good

• Need to put impacts in perspective – fall in the value of £ post-
referendum led to 1.7% rise in prices - probably bigger then 
impact on labour market of all EU migration post-2004

• Nothing in report means potential gains from going it alone on 
migration can necessarily offset substantial weakening of trade 
ties with the EU (though we don’t know what those are)



Why Are Impacts so Small when 
Immigration has been quite high?

• Main impact of immigration has been to increase the population

• Most things scale up in proportion to population so that impact on 
people’s lives is relatively small

• For example, migrants add to both labour supply and demand

• EEA migrants are not clones of existing population so do alter 
balance of demand and supply in different parts and this is where 
there are impacts

• But just as impacts have been modest, so potential gains from 
change are also modest 



Policy Recommendations

•Broad principles behind future migration system:
•should be based on skill rather than nationality
•should be made easier for higher skilled workers than for 

lower skilled workers to come to the UK
•This has been broadly accepted by government though:

•Debate about extent and pace of change desired
•Does not mean migration should not be part of 

negotiations with EU
•Is, in broad terms, a description of policy followed by 

countries like Canada, Australia etc
•Not really surprising that would not choose ‘free 

movement’ if in isolation from wider trade agreement



Controversies

• Have been criticised for not being in favour of lower-skilled 
migration

• Have been criticised for ignoring ‘needs of the economy’
• Biggest problem with much commentary is belief in ‘lump of 

labour fallacy’ - there is a fixed level of jobs or labour demand in 
an economy, independent of labour supply

• Lump of labour fallacy comes in two flavours:
• If there is more immigration there will inevitably be more 

unemployment (because the number of available jobs is fixed) 
• If there is less immigration there will inevitably be more 

shortages (because the demand for labour is fixed by the 
‘needs of the economy’)

• UK labour market very tight at the moment but wage growth 
remains weak so a lot of talk about need for immigration to avoid 
‘generalised labour shortages’



A Generalised Shortage of Labour
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A long-run international perspective

• Countries differ a lot in the rate at which their labour forces have 
increased over long periods of time because of:
• Net Immigration 
• Natural population growth
• Entry of women into the labour force

• But employment strongly follows increase in labour force

• No relationship between change in employment rates and growth 
in labour force 

• No relationship between growth in GDP per capita and growth in 
labour force – suggests productivity/innovation growth effects 
unlikely to be large

• Not the most sophisticated analysis ever but useful as basic test of 
claims



Employment Growth driven 1-for-1 by 
Labour Force Growth



Rapid Labour Force Growth Not 
Necessary for Growth in GDP per capita

•



What about the migrants’ perspective?

• There typically are clear gains for immigrants from poorer 
countries:
• E.g. annual wages in Poland about 56% of UK levels at 

purchasing power parity
• Gap even larger for workers from developing countries

• Idea of ‘citizenship rent’ is very important (Branko Milanovic)

• But many of these potential migrants are not so poor that 
they could not afford to migrate

• Paying a people smuggler often costs more than a business class 
airfare to your destination

• And flying business does not risk your life – 2.3% chance of dying 
if take a boat in the Med

• But still increase your life expectancy by getting in the boat



Migration Policy – the Kobayashi Maru of 
Economic Policy



The difficulties of discussing migration policy

• Much popular discussion is very binary  - ‘immigration good’ 
or ‘immigration bad’

• But migrants are very heterogeneous and their impacts are 
also likely to be very heterogeneous

• Does not make much sense to talk about ‘the impact of 
immigration’ without specifying the type of immigration

• There are some types of migrants that majority of people 
think should be welcome – this is not very controversial

• But there are other types of migration that are more 
controversial and this is where a lot of discussion is focused



This disparity between the gains to migrants 
themselves and to natives is what leads to the 
policy ‘tension’

•Natives have little/no incentive to want to allow 
large numbers of some types of migrants into the 
country - but they have the votes

•There are many potential migrants who would like 
to enter the country – but they have no votes

•So the demand for migrants by host country almost 
inevitably much smaller than the supply of potential 
migrants – the ‘market’ is out of equilibrium 



How Big is the Supply of Potential Migrants?

•Our best evidence comes from the Gallup World 
Poll from 146 countries
•630 million adults would like to move (14% of 

world population)
•48 million plan to move in next 12 months
•19 million making preparations to move

•Gallup also computes ‘potential net migration 
index’
• (number of adults who would like to come –

number of adults who would like to leave)/adult 
population



Gallup Potential Net Migrant Index
(% change to adult population based on expressed desire)

2010-2012 2015-2017

UK 53 37

Italy 10 -8

Germany 23 45

France 37 44

Australia 179

Spain 43 36

Sweden 60 98

Denmark 31 91

Netherlands 17 29

Switzerland 136 187

United States 45 46



Policy Options – in very broad terms

• Build walls (literal or metaphorical) to limit migration to the numbers desired 
but:

• Expensive
• Leads to migrants seeking different paths
• Ineffective?

• Reduce attractiveness of migration (supply) by:
• Economic development in origin countries (but over some range migration rates 

rise with income)
• ‘Hostile environment’ in receiving countries – unpleasant and may reduce 

demand as much supply 

• Increase support for migration (demand):
• But evidence is that benefits are often not very large

• Find a way of having migration for mutual benefit (price mechanism)
• Michael Clemens
• UN Global Compact on Migration
• But this is hard



The relationship between emigration and economic 
development (Clemens -
https://www.un.org/en/development/desa/population/migrati
on/publications/technicalpapers/docs/TP2017-8.pdf)

https://www.un.org/en/development/desa/population/migration/publications/technicalpapers/docs/TP2017-8.pdf
https://www.un.org/en/development/desa/population/migration/publications/technicalpapers/docs/TP2017-8.pdf
https://www.un.org/en/development/desa/population/migration/publications/technicalpapers/docs/TP2017-8.pdf
https://www.un.org/en/development/desa/population/migration/publications/technicalpapers/docs/TP2017-8.pdf


Conclusions

• Migration is a tricky issue because public opinion on many aspects 
of migration does not always seem well-informed

• But there is an underlying fundamental reason that makes 
migration policy hard.

• There is a large gap between the supply of people who would like 
to migrate to OECD and the demand from residents

• Crises may come and go but these underlying fundamentals are 
persistent

• Migration is unlikely to go away as a major political issue in the 
near future

• How to manage this imbalance between the demand for and 
supply of migrants is the central question for migration policy  


