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Abstract

In democratic societies individual attitudes of voters represent the foundations of policy making.
We start by analyzing patterns in public opinion on migration and find that, across countries of
different income levels, only a small minority of voters favour more open migration policies.
Next we investigate the determinants of voters' preferences towards immigration from a
theoretical and empirical point of view. Our analysis supports the role played by economic
channels (labour market, welfare state, efficiency gains). The second part of the paper examines
how attitudes translate into a migration policy outcome. We consider two alternative political-
economy frameworks: the median voter and the interest groups model. On the one hand, given the
restrictive policies in place across destination countries, the very low fractions of voters favouring
immigration represent evidence consistent with the median voter framework. At the same time,
given the extent of individual-level opposition to immigration that appears in the data, it is
somewhat puzzling, in a median-voter perspective, that migration flows take place at all. Interest-
groups dynamics have the potential to explain this puzzle. We find evidence from regression
analysis supporting both political-economy frameworks.
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Keywords : Immigration, Immigration Policy, Median Voter, Interest Groups, Political
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1. Introduction

According to recent estimates (Goldin and Reinert 2006), about 11 million individuals
migrate each year. Although this might look like a large number, it implies that
worldwide only one in six hundred individuals changes country of residence over a
twelve months period. The stock of migrants is larger though. The United Nations report
that in 2000 about 175 million individuals, or 2.9% of the world population, lived outside
their country of birth. Still, comparing these figures with the volume of trade as a share of
world GDP or with the large flows of capital in international markets, many authors have
concluded that what we are experiencing is a wave of globalization that includes
“everything but labour” (Pritchett 2006, Freeman 2006). This is even more evident if we
evaluate the current phenomenon in relation to the first wave of globalization, which took
place between the end of the nineteenth and the beginning of the twentieth century.”

Observed migration flows are an equilibrium outcome resulting from a combination of
demand and supply factors. On the supply side, flows are a function of migrants'
decisions to move according to economic and non-economic incentives (Borjas (1987),
Chiswick (1999), Clark, Hatton and Williamson (2007) and Mayda (2005)) while, on the
demand side, flows are shaped by destination countries' migration policies. There is no
indication that there has been a decrease in the willingness of workers to move across
international borders. The income gap between poor sending countries and rich
destination countries continues to be very pronounced.’ Population growth in developing
countries is much higher than in the rich world. Finally, transport and communication
costs have drastically declined compared to one hundred years ago.

Restrictive migration policies thus appear to be key determinants of the limited flows
actually observed. Leaving aside non-economic considerations, given the large efficiency
gains brought about by migration to host countries (World Bank 2006 and Hamilton and
Whalley 1984), a welfare maximizing government should allow a substantially larger
number of immigrants than the one actually observed: that is, a purely normative
economic framework is not well suited to explain the policies currently implemented by
most destination countries. At the same time, standard economic theory suggests that,
whenever migration generates efficiency gains, it has important effects on the distribution
of income in the receiving country, creating winners and losers (Borjas 1999). Therefore,

% See Findlay and O’Rourke (2003) and Obsfeld and Taylor (2003). For example, at its peak in 1910,
almost 15% of the US population was foreign born. In 2000, after years of sustained inflows of immigrants,
just over 10% of the US population was foreign born (Boeri, Hanson, and McCormick 2002).

3 Jones (1997), for instance, finds that the correlation between GDP per capita (relative to the USA) in 1960
and in 1988 is about 1. Using a different perspective, Freeman (2006) has constructed a dataset that allows
a broad comparison of wages for similar occupations across countries. Ranking earnings across countries,
Freeman calculates that — when the nominal salary is converted into a common currency using nominal
exchange rates — the ratio between the occupation-specific wage earned in the top and the bottom quintile
of the world distribution is about 12 on average across occupations. In purchasing power parity, it is about
4t05.



political economy factors based on income distribution effects are likely to be key
determinants of observed migration policy outcomes.

As pointed out by Rodrik (1995), individual preferences represent a key ingredient of a
political economy model of policy outcomes in a democratic society. The first goal of this
paper is thus to carry out an in depth investigation of the determinants of individual
attitudes towards immigration, extending the existing literature along several dimensions.
First of all, we supplement the 1995 round of the ISSP dataset with the newly released
2003 survey to assess whether individual attitudes towards migration in the post
September 11 scenario are still consistent with the standard economic model. As it turns
out, we find that economic drivers continue to play an important role and they have not
been overshadowed by emotional and more general non economic considerations in the
aftermath of the “war on terror”. Furthermore, the use of the newly released dataset
allows us to carry out a novel analysis of the determinants of attitudes over time, and in
particular of the impact of country level, time varying variables.

Even though attitudes are recognised as being important drivers of public policy, the
literature does not provide systematic evidence on the link between individual attitudes
and actual policies implemented. * The second goal of this paper is thus to study whether
voters' opinions towards migration can explain the restrictive migration policies in place
in the majority of destination countries, if preferences are aggregated through a simple
majority voting mechanism.

The answer we provide is yes, but only in part. In particular we find that, across countries
of different income levels, only a small minority of voters favour more open migration
policies. Based on the National Identity Module of the 1995 and 2003 rounds of the
International Social Survey Programme, we find that in more than twenty high- and
middle-income countries, less than 10 percent of respondents who gave an opinion about
migration was in favour of increasing the number of immigrants to their country. Given
this pattern in migration attitudes, a median voter framework is broadly consistent with
restrictive migration policies in place. Interestingly, we find also that the variation in
migration outcomes across destination countries is correlated with the attitudes of the
median voter in each country. Thus, policymakers seem to take public opinion into
account as they formulate migration policy.

At the same time, given the extent of opposition to immigration revealed by voters'
attitudes, one might wonder why is migration allowed to take place at all. In fact, a
simple median-voter model would predict the choice of close-to-zero flows, while actual
arrivals are instead substantial. One very likely explanation of the discrepancy between
voters' opinions and the actual size of migration flows is that the political process through

* We are aware of only one paper which tackles a similar question, Krishnakumar and Mueller (2007). To
this end, the authors use a survey carried out in Switzerland after a popular initiative to limit the inflow of
migrants which was defeated in the polls in 2000. The main result found by the authors is that there was a
substantial “participation bias” in the vote: “Citizens in favour of immigration restrictions tend to
participate much less in the vote than citizens against such restrictions.” (page 5). For similar results, see
also de Melo et al. (2004).



which heterogeneous preferences are aggregated is likely to be richer than a simple
referendum. In particular, domestic interest groups, many of which are pro-migration
(Freeman 1995, Joppke 1999) are likely to play an important role and in fact there is
abundant anecdotal evidence supporting this view. For instance, during the dot com boom
at the end of the nineties, high tech firms have intensively and successfully lobbied the
US congress to increase the number of H1-B visas.” More recently, hospitals and
healthcare providers have been able to secure an increase in the number of H1-C visas to
be awarded to foreign nurses. Similarly, in the UK associations like the Business for New
Europe group (BNE), have issued statements suggesting that “...the UK should continue
with its open door policy", in the eve of the discussion on introducing a cap on migration
from Bulgaria and Romania (Agence France Press, August 30 2006).°

Of course, not all pressure groups favour more open migration policies. Historically, US
labour unions have been a very influential anti-immigration lobby, starting from the very
birth of organized labour. More recently, the AFL-CIO supported measures to reduce
illegal immigration that culminated in the 1986 Immigration Reform and Control Act.
Similarly, during the recent debate on the nurse shortage, the American Nurses
Association has strongly opposed a measure to increase the number of HI-C visas,
pointing out that”...the provision would lead to a flood of nurse immigrants and would
damage (..) the domestic work force” (New York Times, May 24 2006).

Surprisingly, there is very little systematic evidence in the empirical economics literature
on the role played by interest groups in shaping immigration policy.” The third goal of
this paper is thus to provide an attempt at measuring the impact of pressure groups in
shaping migration policy. To carry out this analysis, we focus on the United States, a
country, which represents an ideal ground to assess the effect of pressure groups. Using a
panel covering the period 1994-2005 and differentiating labour according to both skill
level and occupation, we find systematic evidence suggesting that the lobbying activity of
organized labour leads to a reduction in the inflow of foreign workers in the same
occupation/education cell and to an increase in the inflow of foreign workers in different
occupation/education cells.

Thus, we find evidence suggesting that both political economy frameworks we have
considered, the simple median voter model and the lobbying model, are helpful in
understanding the process through which individual attitudes are mapped into
immigration policy outcomes.

> "Immigration policy today is driven by businesses that need more workers — skilled and unskilled, legal
and illegal [...] During the annual debate on H1-B visas two years ago, Silicon Valley executives trooped
before Congress, warning of a Y2K computer disaster unless the number of H1-B visas was increased."”
(Goldsborough 2000).

% The signatories of the appeal included the head of the supermarket chain Sainsbury’s and the head of the
European division of investment bank Merrill Lynch.

7 The only paper which have looked at this question are Hanson and Spilimbergo (2001) which provides
indirect political economy evidence on the role played by interest groups and Facchini Mayda and Mishra
(2007) which analyzes the role of pressure groups across sectors rather than across occupations and skill
levels.



The reminder of the paper is organized as follows. Section 2 reviews the main stylized
facts on international migration and migration policies around the world. Section 3
analyzes individual attitudes towards immigration, and their evolution over time. Section
4 studies the link between individual attitudes and immigration policies, while section 5
concludes the paper and discusses the policy implications of our analysis.

2. Stylized facts on international migration and migration policies®

The analysis carried out in this paper is based on a sample of up to 34 countries that are
included in the 1995 and 2003 rounds of the International Social Survey Programme. In
this section we offer an overview of the characteristics of migration in these countries.
These characteristics, and in particular the size and skill composition of the migrant
population, affect the attitudes of natives towards immigration. We also discuss the main
aspects of migration policies (and outcomes), which are themselves affected by voters’
attitudes.

The data reported in Table 1 illustrate the existence of substantial heterogeneity in terms
of net migration rates, defined as the difference between the number of immigrants and
the number of emigrants divided by the destination country’s population size. Most
Western European states are today the receivers of positive migration flows, while
several Eastern European countries are still net sources of emigrants. Among the main
receivers of immigration in 1995 we find the Russian Federation and Israel, which saw
their population increase by, respectively, a little over three per cent and close to two per
cent. The fall of the Berlin wall and the collapse of the Soviet Union brought about a
massive inflow of immigrants from former Soviet republics to Russia, and a large inflow
of Russian Jews to Israel (Friedberg 2001). In the same year, Latvia was the country with
the largest net population loss, followed by Bulgaria.

Migration flows show a remarkable degree of persistence over time and only 2 countries
in our sample, namely Portugal and Ireland, changed their net position between 1995 and
2005. Interestingly, Ireland turned from a country of net emigration into the second
largest receiver of immigrants in 2005, with an increase of almost one per cent in its
population. Ireland was second only to Spain which, in the same period, experienced a
net inflow equal to 1.3 per cent of its population.

The heterogeneity in the net migration flows is accompanied by large differences in the
skill composition of immigrants as well. Our direct measure of skill composition, which
is available only for a subset of the OECD countries in the sample, is defined using
information on the schooling achievement of both the native and the migrant populations.
In particular, the OECD collects information on the share of the population with less than
secondary education, completed secondary education and tertiary education or above.
Our measure of the relative skill composition of natives vs. immigrants is defined as

¥ The data in this section come from: SOPEMI (2005) (skill composition); Citizenship and Immigration
Canada (www.cic.gc.ca); Australian Government (www.immi.gov.au); New Zealand Government
(www.immigration.govt.nz); US Department of Homeland Security (www.dhs.gov).
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where S,; S,;and S;; are, respectively, the share of the population of group j with less

than secondary education, secondary education and tertiary or higher education in the
native (J=N) and foreign (j=F) population. Thus, if RSC=I1, the foreign and native
populations are characterized by the same skill composition while if RSC>(<)1, the
natives are instead more (less) skilled than the migrants.

As we can see from Table 1, in 1995 Portugal, Ireland, Spain and Italy are characterized
by an immigrant population that — according to our measure — is more skilled than the
native one.” In 2003 the same pattern holds for these countries, to which we need to add
Australia, Hungary and the Slovak Republic. Migrants in the remainder of our sample are
instead less skilled than the natives, and this is particularly evident in Germany,
Switzerland and the USA.

Analyzing the size and skill composition of the migrant population is crucial to explain
the preferences of natives towards immigration. At the same time, in a democratic society,
we expect that individual attitudes, in the medium to long run, will be a key determinant
of policy and outcomes. As the history of migration has been very different in the group
of countries we are considering, to understand the immigration policies currently in place,
it is useful to distinguish among three groups of destinations. On the one hand, we have
the traditional settlement countries (Australia, Canada, New Zealand, and the United
States), for which immigration has been a key factor for their establishment and
development. We have then a second group, represented by Northern European countries,
which have received large inflows of immigrants either due to colonial linkages or to
active labour market recruitment policies (France, Germany, the Netherlands,
Switzerland, Sweden, the United Kingdom, etc). The last group is represented instead by
the new immigration countries of Western Europe (Italy, Spain, Portugal and Ireland) and
of Eastern Europe (Czech Republic and Hungary). Traditionally, these countries have
been net emigration countries, but strong economic performance has transformed them in
net receivers of foreign workers.

Traditional immigration countries have had well developed migration policies for the past
century. Currently, Australia, Canada and New Zealand have point systems in place that
privilege the immigration of individuals with specific skills to fulfil the particular needs
of the local labour markets. While other immigration channels are also important (i.e.,
family reunification and asylum seekers), in 2005, 56% of the individuals admitted by
Canada entered under the economic category. The same figure is 68% for Australia and

? Notice that our skill measure is based on migration data which excludes illegal immigration. Therefore,
our skill measure is characterized by a bias towards zero in all countries characterized by illegal migration,
which tends to be unskilled.



61% in New Zealand. Since 1965 the United States have instead emphasized family
reunification as the main channel of entry and, as a result, in 2005 only 22% of the total
number of legal permanent residents admitted fell under the employment-based
preference category.

Northern European receiving countries have implemented migration policies that varied
substantially over time, and that have been the result of both long term colonial linkages
and labour market shortages. The former have traditionally played a key role in shaping
outcomes in France and the United Kingdom. The United Kingdom, for instance,
maintained for a long time an open door policy towards citizens of countries members of
the British Commonwealth. Labour market shortages have been driving instead migration
policies in Germany, Austria and Switzerland, which traditionally have mainly tried to
target temporary migrants (guest workers).

Southern and Eastern European countries have experienced net outflows of immigrants
until very recently, and have just started to develop mechanisms to monitor and regulate
immigration policies. In the case of Italy and Spain, migration policy has focused mainly
on the organization of legal entry, and the limitation of illegal entry. Ireland has instead
been particularly concerned with the regulation of large inflows of asylum seekers and
with making the asylum procedures more transparent (Bauer, Lofstrom and Zimmermann
2000).

More recently most OECD countries have introduced active policies to promote the
recruitment of skilled and highly skilled workers (SOPEMI 2005). For instance, in 2000
Germany introduced a “green card” especially targeted at IT professionals (SOPEMI
2002). France has recently signed a series of bilateral agreements to allow foreign young
professionals to work in the country, subject to annual quotas. Even some Eastern
European countries are undertaking steps to design a selective migration policy based on
the specific needs of the local labour market. The Czech Republic, for instance, has
introduced a pilot project known as “Active selection of qualified foreign workers” aimed
at recruiting highly skilled foreigners willing to settle there permanently. More generally,
an EU-wide debate on the introduction of a “blue card” has recently taken centre stage in
the media. The main idea is that skill shortages in certain key areas need to be addressed
in a systematic way and that, only by granting access to an EU-wide labour market, the
sought-off talents can be attracted.

Finally, the data in Table 1 suggest that while — as many observers have pointed out
(Freeman 2006, Pritchett 2006) — the international movement of labour is in many ways
small, especially when compared to trade and capital movements,'" it is far from being

' The more general importance of coordinating migration policies at the EU level has been clearly spelled
out in the 2005 The Hague program. See also Boeri and Bruecker (2005) for a discussion.

' Of course, assessing the relative importance of the flow of people, capital and goods presents a series of
challenges, as no single unified metric is available for this purpose. One way of tackling this question is to
consider the degree of price dispersion for similar goods/factor services. As Freeman (2006) points out
“...differences in the dispersion of wages and prices suggest that globalization has not reduced the
differences among similarly skilled workers as much as it has reduced price differences and differences in
cost of capital.” See also Faini (2006) and Pritchett (2006).



negligible. In 2000, the United States experienced a net inflow of permanent settlers in
the order of 850,000 individuals. Similarly, 272,000 immigrants arrived in Italy in the
same year, while Germany received about 650,000 immigrants (SOPEMI 2004). The
relatively small size of migration flows is consistent with public opinion, which does not
welcome increases in the number of immigrants in the majority of destination countries.
At the same time, the non-trivial size of labour movements suggests that other forces —
besides public opinion — are at work in shaping migration outcomes. As we will argue,
interest groups are very likely to play an important role.

3. Individual attitudes towards immigrants

In this section we analyze individual attitudes towards immigrants both from a theoretical
and empirical points of view. We first investigate the patterns in individual attitudes
towards immigrants across destination countries (see Section 3.1). Second, we discuss a
simple theoretical model of immigration attitudes, focusing in particular on the labour-
market, welfare-state and efficiency channels (see section 3.2 and Appendix 1). Finally,
we present the results on the determinants of immigration attitudes in 1995 and, more
recently, in 2003 (see Section 3.3).

3.1 Patterns in individual attitudes towards immigrants

Are natives in favour of or against an increase in migration to their countries? Are there
differences in public opinion towards immigration across destination countries? Table 2
presents the results based on the 1995 National Identity module of the International
Social Survey Programme (ISSP) (see also Mayda 2006 and Facchini and Mayda 2007).
In Table 3, we complement the 1995 table with summary statistics based on a newly
released data set, the 2003 ISSP National Identity module.

To construct measures of attitudes towards immigration, we use respondents’ answers in
the two rounds of the ISSP survey to the following question: “There are different
opinions about immigrants from other countries living in (respondent’s country). By
“immigrants” we mean people who come to settle in (respondent’s country). Do you
think the number of immigrants to (respondent’s country) nowadays should be: (a)
reduced a lot, (b) reduced a little, (c) remain the same as it is, (d) increased a little, or (e)
increased a lot”. The survey format also allows for “can’t choose” and “not available”
responses which we treat as missing values and thus exclude from the sample in our
specifications. Interestingly, the fraction of missing values to the immigration question is
at times large and varies substantially across countries. For example, many countries of
the former Soviet bloc in the sample have fractions that exceed one third of the
respondents. To investigate whether omitting missing values results in a selection bias
and to understand why a respondent answers or not the immigration question, we will use
a Heckman selection model (see section 3.3).

In 1995, in the sample of countries considered (see list in Table 2), individuals are on
average very opposed to immigration: only 7.39% of individuals— who give an opinion



about migration — agree with the statement that the number of immigrants to their
countries should be increased either a little or a lot. The average of the variable Pro
Immig Opinion in the overall sample equals 2.13."* Finally, the median value of the same
variable in the overall sample is equal to 2.

In addition, Table 2 clearly shows that there exists substantial variation across countries
in terms of individual attitudes towards immigrants. In 1995, Canada and Ireland are the
most open countries to migration (with, respectively, 20.61% and 19.10% of their
population favouring an increase in the number of immigrants) while Latvia and Hungary
are the most closed (with, respectively, 0.45% and 1.48% of their population supporting
higher migration). In general, most Central and Eastern European countries have among
the lowest percentages of voters favouring migration (Latvia, Hungary, Slovenia, Czech
Republic, Slovak Republic). Among Western European countries, Italy (3.55%) and
Germany (2.54%) have the most hostile public opinion to immigration. Besides Ireland,
Spain is the Western European country whose citizenry is most receptive towards
migrants (8.44%). Finally, in the United States, 8.05% of the population welcomes
increases in migration (all these percentages appear in the tenth column from the left in
Table 2).

The percentages above are calculated as averages of a dichotomous measure of pro-
immigration preferences, Pro Immig Dummy, which is equal to one if the respondent
favors an increase in migration, zero if the respondent thinks that the number of migrants
should remain the same as it is or be reduced. However, this measure hides variation
across the two categories which are grouped together (reduce, remain the same as it is). In
several countries, these two groups are quite different. In order to investigate this
variation, Figure 1 shows the variance of attitudes within countries across the three
categories (reduce, remain the same as it is, increase), in 1995. We find that, while in a
few countries the middle category (remain the same as it is) is substantial (Austria,
Ireland, Canada, Japan, Spain), in the rest of the countries it is the first category (reduce)
that dominates.

The 2003 data set, based on a larger sample of countries (see list of countries in Table 3),
confirms that voters are indeed hostile to immigration on average: only 10.84% of
individuals in the overall sample of countries — who give an opinion about migration —
agrees that the number of immigrants should be increased either a little or a lot. The
average of the variable Pro Immig Opinion in the overall sample equals 2.29. Finally, the
median value of the same variable is, in the overall sample, again equal to 2.

As in 1995, there are substantial differences in attitudes towards immigrants across
countries in 2003. For example in Canada and Israel, respectively, 29.02% and 27.14% of
the population favours an increase in the number of immigrants, while in Hungary and
Latvia these percentages are, respectively, equal to 2.18% and 2.60%. Among Western
European countries, Portugal (3.09%), the Netherlands (3.72%) and Germany (4.06%)
show the public opinion that is most hostile to immigration. Finland (24.10%) is the only

2 Pro Immig Opinion uses answers to the immigration question and ranges from 1 (reduced a lot) to 5
(increased a lot).



Western European country among the top five most open countries towards migration. In
the United States, 9.8% of individuals favours higher numbers of immigrants. In France,
7.37% of voters welcomes increases in migration. (See Figure 2 for the variance of
attitudes within countries in 2003 across the three categories — reduce, remain the same as
it is, increase).

The sample of countries on which the two tables of summary statistics are based are
different. In order to compare the two years, we restrict the samples of countries to be the
same in 1995 and 2003." We find that, based on this sample, the fractions of voters in
favour of relaxing immigration restrictions in 1995 and 2003 are, respectively, 7.57% and
8.74%. These two percentages are close but still significantly different at the 1% level,
with the 2003 value higher than the 1995 one. Figures 3, 4 and 5 compare the values
across countries for 1995 vs. 2003. They show, respectively, the median and average
values of Pro Immig Opinion and the average value of Pro Immig Dummy. The three
figures uncover interesting patterns of migration attitudes over time. Consider, for
example, Figure 5. Noticeably, Ireland has experienced a substantial worsening of
attitudes towards migrants between 1995 and 2003: the fraction of voters in favour of
migration has dropped from 19.10% in 1995 to 8.77% in 2003. The other countries in
which the fraction of individuals favouring migration has decreased are: the Netherlands,
Norway, Poland, Bulgaria, Russia and Japan. On the other hand, in the remainder of our
sample, which represents the majority of countries (Germany, Great Britain, U.S., Austria,
Hungary, Sweden, Czech Republic, Slovenia, New Zealand, Canada, Philippines, Spain,
Latvia, Slovak Republic), public opinion has become more favourable to migration. For
example, in Canada the percentage of voters welcoming an increase in the number of
immigrants has increased from 20.61% in 1995 to 29.02% in 2003. Remarkably, in the
United States, voters have become more favourable to immigration, notwithstanding the
September 11 attacks.

3.2 Understanding individual attitudes towards immigration

A growing literature investigates both the economic and non-economic determinants of
individual preferences over different aspects of globalization and, in particular, over
migration. The analysis of economic drivers is based on the income-distribution effects of
international labour movements. The logic is that, assuming self-interest maximizing
behaviour, individual attitudes in survey data sets reflect the impact of migration on each
respondent's individual utility. Thus the analysis of attitudinal responses, combined with
information on each individual's socio-economic characteristics, allows an indirect test of
the income-distribution predictions of migration models. In addition, the availability in
survey data sets of questions on values and on cultural and security issues makes it
possible to investigate how international migration is perceived at the individual level
from a non-economic point of view.

13 We restrict the sample to the following countries: Austria, Bulgaria, Canada, Czech Republic, Germany,
Great Britain, Hungary, Ireland, Japan, Latvia, Netherlands, New Zealand, Norway, Philippines, Poland,
Russia, Slovak Republic, Slovenia, Spain, Sweden, US. These are also the countries on which Figures 1,2
and 3 are based.
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The economic impact of immigration on individual attitudes can be analysed using the
model developed in Appendix 1, which is based on Facchini and Mayda (2007). In
particular, we consider a factor proportions analysis framework, where skilled and
unskilled labour are combined according to a constant returns to scale production
function to produce one good. The income distribution effects of migration can take place
through two channels, the labour market and the welfare state.

Through the labour market, the model predicts that the income-distribution effects of
migration depend on the skill composition of migrants relative to natives in the
destination country. If immigrants are on average unskilled relative to natives, through
the labour-market channel they will hurt unskilled natives and benefit skilled ones, as
their arrival will induce an increase in the skilled wage and a decrease in the unskilled
wage. At the same time, if immigrants are on average more skilled than natives, the
income-distribution effects of migration through the labor market are reversed, i.e.
unskilled workers end up benefiting from migration, while skilled workers are on the
losing end. In other words, the extent to which immigrants and natives are on average
complements or substitutes in the labor market plays a key role in shaping natives’
attitudes towards inflows of foreign workers. Thus, in our empirical analysis we expect to
find that, through the labor market channel, if migration is unskilled (relative to natives
on average), attitudes will be positively correlated with the level of individual skill while,
if migration is skilled, attitudes will be negatively correlated with the level of individual
skill.

To understand the effects of immigration through the welfare state channel, we consider a
simple redistributive system, in which all income is taxed at the same rate, and all
individuals in the economy, i.e. natives and immigrants, are entitled to receive an equal
lump sum per capita benefit. By construction, this simple welfare system redistributes
resources from high-income individuals to low-income members of society. We
hypothesize that immigration can affect the working of this system in two extreme
directions.'* On the one hand, migration can bring about changes in the tax rate, to keep
the per capita benefits constant (tax adjustment model). On the other, the per capita
benefits can adjust to keep the tax rate constant (benefit adjustment model).

If migration is unskilled, under both policy scenarios all natives will be negatively
affected by the presence of foreign workers, through a welfare-state leakage effect. On
the other hand, if immigration is skilled, all natives will benefit from a positive welfare
spillover. However, the extent to which natives suffer (benefit) from unskilled (skilled)
migration through the welfare state channel will differ according to each individual
native’s income level. That is, there will be income distribution effects. In particular,
under the tax adjustment model, if migration is unskilled, attitudes towards immigration
will be negatively correlated with income. Intuitively, as the tax rate needs to increase to
keep the level of per capita benefits unchanged, the burden of migration falls
disproportionately more on richer individuals. The opposite is true in the case of skilled

' We could of course consider a more general scenario, in which both types of adjustment do take place. In
such a more general framework, what will matter is the extent to which one of the two adjustments
dominates.
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immigration, in which case attitudes towards immigration will be positively correlated
with income. If on the other hand the welfare state reacts through changes in the level of
per capita benefits, to keep constant the tax level (benefit adjustment model), an inflow of
unskilled immigrants will have a disproportionately negative effect on those individuals
that are at the receiving end of the welfare system, that is poorer individuals. Intuitively,
the reduction in the demogrant will have a larger impact on the individuals with a smaller
income. This implies that, under the benefit adjustment model, if immigration is unskilled,
individual attitudes should be positively correlated with individual income. On the other
hand, if immigration is skilled, individual attitudes should be negatively correlated with
individual income.

Finally, besides the labor market and the welfare state, there is a third economic channel
that is relevant as a determinant of individual attitudes towards immigration, i.e. the
efficiency channel. If the inflow of immigrants is non marginal, there will be aggregate
gains from migration, as pointed out by Berry and Soligo (1969), which will relax the
government budget constraint by increasing the tax base. Thus all natives should be in
favour of immigration through the efficiency channel.

3.3 Analysis of the determinants of individual attitudes towards immigrants

In this section, we extend the analysis carried out by Facchini and Mayda (2007),
supplementing the 1995 National Identity module of the ISSP with the 2003 wave. This is
an interesting exercise as in the post September 11 international environment it is not
clear whether economic drivers of individual attitudes towards migration still play a
significant role and they are not instead completely obfuscated by non economic drivers.
Furthermore, doing so allows us to compare patterns and determinants of individual
attitudes both across countries and over time. "

Regressions (1)-(5), Table 4 present the results on the determinants of individual attitudes
towards immigrants based on the 1995 ISSP National Identity module. We complement
the 1995 findings with the results based on the 2003 ISSP National Identity module (see
regressions (17)-(5”), Table 4). Using the two data sets, we focus on both economic and
noneconomic determinants of individual attitudes towards immigrants. We present the
estimates of the coefficients of ordered probit models which control for country fixed
effects — to account for unobserved, additive, country-specific effects'® — and have
standard errors clustered by country — to account for heteroskedasticity and correlation of
individual observations within a country. Finally, in both sets of regressions, the
dependent variable is Pro Immig Opinion which ranges between 1 and 5 and is higher the
more pro-migration the individual is.

"% In addition, in Facchini and Mayda (2007) the migration levels (and policy) are treated as exogenous. In
the second part of this paper, instead, we study how individual attitudes translate into a migration policy
outcome.

' Thus, the country-specific intercepts account for the impact of country-level variables which is
homogeneous across fellow citizens, for example, the linear effect of migration policy, of the business
cycle, of the size of migration flows, of the relative skill mix of migrants, etc.: thus, these variables cannot
be introduced in the estimating equation linearly, otherwise they would be perfectly collinear with the
country dummy variables.
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The results in regressions (1)-(5), Table 4 are comparable to those obtained by Mayda
(2006) and Facchini and Mayda (2007)."” The estimates in regressions (1°)-(5"), Table 4
are instead new. The two sets of regressions have the same format, which makes it easier
to compare the results. Our general finding is that both economic and non-economic
determinants matter in shaping individual attitudes towards immigrants, in both 1995 and
2003. In particular, we find evidence that is consistent with the three economic channels
uncovered by the theoretical model: the labour market, the welfare state and the
efficiency channels.

In regressions (1) and (1°), we constrain the coefficients on individual-level variables to
be the same and investigate basic patterns in the data. As in previous work, we find that
older individuals are less likely to favour migration in 1995. However, interestingly, we
also find that this effect disappears in 2003. We do not find evidence of a gender effect
neither in 1995 nor in 2003. Finally, in both years, foreigners are more likely to be pro-
migration as well as individuals with parents who are foreign nationals (see coefficients
on, respectively, citizen and parents’ foreign citizenship®®).

As pointed out by the theoretical model, the two key individual-level variables of the
empirical analysis are the level of education — which captures the impact of labour-
market effects on attitudes — and the level of income — which captures the effect of
welfare-state considerations on attitudes. The two variables are clearly correlated, since
well-educated individuals tend to have higher incomes. This implies that it is problematic
to analyze the two channels independently from each other, since the exclusion of one of
the two variables would produce an omitted variable bias in the estimation of the impact
of the other variable."” On the other hand, while education and income are positively and
significantly correlated,?® they are far from being perfectly collinear, which makes it
possible to analyze them together. Thus, in regressions (1) and (1’), we introduce
education and log of real income together in the same specification. We find that both
variables have a positive and significant impact on pro-migration attitudes, both in 1995
and 2003.

Regressions (2)-(5) and (2°)-(5) are more closely related to the theoretical model, which
suggests that the impact of education and income should be country-specific. In particular,
the model implies that the effect of individual skill and income should be a function of
the relative skill composition of natives to immigrants. Since this variable is not available
for many countries in our samples, we use a proxy for it, the per capita GDP level in the

' Notice, however, that the results in this paper are slightly different from Mayda (2006) and Facchini and
Mayda (2007) since here we control for a different set of variables and do not exclude foreign citizens from
the analysis (although we control for whether an individual is foreign or national).

'8 citizen equals one if the individual is a citizen of the country where he/she is interviewed, zero otherwise.
parents' foreign citizenship is coded as follows: 1=both parents are citizens; 2= only mother/father is
citizen; 3=neither parents are citizens.

' As will become clear below, since under the tax adjustment model (which is the one consistent with the
data) the two channels work in exactly the opposite directions, the bias would be towards zero.

2 In the 1995 ISSP data set, the correlation is 0.25 (significant at the 1% level), while in the 2003 ISSP data
set it is 0.38 (significant at the 1% level).
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same year.”' There are both theoretical and empirical reasons for using this proxy. In the
standard international migration model with no productivity differences across countries,
rich countries have a higher supply of skilled to unskilled labour than poor countries,
therefore lower skilled wages and higher unskilled wages. This creates an incentive for
unskilled migrants to move from low to high per capita GDP countries, while skilled
migrants will tend to move in the opposite direction. Therefore, this simple model
predicts that the relative skill composition of natives to immigrants is high in rich
countries and low in poor countries. To take into account the fact that, in reality, there
exist productivity differences across countries, we also provide empirical evidence that
per capita GDP levels are positively associated with the relative skill mix of natives to
immigrants. The top and bottom panels of Figure 6 illustrate this relationship for 1995
and 2003, respectively, using data on the relative skill composition and per capita GDP
levels from Tables 1, 2 and 3.

Once we account for cross-country heterogeneity in terms of the impact of individual-
level variables, we find that the level of individual skill affects migration preferences as
predicted by the theoretical model (regressions (2) and (2’)). Consistent with the labour-
market channel, education has a positive impact on pro-migration attitudes in high per
capita GDP countries — that receive unskilled migrants on average, relative to natives —
and a negative impact in low per capita GDP countries — that receive skilled migrants on
average, relative to natives.?? In particular, this result continues to hold also when we use
the 2003 wave of the ISSP and this represents an important robustness check of the
results in the previous literature.”

We next analyze the role played by public finance considerations. Regressions (2) and
(2°) are based on the full sample of countries of each data set. Thus, it is not surprising
that we do not find strong evidence for the welfare-state channel. However, once we
restrict the sample to countries with well-developed Western-style welfare states **

*! The table in the Appendix shows estimates of the model using a direct measure of the relative skill
composition of natives to immigrants. However, as Tables 1, 2 and 3 show, this direct measure is only
available for a very limited number of countries.

*2 The skill mix of immigrants, as proxied by per capita GDP, is one of the regressors of this specification.
As pointed out in Section 2, the skill mix of immigrants is shaped by migration policy which, in turn, is a
function of individual attitudes towards migration. However, in an individual-level analysis such as this one,
reverse causality is not an issue, since each individual has an infinitesimal impact on the aggregate policy
outcome. In addition, the impact of attitudes on policy outcomes will only take place in the medium to long
run.

 Using data on U.S preferences towards migrants, Scheve and Slaughter (2001) finds that U.S. unskilled
workers are more likely than skilled ones to oppose labour inflows, which is consistent with the fact that
immigrants to the U.S. are on average unskilled. Using the 1995 ISSP data set, Mayda (2006) and O'Rourke
and Sinnott (2005) find that individual skill and pro-immigration preferences are positively correlated in
countries that receive unskilled migration and negatively correlated otherwise.

** In particular, we restrict the 1995 sample to the following countries: Austria, Canada, Czech Republic,
East Germany, West Germany, Great Britain, Hungary, Ireland, Netherlands, New Zealand, Norway,
Slovenia, Slovak Republic, Spain, Sweden, United States (Italy is excluded because there is no information
available on individual income, Japan is excluded because there is no information on citizenship). We
restrict the 2003 sample to the following countries: Australia, Austria, Canada, Czech Republic, Denmark,
Finland, France, East Germany, West Germany, Great Britain, Hungary, Ireland, Japan, Netherlands, New
Zealand, Norway, Portugal, Slovak Republic, Spain, Sweden, Switzerland, United States.
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(regressions (3)-(5) and (3°)-(5’)), we find estimates which are in line with the welfare-
state predictions of the theoretical model, in particular in the case of the tax adjustment
model. Individual income has a negative impact on pro-migration attitudes in high per
capita GDP countries — that receive unskilled migrants on average — and a positive impact
on pro-migration attitudes in low per capita GDP countries — that receive skilled migrants
on average. These results are robust to controlling for the labour-market channel and to
using both the 1995 and 2003 data sets. Thus, the results of this paper using the newly
available data set for 2003 strongly confirm the findings of the existing literature.” Both
in 1995 and 2003, through the labour-market and the welfare-state channels, the income
distribution effects of migration work in opposite directions.

In regressions (4) and (4°), we control for pro-immig crime, pro-immig culture, and pro-
immig economy, which measure the perceived impact of migration (by the respondent)
from respectively a crime, a cultural and a nation-wide economic points of view.?® First
of all, we find that our results on the labor-market and welfare-state channels are not
affected by these controls. In addition, these three variables — which are higher the more
positive the attitude of the individual towards migration along that particular dimension —
are all positively associated with pro-migration attitudes, both in 1995 and 2003. In
particular, the impact of pro-immig economy allows us to shed light on the efficiency
channel since the question on which the variable is based asks the respondent about
his/her perceived impact of migration on the economy as a whole. This variable has a
large effect in both 1995 and 2003, which is evidence that, notwithstanding income-
distribution effects, individuals are aware of the overall gains from migration. Overall
gains from migration might be relevant for an individual either because of altruistic
reasons or — as pointed out by the theoretical model — because of their effect on the tax
base.

In columns (5) and (5”), we control for additional socio-economic/ideological background
variables, i.e. upper social class, trade union member, political affiliation with the right

» Using U.S. data, Hanson, Scheve and Slaughter (2005) and Hanson (2005) find that the negative
relationship between education and anti-immigrant preferences — driven by the labour market — becomes
smaller in absolute value and sometimes positive in states with high exposure to immigrant fiscal pressure.
Using the 1995 ISSP data set, Facchini and Mayda (2007) find that, in countries where immigrants are
unskilled relative to natives, individual income is negatively correlated with pro-immigration preferences,
while the correlation changes sign in destinations characterized by skilled migration. See also Dustmann
and Preston (2004a, b) for the role played by welfare-state drivers relative to other economic and non-
economic drivers of attitudes.

%% pro-immig crime is based on responses to the following question: “How much do you agree or disagree
with the following statement? Immigrants increase crime rates: 1=agree strongly; 5=disagree strongly.”
pro-immig crime=1 if answers to the above question are either (4) or (5); 0 otherwise. pro-immig culture is
based on responses to the following question: “How much do you agree or disagree with the following
statement? Immigrants make (respondent's country) more open to new ideas and cultures: 1=disagree
strongly; 5=agree strongly.” pro-immig culture=1 if answers to the above questions are either (4) or (5); 0
otherwise. pro-immig economy is based on responses to the following question: “How much do you agree
or disagree with each of the following statements? Immigrants are generally good for (respondent’s
country's) economy: 1=disagree strongly, 5=agree strongly.” pro-immig economy=1 if answers to the above
questions are either 4 or 5; 0 otherwise"
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and religious.”” In both years, individuals belonging to upper social classes are more
positive towards migration, while political affiliation with a right-wing party is associated
with negative views. Trade union membership does not have a significant impact on
attitudes in 1995 but it negatively and significantly impacts migration opinions in 2003.
Finally, we find that religious has a positive and significant impact on pro-migration
attitudes in both years. This result is not surprising and strengthens the existing evidence
suggesting that being actively religious is correlated with the degree of tolerance towards
others (Guiso, Sapienza and Zingales, 2003).

To conclude, the estimates in Table 4 confirm that the three economic channels affect
public opinion on migration as predicted by the theoretical model. Our findings on
economic drivers are not qualitatively affected by the introduction of non-economic
controls which have their own independent impact on such public opinion.

Tables 5 and 6 provide an important robustness check of the results in Table 4. As
already mentioned, the percentages of “can’t choose” (CC) and “not available” (NA)
responses in the two data sets are quite high and vary greatly across countries. Since the
observations corresponding to these values are excluded from the samples, a lot of
information is lost. Moreover — and this represents a more serious concern — omitting the
CC and NA observations could result in inconsistent estimates due to a selection bias. To
check whether this is the case we use a Heckman selection model. In particular, we
consider the following specification:

Yj=XjB+uj (main equation)

y?elect =1 if zZjy+uyj 20 (selection equation)

where zj and y?eleCt are observed for V j; y; (which is equal to Pro Immig Opinion)

select _
J _1

is observed only if y ; X< Z; (U,Uy) is independent of Z with u;~N(0,1),

up ~N(0,1), corr(uy,u,)=p. What the selection model captures is the fact that, for

some individuals, the utility of not giving an answer to the migration question is greater

than the utility of replying, thus y?EIECt =0 and Pro Immig Opinion is not observed. One

possible explanation of this behavior is cultural attitude towards questioning: individuals
in some countries may be on average reluctant to answer questions; in addition, within
countries, some members of society may be less likely to express an opinion (for
example, women). Another explanation is uncertainty of the correct answer, due to lack
of knowledge on the topic. Given these explanations for the selection mechanism, it is
possible that factors causing whether or not an individual gives an opinion also have an
impact on immigration preferences. Hence, to the extent that we do not control for these

7 political affiliation with the right is coded as follows: 1=far left, 2=centre left, 3=centre, 4=right, 5=far
right. religious measures how often the individual attends religious services and ranges from 1 to 8
(1=never and 8= several times a week).
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common determinants, the error terms U; and U, could be correlated. That is why it is
necessary to test for selection bias.

In practice, we run the Heckman selection model in two steps: in the first stage, we
estimate a probit equation (selection model) for whether an individual answers the
migration question or not (see bottom panels of Tables 5 and 6); in the second stage, after
excluding the CC and DK observations, we estimate a linear model (main model),
controlling for the estimated inverse Mills ratio. In the selection model, we use all the
same regressors as in the main model plus an additional variable, which makes
identification possible: we use information on whether or not the individual gives an
answer to a given question on trade policy in the survey. For both years, we check that
this variable does not have a significant impact on the dependent variable in the main
model.

We find that we cannot reject the null hypothesis of no selection bias. The inverse Mills’
ratio is not significantly different from zero in 1995 nor in 2003. We also find that the
estimates of the coefficients that capture the labor-market and welfare-state channels
(education, income and their interaction with per capita GDP, respectively) do not change
when we account for the selection mechanism (compare regressions (1)-(3) to regressions
(17)-(3’) (top panel, Tables 5 and 6). Finally, the selection equations (bottom panels,
Tables 5 and 6) provide interesting evidence on why some individuals give their opinion
while others do not. We find that older individuals are more likely to answer the
migration question, as well as male respondents and citizens, both in 1995 and 2003.
Second-generation immigrants are less likely to give an opinion on migration, although
the effect is only significant in 2003. Interestingly, the impact of education and log of
real income is reversed compared to the main equation. That is, those individuals who
benefit through the labor-market and/or welfare-state channels are the ones who are the
least likely to provide an opinion on migration. This is not surprising, given that usually it
is those who lose who are more vocal.

To conclude our analysis of the determinants of migration attitudes, we exploit the time
dimension in the data. We restrict our sample to the set of countries for which opinion
data is available for both 1995 and 2003 and pool the two cross-sections of the ISSP
survey. This allows us to analyze the impact of country-level variables that are time
varying. The results are reported in Table 7. All specifications include both country fixed
effects - to account for unobserved additive country-specific effects — and year effects —
to control for aggregate shocks in any given year that are common across countries. Thus
we are exploiting the within country variation after netting out year effects that are
common across countries.

Overall, combining the two cross-sections, we find that the two main individual-level
determinants of attitudes towards immigration, i.e. the labor market and the welfare state,
continue to play a significant role. In columns (1)-(2), we replicate our previous analysis
using the data set pooled over the two years. Regression (1) is based on the whole sample
of countries, while regression (2) is restricted to the sample of countries with a well-
developed Western-style welfare state. In specifications (3)-(9) we include time-varying,
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country-level variables. We start by looking at the effect of per capita GDP (regression
(3)), we next consider the impact of the net migration rate (regression (4)) and, finally,
we control for both variables in equation (5). As it turns out, countries whose per capita
GDP increases between 1995 and 2003 experience a deterioration in public opinion
towards immigration. This surprising result can be at least in part explained by the results
we obtain in the following two columns. First, the estimates show that countries which
receive larger inflows of immigrants become less favourable to immigration. When we
introduce both per capita GDP and the net migration rate in the same specification,
although the coefficient on the former variable remains negative and significant, its
magnitude in absolute value decreases. Thus one reason why countries with higher per
capita GDP become more opposed to immigration is that they attract more immigrants —
we find evidence consistent with this in our sample of countries — and, as regression (4)
highlights, countries which receive larger inflows of foreigners become more hostile to
migration.

Next, we control for the effect of growth of per capita GDP in regression (6). We find
that, in countries where growth accelerates between 1995 and 2003, individuals become
on average more favourable towards immigration. Interestingly, when we introduce both
per capita GDP growth and the per capita GDP level in the same regression (column (7)),
we find that the negative impact of per capita GDP disappears. This is consistent with the
evidence in our sample that the growth rate of per capita GDP tends to decrease in
countries that become richer between 1995 and 2003. In other words, one reason why in
previous regressions per capita GDP had a negative impact on public opinion is that in
countries that become richer, growth rates slow down and thus natives feel more strongly
the competition of foreign workers. In specification (8), we do not find that changes over
time in the relative skill composition of natives to migrants play a role (this might be due
to the lower number of countries observations in the sample). Finally, in regression (9),
we investigate whether changes in demographic trends impact individual attitudes.
Interestingly, we find that countries which have experienced a decrease in birth rates are
more open to inflows of foreigners. This result can be rationalized in a dynamic
perspective by the potential role that migrants can play in sustaining pay as you go social
security systems.

4. Mapping individual preferences into policy outcomes

In this section we carry out what is to the best of our knowledge one of the first attempts
to analyze how individual attitudes towards migrants translate into migration policy
outcomes. We first bring to the data a simple model of direct democracy in section 4.1,
while we examine the performance of an interest groups model in section 4.2.

4.1 Does the median voter rule?

The median-voter approach has been pioneered by Benhabib (1996), which considers the
human capital requirements that would be imposed on potential immigrants by an
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income-maximizing community under majority voting.”® In Appendix 2 we use a similar
median-voter framework and develop a theoretical model which gives predictions in
terms of the levels of skilled and unskilled migration. In our model, skilled and unskilled
labor are combined to produce one single output good. As we show, if the median voter is
unskilled, he will choose to admit an immigrant population, which is skilled compared to
natives. On the other hand, if the median voter is skilled, he will choose to admit an
immigrant population which is unskilled compared to natives. We next evaluate whether
these predictions are consistent with the data in a number of different ways.

Our first piece of evidence is the summary statistics in Tables 2 and 3, which are broadly
consistent with the median voter framework. They show that voters across countries are,
on average, very much opposed to immigration, which in a median-voter framework is in
line with the relatively small size of migration flows and stocks. Figures 7, 8 and 9 and
Table 8 provide additional evidence, which is consistent with the median-voter model.”’
In Figure 7, we relate the opinion on immigration of the median voter in each country, in
1995, to the size of the net migration inflow to that country, divided by its population, in
2000. We find that the two variables are positively and significantly correlated (at the 5%
level) with each other (the regression line in Figure 7 corresponds to column (1), Table 8).

In Figure 8 we consider the impact of average attitudes towards immigrants in each
country in 1995 on the size of the net migration inflow to that country, divided by its
population, in 2000. Once again, the correlation is positive and significant (at the 5%
level) (the regression line in Figure 8 corresponds to column (2), Table 8). Finally in
Figure 9, we look at the impact on net migration inflows in 2000 of the fraction of voters
in each country favourable in 1995 to an increase in the number of immigrants. We find,
once again, a positive and significant (at the 10% level) correlation between the two
variables (the regression line in Figure 9 corresponds to column (3), Table 8).

Figures 7, 8 and 9 provide evidence which is broadly consistent with the median-voter
framework. However, these figures (and the corresponding regression results in Table 8)
treat the independent variable (attitudes) as given and exogenous. This assumption is
likely to be problematic. Our estimates might be biased because of reverse causality: i.e.,
migration inflows may themselves affect attitudes. For example Mayda (2006) finds that,
in countries with higher immigrant inflows, voters tend to be on average more opposed to

% Ortega (2005) extends this model to a dynamic setting. For a survey of the literature on the political
economy of migration policy, see Facchini (2004), while for a review of the literature that looks at the
welfare-state dimension, see Krieger (2005).

% Figures 7, 8 and 9 and Table 8 are based on the 1995 data set. We cannot extend this analysis using the
2003 dataset since recent data on migration inflows for the sample of countries considered is not yet
available. Using the 1995 ISSP data set, we identify the median voter in each country using the Pro Immig
Opinion variable: we rank individuals in each country according to their Pro Immig Opinion value and
select the individual who corresponds to the 50™ percentile (the opinion of this individual — median Pro
Immig Opinion — appears in the nineth column from the left in Table 2 and is used in Figure 7). In Figure 8,
we use the average Pro Immig Opinion (see eighth column from the left in Table 2). Finally, in Figure 9 we
use the fraction of voters in each country favorable to an increase in the number of immigrants which we
calculate by taking the average of the Pro-Immig Dummy variable in each country (see tenth column from
the left in Table 2).
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immigration. (Notice, however, that this reverse causality biases the coefficients in Table
8 towards zero, thus it is not problematic for our results.)

We address the endogeneity problem by relating the variation in attitudes across countries
to the variation in exogenous factors. Consider Figure 7 (based on regression (1), Table
8), which is the most related to the median-voter model. We model the median-voter
opinion variable using the predictions of the theoretical model of individual attitudes (see
Appendix 1). This model makes predictions for the preferences of any voter on migration
and, in particular, for the preferences of the median voter. In countries which receive
unskilled migrants on average, the more educated the median voter is, the more
favourable to migration she will be (that is, the higher the median-voter opinion variable)
and therefore the higher the migration inflow. The opposite should be true in countries
that receive skilled migrants on average: in these countries, the more educated the median
voter is, the less favourable to migration she will be (that is, the lower the median-voter
opinion variable) and therefore the lower the migration inflow. In other words, we
estimate the following equation:

M. = By + BreducMY + greducMY - skillratioy, (2)

where M. is the net migration rate in country C, educ(';\/lv represents the education level
of the median voter in country c, while skillratio, represents the skilled to unskilled
labour ratio in the native relative to the immigrant population (the higher the skillratio.,

the more unskilled migrants are relative to natives on average). Once again, we use per
capita GDP as a proxy for skillratio. . According to the theoretical predictions, we expect

to find fB; <0 and S, >0. Since this specification of the model implies non-linear

effects, it makes it easier to rule out possible omitted variable biases. In addition, and
most importantly, we can treat education at the individual level as exogenous with respect
to migration.”® The estimates of this regression are presented in column (4), Table 8 and
are consistent with our expectations. Although the number of country observations is very
low, the results in Table 8 provide evidence which is broadly consistent with the median
voter framework.

4.2 Do interest groups shape migration policy?

From the debate on the rules regulating the inflow of workers from new to old members
of the European Union, to the discussions in the United States about H1-B visas and
illegal immigrants, anecdotal evidence points at the important role played by interest
groups in shaping destination countries' migration policy. Systematic evidence on the
matter is scarce. The purpose of this section is to start filling this gap by empirically

3% While the education level can be assumed as exogenous — with respect to migration — for any given
individual, the education level of the median voter might be affected by migration because of a change in
the identity of the median voter. However, this effect takes place only in the long run and only in countries
where it is relatively easy for immigrants or their kids to become citizens and vote (that is, jus soli
countries; see Bertocchi and Strozzi (2006)).
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evaluating the model of endogenous migration-policy formation recently proposed by
Facchini and Willmann (2005). In that model (see also bottom panel, Appendix 2) the
authors consider the strategic interaction between organized factors — competing for
protection — and the government as a common agency problem. In the first stage of the
game, lobbies offer the incumbent politician contribution schedules that are contingent on
the degree of protection that the politician will grant each factor. In the second stage, in
choosing the optimal policy, the government trades off social welfare against
contributions. In equilibrium, protection turns out to be higher for a lobbying than for a
non-lobbying factor, it is increasing in the relative importance of the factor, while it is
decreasing in the proportion of the population involved in lobbying. Furthermore, the
protection level is determined by the degree of complementarity and substitutability
between inputs. In particular, if two factors are complements (substitutes), allowing a
larger inflow of one factor increases (decreases) the marginal product of the other.
Therefore, a factor has an incentive to lobby against (in favour of) protection of a
complement (substitute) factor, to secure a higher return for itself. In general, the
lobbying of a factor has a detrimental effect on the degree of protection granted to its
complements; the opposite is true in the case of lobbying substitutes.

In the model, the equilibrium protection level is characterized in a closed-form solution
and can therefore be brought to the data. While the theoretical predictions apply to any
factor (capital, for example), the focus of our empirical analysis is on restrictions of
international labour mobility. We use the United States as the testing ground for our
theory, as there exists substantial anecdotal evidence on the role played by organized
groups in shaping migration policy in the country. In particular, we analyse U.S.
immigration policy between 1994 and 2005 and differentiate labour according to the level
of skill and to the type of occupation. We therefore treat each education/occupation cell
as a different labour category. This fine classification, by distinguishing different
occupations within the same education category, is very flexible in determining the
relationships of complementarity and substitutability, since individuals with the same
level of education but different occupations are likely not to be perfect substitutes for
each other.

In this framework, the theoretical model predicts that migration restrictions in a given
education/occupation cell are a function of the number of native workers in that cell and
in any other education/occupation cell, as well as a function of the extent of political
organization of that cell and all other labour categories. To construct these variables, we
use the Integrated Public Use Microdata Series - Current Population Survey (CPS), which
is based on the March Annual Demographic File and Income Supplement to the CPS. The
data set contains individual-level information on a range of socio-economic
characteristics, such as: education level; occupation; citizenship status; nativity (foreign-
born vs. native-born); union membership, etc.

We define a person as native if he/she is native born, regardless of whether his/her
parents are native-born or foreign-born. We define a person as immigrant if he/she is
foreign born, no matter whether naturalized or non-citizen. Foreign-born individuals who
are citizens only by virtue of being born to American parents are excluded from both
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groups. We restrict the analysis to native and immigrant men and women, aged 18-64,
who participate in the civilian labour force. We consider the respondent's highest level of
educational attainment and focus on five different skill groups: high-school dropouts
(individuals with no high-school diploma); high-school graduates; persons with some
college (but no degree); college graduates (including associate degree/occupational
program, associate degree/academic program, and bachelor's degree); and persons with
more than college (master's degree, professional degree, and doctorate degree). We
consider the individual's occupation based on the CPS 0cc1950 variable and reclassify it
into 15 broad occupation categories. Finally, we use information on each respondent's
union membership status.

Based on this individual-level information, we calculate the total number of natives and
immigrants, in each year, by skill/occupation cell and, in order to measure political
organization, we construct union membership rates in each labour category (restricting
the sample to natives). When we aggregate the individual-level information, we use
sampling weights as recommended by IPUMS-CPS.

Notice that the predictions of the theoretical model are about migration restrictions.
However, as the dependent variable of our empirical analysis, we will use the number of
immigrants. This is not the most direct measure of migration restrictions. Ideally, we
would want to use a policy measure — such as ex ante migration quotas — which are
independent of supply-side factors. There are three main reasons why we use the overall
number of immigrants as our policy variable. First of all, there is abundant anecdotal
evidence suggesting that, for the United States, quotas are actually binding, which implies
that changes in the number of migrants coincide with policy changes. For instance, in
2007 the annual cap of 65,000 HIB visas was already filled on April 2, the first day after
the opening of the application receiving process for fiscal year 2007-2008 (Rediff News,
April 4 2007). Secondly, the total number of immigrants is a comprehensive measure of
the number of immigrants who enter the US, legally or illegally, temporarily or
permanently. Third, for the most part, migration quotas are not publicly announced by
U.S. policymakers at a disaggregate level (i.e., by occupation).

In the empirical analysis, we investigate the change in the number of immigrants over
time, that is we carry out a fixed-effects estimation which uses the variation over time
within education/occupation cells. This estimation strategy is consistent with the recent
U.S. experience. By migration policy we refer to the broad policy outlines that set the
number and criteria of admission of permanent legal immigrants, as well as the higher
frequency changes in the number of temporary work visas, and the management of border
and interior enforcement. While the broad policy outlines have not changed much
throughout the period we are considering, in practice the number of workers allowed in
the U.S. has changed substantially over this period. This is in part because of changes in
the official migration policy through changes in the number of work-related visas issued
every year and in part because of changes in the actual application of the policy
guidelines (i.e. border control etc.). For example, the number of individuals legally
admitted as temporary workers has varied considerably throughout the nineties.
According to the INS Immigration Yearbook (2004), in 1990 100,446 individuals were
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admitted on an HIB visa in the United States. The same figure for 2000 is equal to
355,605, a more than threefold increase in the number of highly skilled foreign workers
allowed to temporarily work in the United States (see Table 24, page 101 of INS (2004)).
Similarly, in 1995 11,394 temporary agricultural workers were admitted under the H2A
visa, while in 2000 33,292 workers were admitted under the same category. 40,920
athletes or entertainers were admitted in 2000 (P visa category), in comparison to only
22,397 in 1995, and the list could go on much longer. Finally, the application of
restrictions to migration has varied substantially from year to year. In particular, as
Hanson and Spilimbergo (2001) have shown, US border enforcement softens when the
sectors that use illegal immigrants expand.

To what extent does the occupation/education composition of immigrants directly reflect
policy? In other words, is migration policy set along occupation/education lines? A large
share of permanent immigration permits (“green cards”) are issued for family
reunification purposes and thus are not directly linked to specific occupations/education
categories. At the same time, temporary work visa (which in many cases represent the
first step towards a more permanent status) are often issued on the basis of specific
education/occupation requirements. For instance, 7495 individuals have been admitted in
the US in 2004 under the HIC visa category, reserved to “registered nurses”, 27,127
foreigners have been allowed to carry out their activities as “workers with exceptional
ability/achievement” (O1 visa class) while 21,571 individuals have been admitted under
the R1 visa classification for “Religious workers”, and the list could go on much longer.
Border enforcement policies are also likely to focus on particular skills/occupation
categories. For instance, it is well known and documented that illegal Mexican workers
are very likely to end up working as “braceros” and border enforcement has been found
to be much less strict whenever the demand for this type of workers expands (Hanson and
Spilimbergo 2001). Finally, and most importantly, whether or not the political economy
channel of migration policy works at the occupation/education level is part of the
empirical test in the econometric analysis.

To summarize, in our main specification, the dependent variable of the empirical model is
the yearly number of immigrants to the United States in each education/occupation
category, between 1994 and 2005. If migration quotas are binding — which is likely to be
the case in most education/occupation cells — the number of immigrants entering the
United States in a given year represents the policy measure we are interested in. As
regressors, we use the yearly number of natives in each education/occupation category,
between 1994 and 2005, and the interaction of this number with a measure of their
political organization.

From the basic specification introduced in equation (17’), we know that the extent of
protection granted to a factor is positive if the factor is politically organized. On the other
hand, the extent of protection granted to a factor is negative if the factor is not (or not
enough) politically organized. In addition, if the factor is politically organized, protection
is increasing with the number of natives (same cell). Therefore, if a factor is politically
organized, we should find a negative relationship between the number of immigrants in
that cell and the number of native workers of the same type. If the factor is not politically
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organized, protection is decreasing with the number of natives (same cell). Therefore, if a
factor is not politically organized, we should find a positive relationship between the
number of immigrants in that category and the number of native workers of the same type.
These predictions hold ceteris paribus, i.e. keeping fixed the extent of complementarity in
production between domestic factors. Our main specification thus looks as follows:

Msot = Bo + BiNsot + B2Nsot - POsot » (3)

where s denotes the skill level, 0 the occupation, t the year, M the number of migrants,
N the number of natives and PO their political organization status, as proxied by the
union density in the education/occupation cell. According to the theoretical model, we
expect B >0 and S, <0 . Regressions (1)-(4) in Table 9 present the results from

estimation of equation (3). Column (1) provides evidence which is consistent with the
model. The number of native workers increases protection (i.e., it reduces the number of
immigrants) only if these workers are politically active. The opposite is true if these
workers are not (or not enough) politically organized, in which case we find that the
number of native workers is positively correlated with the number of immigrants.>!
Specification (1) controls for unobserved cell specific effects. In the following
regressions, we test the robustness of these results by adding year effects (regression (2)),
by using weights for the observations (regression (3)) and, finally, by clustering standard
errors by cell, to account for correlation of observations over time within a cell
(regression (4)). The estimates are of the same signs and significance levels as regression

(1),

In columns (5) and (6), we investigate whether the impact of workers’ political
organization has changed over time. In particular, some unions in the U.S. have reversed
their position towards immigration in 2000, switching from an anti-migration to a pro-
migration stance.> We therefore divide our data into two subsamples, the period up to
the year 2000 and the period after the year 2000. We find evidence which is consistent
with this change. While the impact of politically organized workers is negative and
significant for the former period, it becomes positive and insignificant in the latter period.

Next, we estimate a specification that accounts for the impact of lobbying activity by
workers in other education/occupation cells:

3! Thus our estimates identify a threshold value of the union density in a given education/occupation cell
below which workers are defined as not politically organized.

32 The reversal of the anti-immigration stance of the AFL-CIO occurred in February 2000, with a resolution
approved by the Executive committee inviting the government to abolish the system of employer sanctions
created by the 1986 Immigration Reform and Control Act. While the union did not explicitly propose an
alternative system, this decision has been viewed by many observers as an important change in perspective.
Watts (2002) points at three main reasons for the change in policy preferences of the AFL-CIO around the
year 2000. On the one hand, union leaders have grown increasingly aware of the importance of foreign
immigrants in the rank and file of the union. Secondly, they have become convinced of the state’s inability
to control immigration, and third, they have become concerned with the immigrants joining the black sector
of the economy.
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Mot = Bo + B3Ngot + B4Ngot - POgiort » (4)

where 0 # 0 given s =s , or S #5 , that is in the last two terms we consider the number
of natives (and their union density) in cells with different occupations in the same
education category or with different education. According to the model, we expect the
signs of B3 and B4 to depend on whether workers across labour categories are

complements or substitutes. We find evidence supporting the existence of
complementarity between different types of labour. In particular, for a given cell, we find
that the number of native workers in any other cell decreases the level of protection
granted to the particular occupation/skill category we are considering. (i.e., it increases
the number of immigrants to that cell) if workers in these other cells are politically
organized. The opposite is true if workers in these other cells are not (or not enough)
politically organized, in which case we find that the number of native workers in any
other cell is negatively correlated with the number of immigrants (column (7)). Notice
that the patterns in the signs of these coefficients exactly mirror the patterns of signs in
previous regressions. These results are consistent with a relationship of complementarity,
on average, between workers of a given education/experience level and workers of a
different education level or with the same education level but a different occupation.
Finally, the results in the last two columns of the table seem to suggest that the
relationship of complementarity is driven by workers with different levels of education as
opposed to workers with the same level of education but a different occupation (see
columns (8) and (9)).

To conclude, another force in the interest groups framework which will work to increase
the number of immigrants of a given cell is politically organized capital owners in the
same cell. This is intuitive, given that capital is complemented by labour. The analysis of
the impact of lobbying activity by capital owners at the sectoral level is the focus of our
own work in progress (see Facchini, Mayda, Mishra 2007).%

5. Conclusions

Restrictive migration policies are the main determinant of the limited migration flows and
stocks that can be observed around the world. As it has been pointed out by many
observers, the migration restrictions currently in place cannot be explained within a
purely economic, welfare-maximizing framework. Political economy factors — shaped by
both economic and noneconomic drivers — are key to understand migration policy
outcomes. Public opinion is most likely the main political-economy force that reduces the
current size of migration inflows. Survey evidence points out that voters are on average
very opposed to migration in the majority of destination countries, which is consistent
with restrictive policies currently in place. In addition, we find evidence that the cross-
country pattern in voters’ preferences is correlated with destination countries’ migration
outcomes. In particular, countries where the median voter is more opposed to migration

33 The other main difference between the analysis in this paper and in Facchini, Mayda and Mishra (2007)
is that here we focus on the long run model, where the relevant unit of observation is the occupation/skill
cell, while there we carry out a short run, sectoral analysis.
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tend to implement more restrictive policies. This suggests that politicians take voters’
attitudes towards migrants into account as they formulate their policies. In other words,
we find evidence which is broadly consistent with the median voter framework.

However, based on the extent of opposition to immigration revealed by voters’ attitudes,
within a median-voter framework we would expect migration flows to be restricted to
zero, while most countries in our sample are net receivers of non-negligible numbers of
foreign workers. How can this public opinion puzzle, i.e. this large gap between
individual opinions and actual policies and outcomes, be explained? In this paper we
have suggested that pressure groups might be the answer. Anecdotal evidence and the
empirical analysis we have carried out suggest that lobbies are very active in the
migration policy arena, and that several pressure groups are actually pro-migration. In
particular, we found that the number of foreign workers in a given cell is positively
affected by politically-organized native workers in other education/occupation categories.
This suggests that, for example, politically organized doctors will lobby the government
and succeed in increasing the number of foreign nurses. In addition, another important
factor which will work to increase the number of immigrants in a given cell is politically
organized capital owners in the same cell (Facchini, Mayda and Mishra 2007).

Of course, alternative hypotheses might help explain the public opinion puzzle. For
example, another reason for why migration flows continue to take place —
notwithstanding the great opposition of voters in destination countries — is that
policymakers may not have full control on migration inflows through their policies. In
other words, migration pressure on the supply side might give rise to increasing inflows
through illegal migration. We tend to believe that this is an unlikely explanation, that is
we think that governments are not willing — rather than able — to block migration inflows.
For example, the preferred tool by most destination countries to manage migration is
border enforcement rather than interior enforcement, although the latter is much more
effective than the former. For example, Hanson and Spilimbergo (2001) report that, “in
1990, ..., less than 8 per cent of INS enforcement manpower was devoted to worksite
inspections ... The inefficiency of this enforcement strategy in terms of deterring illegal
immigration has long been recognized.” (p.618). Another explanation of the public
opinion puzzle is that policymakers do, indeed, take into account social welfare and
therefore choose migration levels which are higher than desired by voters. Our hypothesis
on interest groups dynamics complements the latter explanation.

Several policy implications follow from the analysis in this paper. First, we have found
that, consistently over the years, public opinion is very much opposed to immigration
across a variety of destination countries. Both economic and noneconomic considerations
explain this pattern in the data. From an economic point of view, the effects of
immigration are not evenly distributed in the population. In other words, while a country
as a whole might gain from migration, the distribution of income among natives is
affected by the presence of immigrants. In addition, immigration has an impact on the
native population through noneconomic channels, for example by affecting cultural
diversity and perceived and factual levels of security.
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Governments can do a great deal to affect the negative attitudes implied by these effects.
To attenuate the adverse economic consequences of immigration and render the inflow of
foreign workers in the labour market more broadly acceptable, governments can
implement redistribution policies that compensate the losers by transferring to them some
of the gains accrued to the winners. Similarly, in the context of the welfare state, public
policy should be more focused on spreading more evenly the losses (in the case of
unskilled immigration) or gains (in the case of skilled migra‘[ion).34

From a noneconomic point of view, to the extent that the negative perceptions of
immigration are not well-founded, education policies are clearly necessary. Promoting a
culture of tolerance can be very effective in shaping attitudes towards globalization and
civil society organizations are likely to play an important role in this direction. This is
witnessed by the result we found on the positive impact of attending religious services on
the immigration attitudes. If, on the other hand, immigration truly has a negative impact
from, for example, a cultural and security point of view, the implications are different.
Integration policies should be enacted to ease the absorption of the immigrant community
in the destination country. In addition, a more selective migration policy can help reduce
the negative effects in terms of crime and security.

Second, the results on the determinants of individual attitudes towards immigrants
suggest that the income distribution effects of immigration — as perceived by individuals
— are less pronounced than commonly believed, based only on labour market effects. In
this paper and previous work (Facchini and Mayda 2007), we find evidence that another
important channel affects public opinion, namely the welfare state. Since the data is
consistent with the tax adjustment model, the income distribution effects implied by this
channel work in the opposite direction relative to the labour market. In particular,
individual skill and income have opposite effects on individual attitudes towards
immigrants. Since education and income tend to be positively associated, the labour
market and welfare state channels partially offset each other. For example, the very same
skilled and high income German businessman may feel ambivalent regarding the arrival
of unskilled immigrants since he might benefit from hiring them (labour market
complementarity), but be hurt by paying their way through the welfare state.

Finally, and interestingly, the analysis in this paper of migration policy and outcomes
suggest that, in the migration policy arena, complementarities that work through interest
groups dynamics are a force that push the economy towards the most desirable economic
outcome, rather than bringing about additional distortions in the international factor flows.

3 Notice that income distribution effects cannot be eliminated ex ante because they are a necessary
condition for migration to generate aggregate efficiency gains.
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Technical Appendix

Appendix 1: A model of individual attitudes towards immigration

To study the effect of immigration on individual attitudes we use a simplified version of
the model lied out in Facchini and Mayda (2007). This framework will allow us to
identify three channels through which migration can have an impact on individual
attitudes: the labour market channel, the welfare state channel and the efficiency channel.
In a small open economy, two production factors, skilled (Lg ) and unskilled labour

(Ly ) are combined using a constant returns to scale technology F (L, L) to produce a

single output Y. The economy is populated by a set N of natives (indexed by n) and a set
M of immigrants (indexed by m). Each native is endowed with one unit of labour, either

skilled or unskilled, and with an amount €" {eL,eH } of the output good, where e" >e".
Immigrants supply instead only one unit of skilled or unskilled labour. The total
endowment of the numeraire good in the economy is thus equal to Ze” = E . The total

n
supply of each skill is given instead by L; =¢,N +¢,M with je {U,S}, where ¢; and
¢, are respectively the share of workers with skill profile j in the native and immigrant
populations. The key variable to assess the effects of migration on individual attitudes is
the migrants to native ratio 7 = M%\l , which is assumed to be equal to zero in the initial
equilibrium. Furthermore, we will hold the number of natives constant throughout the
analysis. Setting the price of output equal to one, let W, and Wy be, respectively, the
unskilled and skilled wage, with wg > W, . Domestic equilibrium is characterized by the
solution of the following system of equations:

1=c(wy,Ws) (17
Ly =Yac("aVWU—L’JWS) )

oc(wy ,w
Ows
where c(W,,W;)is the unit production cost and equation (1”) is the zero profit condition,
while equations (2°) and (3”) are the factor markets clearing conditions.
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The presence of a redistributive welfare state in the host country is modelled by
introducing an egalitarian income tax t levied on all sources of income, the revenues of
which are lump sum rebated to all residents through a per capita transfer b. The
government budget constraint is thus given by:

r(wy Ly +WglLg +E)=b(N +M) 4

In the presence of a welfare state, the well being of a native n of skill level j is a function
of her income net of taxes/transfers, which is given by:

1] =(1-7)G} +b (5)

where G| =w; +e". The effect of migration on her net income can thus be measured by

7 b
[n (l—z')Wj—J ZGT— b—
) _ dr drz drz )
= + (67)
V4 |n |0 |0
J J J
!
where 1] = —2 etc. Thus, immigration will have an effect on the net income of a native

J
through three channels. The first term on the right hand side of equation (6’) represents
the labour market channel, while the second and third terms capture the welfare-state
channel. In particular, the second term represents the effect of migration through the
adjustment of the tax level, and the third term captures instead the effect of immigration
through adjustments in the government’s transfer to residents.

How will different native individuals react to an inflow of foreign workers? First of all,
domestic workers might face competition in the host country labour market. It is easy to
show that an unskilled native will see his wage decrease as a result of immigration

~

(d—lJ < 0)if and only if immigrants are relatively less skilled than natives. The opposite is
V4

true for skilled immigration. Thus, through the labour market, we expect skilled
(unskilled) natives to be in favour of (against) immigration in countries where immigrants
are unskilled compared to the native population. Vice-versa, in countries where
immigrants are skilled compared to the natives, we expect unskilled (skilled) natives to
be in favour of (against) immigration.

To gain some intuition for the importance of the type of welfare state response to
immigration in shaping individual attitudes, we consider a simplified setting in which one
of two possible adjustments occur. In the first, which we label the tax adjustment model,
per capita benefits are held constant (thus the third term in equation (6’) equals zero),
while the tax rate reacts to maintain the government budget in equilibrium. In the second,
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which we label the benefit adjustment model, tax rates are held constant (thus the second
term in equation (6’) equals zero) and the benefit level instead adjusts to restore the
government budget’s equilibrium.

Skilled migration Unskilled migration
I 1 T i G 7

1&;//

as 7

0 G
Figure 1°: The tax adjustment model

Totally differentiating equation (4’), holding the benefit level constant (tax adjustment
model), we obtain that dz =7 + 277 jlij +Z771Wi and thus the effect of immigration on
] i

the tax level is given by

i_(¢u _77U)(ﬂu _1) UE(I_V/U)_ & ,
dr (1-4,) - 1-¢, Zj:ni dr (7)

where (4, —77, ) >0 is the difference between the share of the unskilled in the initial
population (¢, ) and their share in the initial GDP (7, ), y, is the share of unskilled in

the immigrant population, B = l/;u—uand ne is the share of the initial endowment in total

domestic income. If 7. =0, and ignoring for now the effects of immigration through the
labour market channel, it is easy to see that if immigration is low (high) skilled, i.e. if
B, >1(p, <1), immigration will lead to an increase (decrease) in the overall tax rates in

order to keep the per capita benefit constant. To assess the effect of immigration on an
individual characterized by a pre tax income level G, we need to substitute equation (7”)
in equation (6’) and obtain

| Gr

3 7

E“mea-n[ﬂ} @)

From here we can easily see that under the tax adjustment model, an inflow of skilled

immigrants (implying that di< 0) is more desirable for an individual the higher is her
T
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pre-tax income. To the contrary, an inflow of unskilled immigrants (implying that

di > 0) is more desirable for an individual the lower is her pre-tax income (see Figure
T

1). The intuition for this result is that, if the demogrant is held fixed, the cost of an inflow
of unskilled immigrants will fall disproportionately more on higher income natives.
Analogously, in the presence of skilled immigration, the higher income natives will be
the largest beneficiaries, as they will enjoy a disproportionately larger decrease in their
net tax burden.

If we turn now to the benefit adjustment model, totally differentiating equation (4’) and
holding the tax rate constant, we can show that the effect of an immigrant inflow on the
per capita benefit is given by

£:(¢U _UU)(I_ﬂU)'FnE(l_l//U)_ZnJ& (9’)
dz (1-a,) 1-¢, ;o dz

i i 4 Unskilled migration G

i " prm J

dm

Skilled migration G

Figure 2’: The benefit adjustment model

Once again, assuming 77 =0, and ignoring the labour market channel, it is easy to see that

an inflow of unskilled (skilled) immigrants will lead to a decrease (increase) in the per
capita benefit level. To assess the effect of immigration on an individual of pre tax
income G under these hypothesis we need to substitute equation (9’) in (6’) and obtain

~

=
— = dr (10°)
dz b+G(l-7)

From here it is easy to show that, under the benefit adjustment model, an inflow of skilled
immigrants is more desirable for an individual the lower is her pre-tax income. To the
contrary, an inflow of unskilled immigrants is more desirable for an individual the higher
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IS her pre-tax income (see Figure 2). To understand this result, notice that the reduction in
the demogrant brought about by unskilled immigration will carry a larger impact on the
individuals with a smaller income. If immigration is instead skilled, the resulting increase
in the demogrant will disproportionately benefit lower-income individuals.

Notice that under both welfare-state scenarios, unless the skill composition of the migrant
and native populations is identical, the effects of migration on the two dimensions of the
welfare state are mediated by a third channel, the efficiency channel, that affects the size
of the tax base. At the margin, labour is paid the value of its marginal product, so an
infinitesimal inflow of immigrants will leave the total remuneration of the existing labour

Wi
dr

the welfare state. On the other hand, if the inflow of immigrants is large, the total

force unchanged (277 j | _ 0) and have no effect on the redistribution carried out by
i

~

W.
remuneration of existing workers will increase (Z n; A—J > (), and relax the government
; /4
j

budget constraint (these are the gains from migration pointed out first by Berry and
Soligo (1969)).

Appendix 2: The political economy of international factor mobility

We outline here two simple models that can be used to understand the political economy
of international factor mobility. Consider a small open economy, where GDP is produced
using two factors: skilled (Lg ) and unskilled labour (L, ), according to a production
technology Y=F (Lg, Ly, ) . Production factors can relocate to the country from the rest of
the world, but their flows are controlled by policies implemented by the national
government. To take into account potential crowding effects, we assume that the
production function exhibits decreasing returns to scale in the mobile factors. As a result,
profits (m) are strictly positive in equilibrium. The country is populated by a continuum of
agents and the total size of the population is normalized to one. Each agent in the interval
[0,1] is indexed by i, and the domestic supply of each (mobile) factor is inelastic and
equal to (I s,y ) . For simplicity, we choose GDP as the numeraire, normalize
international factor prices by setting them equal to 1 and assume the profits generated in
the economy to be lump sum equally distributed among all citizens. Domestic factor
prices are represented by @ =(wg,ay). We model restrictions to the relocation of
production factors across countries as a quota, accompanied by a tax levied on the
relocating factor. As a result, the relocating factor retains a share of the surplus associated
with the relocation, while the remainder is captured by the host country’s government in
the form of additional tax revenues which are lump sum rebated to the domestic
population.

A median voter model
Let 4 jbe the fraction of factor j e (s,u) supplied by agent i, with[4; jdi =1, for all j.

Furthermore, assume that each agent is endowed with an identical amount of time, that
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must be allocated to the supply of the two factors, that is 4 ; =1+(1-4 ;) for all
1€[0,1], ] # ]J'. As a result, the total endowment of the two factors in the economy is the
same.

Let mjbe the quantity of factor j imported (exported, if negative) by the country and let
y; be the share of the rent on factor j captured by the government and assume that the

revenues from the policy are lump sum rebated to all citizens. The utility function of
citizen i is then represented by

Ui(a))zz_:ﬂij“a)j +Z}/jTj+7Z' (117)
] J

The first term captures factor income, the second represent the revenues of the policy
(Tj =(@j—1Dmj) that are lump sum rebated to the agents and the third term captures the

profits — which can also be interpreted as the return to an immobile factor. Assuming that
the production function is separable in each input,® let q j =9 (a) j) be the quota

implemented by the government on the inflow of factor j, with ¢‘ j (a) j )< 0. Given our
assumptions, ¢j can be inverted, and we can express @, =¢j‘1(q j). This means that a
more restrictive quota leads to a higher domestic factor return. Let Ay; be the share of

the factor owned by the median voter. Assuming U,(@) to be strictly concave, we can
derive the policy that maximizes the well being of the median voter, which is given by:

¢_1(Qj)—1:ﬁ[l—j(l—ﬂfj)_(ﬂmj_7’j)|j] (12)

To gain some intuition for this result, let us focus on the case in which rent capturing by
the host country’s government is complete, i.e. y j=1. Equation (12) then simplifies to:

1
—(Ami =D 13°
Ui =D (13)

ACHEES
The left hand side of (13’) describes the amount of protection granted to the domestic
factor in terms of the difference between the return prevailing on the domestic market and
the return fetched by the factor on the international market. Obviously, the higher is the
quota, the smaller is the amount of protection granted to the factor. Notice also that
—1/mj' is positive, as the import demand is a decreasing function of the factor price. If

the median voter owns more than the average share of the population of factor j, i.e. if
Amj —1> 0, then factor j will be protected, i.e. the imports of the factor will be limited by

3 This is a technical assumption we need to address the multidimensionality of the voting problem . See
Helpman (1997) and Facchini and Testa (2006) for a discussion.
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a quota that leads the domestic price to be higher than the price prevailing on
international factor markets. At the same time, this implies that factor j* imports will be
subsidized. In other words, if the median voter is more unskilled than average, he will be
both in favor of admitting skilled migrants and of restricting entry of unskilled migrants,
that is, he will be in favor of a migration inflow which is skilled compared to the native
population. The protection received by the factor is increasing with the importance of the
factor (1), while it is decreasing with the size of the distortion induced by protection,

which is captured by the sensitivity of the import demand to price variations (m'j ).

A Lobbying model

Consider now an alternative framework, which is a simplified version of the model
developed in Facchini and Willmann (2005). Here, the policy choice, rather than the
result of a direct democracy, is modelled as the outcome of the interaction between
organized pressure groups and an elected politician. Assume that a subset A of the
production factors is organized and lobbies an elected politician to shape policy towards
factor movements. The game is modelled as a menu auction, where in the first stage
organized groups offer the elected official contributions C;(®) that depend on the entire
vector of domestic factor prices, while in the second stage the government chooses the
policy to be implemented and receives the lobby’s payments.

Each organized group maximizes the total income of its members, net of the
contributions paid to the politician. Denoting by « jthe share of the population that owns

factor j, the gross payoff received by each factor, lobbying or not, is given by:

9,(@)=0,+a,r+> 7T, (14)
j

The government trades off instead aggregate welfare vis a vis political contribution and
thus maximizes:

W(w)=a) g;(w)+.Ci(w), (15%)

jed jeA

where a is the weight attached to aggregate welfare. Solving the game, we can show that
the interaction between the organized groups and the government results in a policy
towards factor mobility that takes the following form:

ey y_ __L N (Ii_aA)Ii_ X ,
#i (qj)—1= ) X F,.{—amA (=7 XL - 1) (16")
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To gain more intuition, let us assume once again that rent capturing is complete, i.c.
7j=1 and that factors are neither complements nor substitute, i.c. that Fj; =0. Equation

(16) then becomes:

¢j1(qj)_1:(lj_a/\),lj/mj (17°)

where | j is an indicator that is equal to one if the factor is organized, and zero otherwise,
a, is the share of the population that is engaged in lobbying activities, and ¢;is the

import demand elasticity. Factor j thus receives positive protection, i.e. there is a positive
differential between the domestic factor return and the international price as long as it is
actively represented by a lobby. As in the median voter setup, protection is increasing in
the relevance of the factor for the domestic economy, and is instead decreasing with the
distortion introduced by the policy. What happens if we consider the more general
situation in which production factors can be complements or substitutes? If factor i and j
are complements then F; >0, while if they are substitutes then F; <0. From the first
term in equation (16°) we can then see that, if the two factors are complements, the

lobbying efforts of factor i will have a detrimental effect on the protection granted to
factor j, and the opposite is true if the two are substitutes.

39




Table 1: Net migration rate and skill composition of natives relative to

immigrants (1995 and 2003)

Net migration rate Skill composition  Net migration rate Skill composition

Country 1995 1995 2005 2003
Australia 0.0057 0.0058 0.60
Austria 0.0066 2.53 0.0044 3.14
Bulgaria -0.0083 -0.0011
Canada 0.0044 1.67 0.0064 1.01
Chile 0.0001 0.0004
Czech Republic 0.0002 0.0013 2.64
Denmark 0.0022 1.91 0.0017 1.16
Finland 0.0017 1.87 0.0013 1.24
France 0.0015 3.13 0.0024 3.51
Germany 0.0066 4.09 0.0024 5.66
Hungary 0.0020 0.0013 0.67
Ireland -0.0001 0.40 0.0091 0.40
Israel 0.0175 0.0033
Italy 0.0020 0.64 0.0038
Japan 0.0004 0.0004
Korea, Rep. -0.0005 -0.0003
Latvia -0.0106 -0.0017
Netherlands 0.0025 2.69 0.0014 1.66
New Zealand 0.0051 0.0050
Norway 0.0019 0.0037 1.42
Philippines -0.0026 -0.0022
Poland -0.0004 -0.0010
Portugal -0.0001 0.18 0.0052 0.33
Russia 0.0305 0.0013
Slovak Republic 0.0003 0.0001 0.95
Slovenia 0.0038 0.0022
South Africa 0.0058 0.0003
Spain 0.0015 0.47 0.0131 0.55
Sweden 0.0034 1.34 0.0034 1.42
Switzerland 0.0057 0.0027 5.19
United Kingdom 0.0006 225 0.0031 2.04
United States 0.0039 0.0044 4.44
Uruguay -0.0012 -0.0063
Venezuela 0.0004 0.0003

Data source: United Nations




Table 2: Summary Statistics of Individual Attitudes towards Immigration (ISSP 1995) and country-level variables

Pro Immig Opinion

© - @ average median average . relative
ke g o 2 < = ;'5’ Pro Pro Pro- average  median per skill mix . rTEI.
Country < = g = S s E {mmi Immi {mmi educ educ  capita (natives migration

S -8 E8& s 2 o o0 mig mig 9 years years GDP i 2000

Qo o~ S o & L= g~ =) Opinion  Opinion Dummy vs. imm)

2 g £ £ 5§ = g 'z

2 B =3 = & E
Austria 28.36 24.72 37.74 2.93 0.81 5.45 2.19 2 0.04  10.36 9 22090 2531 0.0011
Bulgaria 32.58 17.19 9.77 217 1.54 36.74 1.78 1 0.06 5609 -0.0012
Canada 16.48 20.58 32.89 12.17 5.99 11.9 2.67 3 021 14.76 15 23085 1.67|  0.0048
Czech Republic | 39.75 25.75 21.14 1.9 0.27 11.2 1.84 2 0.02 1291 12 12426 0.0010
Germany 48.07 22.37 17.37 1.74 0.54 9.9 1.72 1 0.03 1092 10 21479 4.09|  0.0028
Great Britain 40.1 23.77 25.89 2.8 1.06 6.38 1.94 2 0.04 1132 11 19465 225 0.0019
Hungary 55.95 24.19 13.51 0.71 0.71 4.94 1.59 1 0.01  10.49 11 9315 0.0020
Ireland 6.63 13.56 55.35 15.6 2.24 6.62 2.93 3 0.19 1225 12 17264 0.40|  0.0047
Italy 41.76 30.31 19.87 2.56 0.82 4.67 1.85 2 0.04 11.03 12 20513 0.64]  0.0021
Japan 13.38 21.82 35.03 10.11 2.95 16.72 2.61 3 0.16 11.87 12 23212 0.0004
Latvia 49.74 20.05 17.19 0.26 0.13 12.63 1.64 1 0.00 11.61 11 4919 -0.0047
Netherlands 26.37 30.99 30.79 4.42 0.68 6.75 2.16 2 0.05  12.69 12 20812 2.69]  0.0020
New Zealand 26.79 31.65 24.06 8.59 222 6.68 223 2 0.12 1431 14 17706 0.0010
Norway 29.53 29.26 27.32 5.7 1.21 6.98 2.14 2 0.07  12.66 12 24694 0.0030
Philippines 31.91 27.14 25.63 7.2 3.77 4.36 2.20 2 0.11 9.39 10 3519 -0.0024
Poland 25.92 17.53 19.91 4.13 1.82 30.68 2.11 2 0.09  10.29 10 6606 -0.0004
Russia 16.08 22.15 22.28 3.99 1.46 34.05 228 2 0.08 11.19 1 7093 0.0032
Slovak Republic| 30.22 24.51 24.3 1.81 0.65 18.51 2.00 2 0.03  11.84 12 8487 0.0003
Slovenia 29.92 29.92 31.76 1.35 0.39 6.66 2.06 2 0.02  10.68 11 12978 0.0008
Spain 8.77 26.64 45.49 6.39 1.07 11.64 2.60 3 0.08  10.13 9 15163 0.47|  0.0033
Sweden 35.66 29.25 21.88 4.13 2.11 6.97 2.01 2 0.07 1141 11 20031 1.34|  0.0014
USA 29.69 25.19 21.83 4.58 2.14 16.57 2.09 2 0.08 13.43 13 27395 0.0044

Data source: 1995 ISSP National Identity Module. The survey sample excludes non-citizens. Pro Immig Opinion uses answers to the immigration question ("Do you think the
number of immigrants to (R's country) nowadays should be ...": reduced a lot, reduced a little, remain the same as it is, increased a little, increased a lot) and ranges from 1
(reduced a lot) to 5 (increased a lot). Pro-Immig Dummy equals one if Pro Immig Opinion is equal to 4 or 5, zero if Pro Immig Opinion is equal to 1, 2 or 3. Both variables
exclude missing values. net migration is equal to the net migration inflow, divided by the destination country's population, in 2000 (source: United Nations). All other
variables are for the year 1995.



Figure 1. Variance of attitudes across categories within countries (ISSP 1995)
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Data source: 1995 ISSP National Identity Module. The survey sample excludes non-citizens.



Table 3: Summary Statistics of Individual Attitudes towards Immigration (ISSP 2003) and country-level variables

Pro Immig Opinion _
© s . 2= s s average  median - average average  median  per capita srlfill?tr::/ii
Country —§ a —§ (\?-; E N E < E @ %D § Pro !”7'“"51 Pro !mmig Pro-Immig educ years educ years GDP (natives vs.
2= 22 s ey S 2 S = 35 Opinion  Opinion ~ Dummy .
—’é RS} —’é E g § .2 g = g s} £ S imm)
- o— . —

Australia 16.79 19.65 34.71 15.81 5.72 7.32 2.72 3 0.23 13.06 13 31268 0.60
Austria 32.72 26.75 29.94 5.25 1.03 4.31 2.11 2 0.07 11.08 10 30851 3.14
Bulgaria 16.17 18.89 20.11 2.26 0.85 41.72 2.19 2 0.05 11.11 11 7620
Canada 10.21 18.65 34.51 19.92 5.99 10.72 2.92 3 0.29 13.46 13 30433 1.01
Chile 22.78 37.23 29.23 4.84 1.61 4.31 2.22 2 0.07 10.71 12 10298
Czech Republic 26.19 30.95 4.76 2.38 2.38 33.34 1.86 2 0.07 13.15 12 17891 2.64
Denmark 25.87 21.63 35.93 7.87 1.21 7.49 2.32 2 0.10 13.18 13 31074 1.16
Finland 15.83 15.61 36.97 18.70 3.02 9.87 2.75 3 0.24 11.98 12 29215 1.24
France 35.37 21.38 22.30 4.09 2.20 14.66 2.02 2 0.07 13.68 13 29500 3.51
Germany 44.29 23.66 19.39 2.79 0.90 8.97 1.82 2 0.04 10.68 11 27612 5.66
Great Britain 50.88 22.68 14.81 341 1.76 6.46 1.74 1 0.06 11.78 11 30171 2.04
Hungary 34.38 30.56 27.23 1.67 0.39 5.77 1.97 2 0.02 10.74 11 15728 0.67
Ireland 27.65 28.81 30.73 7.32 1.06 4.43 2.22 2 0.09 12.92 13 34742 0.40
Israel 26.68 16.49 26.68 12.10 13.92 4.13 2.69 3 0.27 13.41 12 23062
Japan 20.15 22.32 28.58 8.44 2.36 18.15 2.40 2 0.13 12.03 12 27710
Latvia 26.36 24.09 30.01 1.51 0.63 17.40 2.10 2 0.03 12.69 12 10666
Netherlands 37.84 26.95 23.86 2.47 0.95 7.93 1.93 2 0.04 13.59 13 31728 1.66
New Zealand 26.81 27.62 25.28 10.70 3.06 6.53 231 2 0.15 13.28 13 23528
Norway 36.37 29.80 19.28 5.01 1.13 8.41 1.96 2 0.07 13.45 13 37561 1.42
Philippines 17.92 19.58 37.67 11.50 5.58 7.75 2.64 3 0.19 9.66 10 4519
Poland 19.42 20.67 28.97 3.52 1.72 25.70 2.29 2 0.07 10.82 10 12277
Portugal 19.09 35.01 39.10 2.38 0.59 3.83 2.28 2 0.03 8.12 6 19879 0.33
Russia 39.01 25.14 10.26 1.64 1.68 22.27 1.74 1 0.04 11.59 12 8902
Slovak Republic 26.37 15.58 25.15 7.14 2.09 23.67 2.25 2 0.12 13.51 13 13550 0.95
Slovenia 16.71 32.05 43.34 2.48 0.37 5.05 2.34 2 0.03 11.20 11 19448
South Korea 9.13 23.35 34.52 17.57 5.32 10.11 2.85 3 0.25 12.30 12 19317
Spain 13.20 35.16 35.66 5.80 2.44 7.74 2.45 2 0.09 10.00 10 24556 0.55
Sweden 25.55 27.30 26.95 8.05 2.27 9.88 2.27 2 0.11 12.10 12 29341 1.42
Switzerland 16.91 27.02 45.64 5.11 0.32 5.00 242 3 0.06 11.36 10 33080 5.19
Taiwan 34.34 31.76 18.01 3.33 1.09 11.47 1.93 2 0.05 11.30 12 20701
Uruguay 6.17 20.35 46.41 12.80 5.89 8.38 291 3 0.20 9.12 9 8276
USA 23.70 28.74 28.66 5.47 3.34 10.09 2.29 2 0.10 13.88 14 37545 4.44
Venezuela 20.04 28.38 42.18 3.95 2.81 2.64 2.40 3 0.07 5040

Data source: 2003 ISSP National Identity Module. The survey sample excludes non-citizens. Pro Immig Opinion uses answers to the immigration question ("Do you
think the number of immigrants to (R's country) should be ...": reduced a lot, reduced a little, remain the same as it is, increased a little, increased a lot) and ranges from
1 (reduced a lot) to 5 (increased a lot). Pro-Immig Dummy equals one if Pro Immig Opinion is equal to 4 or 5, zero if Pro Immig Opinion is equal to 1, 2 or 3. Both
variables exclude missing values. All variables are for 2003.
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Figure 2. Variance of attitudes across categories within countries (ISSP 2003)
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Data source: 2003 ISSP National Identity Module. The survey sample excludes non-citizens.
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Figure 3. The median value of Pro Immig Opinion in 1995 vs. 2003
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Data source: 1995 and 2003 ISSP National Identity Modules. The survey sample excludes non-citizens.

Figure 4. The average value of Pro Immig Opinion in 1995 vs. 2003
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Data source: 1995 and 2003 ISSP National Identity Modules. The survey sample excludes non-citizens.



Figure 5. The average value of Pro Immig Dummy in 1995 vs. 2003
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Data source: 1995 and 2003 ISSP National Identity Modules. The survey sample excludes non-citizens.



Table 4. Economic and non-economic determinants of attitudes (ISSP 1995 and 2003)

Ordered probit with country dummies 1 2 3 4 5 1' 2' 3’ 4 5'
1995 2003
Dependent variable Pro Immig Opinion
age -0.0037 -0.0037 -0.003 -0.0032 -0.0039 -0.0008 -0.0008 -0.0009 -0.0019 -0.0018
0.0010%* 0.0010%* 0.0009%* 0.0010%* 0.0011%* 0.0011 0.0011 0.0013 0.0013 0.0011
male -0.0217 -0.0249 -0.0372 -0.0209 -0.0534 0.021 0.0166 0.0046 0.0227 0.0172
0.0257 0.0261 0.0279 0.0272 0.0329 0.0206 0.0201 0.0229 0.0222 0.0266
citizen -03082  -03051  -02147  -0.1555  -0.3632] -0.1908  -0.1898  -0.2114 -0.207  -0.2987
0.0972%* 0.0958%* 0.0992* 0.1042 0.1325%* 0.0646%* 0.0649%* 0.0800%* 0.0967* 0.1266*
parents' foreign citizenship 0.2568 0.2534 0.2385 0.1334 0.229 0.2542 0.2552 0.2532 0.1297 0.219
0.0470%* 0.0471%* 0.0461%* 0.0425%* 0.0619%* 0.0196%* 0.0201%* 0.0241%* 0.0247%% 0.0314%*
education (years of education) 0.0587 -0.4627 -0.5207 -0.269 -0.696 0.0565 -0.2225 -0.6969 -0.4899 -0.8082
0.0081** 0.0824** 0.1193** 0.1270* 0.1566** 0.0048** 0.0581** 0.2674** 0.2613+ 0.2874**
education*gdp 0.0539 0.0598 0.0315 0.0768 0.0279 0.074 0.0511 0.0843
0.0084** 0.0121%* 0.0129* 0.0158** 0.0060** 0.0262%* 0.0255* 0.0282%*
log of real income 0.0339 0.7311 1.2235 1.4351 1.5677 0.0517 -0.0841 1.7827 2.0632 2.0485
0.0158* 0.3679* 0.3939** 0.2780** 0.8295+ 0.0180** 0.3292 0.8200% 1.0329* 1.1140+
log of real income*gdp -0.0715 -0.1212 -0.1443 -0.1557 0.0143 -0.1665 -0.1973 -0.1922
0.0379+ 0.0405** 0.0285** 0.0855+ 0.0335 0.0804* 0.1005* 0.1081+
pro-immig crime 0.5855 0.5739
0.0568** 0.0355%*
pro-immig culture 0.5811 0.6369
0.0545%* 0.0435%*
pro-immig economy 0.5747 0.569
0.0575** 0.0250**
upper social class 0.0546 0.0324
0.0180%* 0.0105%*
trade union member 0.018 -0.0516
0.0317 0.0236*
political affiliation with the right -0.1409 -0.1911
0.0462%* 0.0329%*
religious 0.0378 0.029
0.0122%* 0.0057%*
Observations 14659 14659 13045 13045 6043 23801 23801 17943 17943 10956
Pseudo R-squared 0.07 0.07 0.07 0.15 0.07 0.06 0.06 0.06 0.14 0.07

Data source: 1995 and 2003 ISSP National Identity Module. The table reports coefficient estimates for ordered probit regressions (the cut-off points are not shown). Robus
standard errors, clustered by country, are presented under each coefficient. + significant at 10%; * significant at 5%; ** significant at 1%. All regressions control for country
fixed effects. Regressions (3)-(5) and (3")-(5") are restricted to countries with well-developed Western-style welfare statesgdp is the log of per capita GDP in 1995 and

2003, PPP (current international dollars).




Figure 6. Per capita GDP and skill composition of natives relative to immigrants
(1995 and 2003)
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Data source: World Development Indicators, World Bank and SOPEMI, OECD.



Table 5. Heckman selection model - ISSP 1995

Linear regression with country FE 1 2 3 1 2' 3'
Dependent variable Pro Immig Opinion
Method OoLS OoLS OLS Heckman Heckman Heckman
age -0.0029 -0.0029 -0.0024 -0.0029 -0.0029 -0.0024
0.0005%* 0.0005%* 0.0005%* 0.0005%* 0.0005%* 0.0005%*
male -0.0188 -0.021 -0.0311 -0.0189 -0.0207 -0.0331
0.0159 0.0158 0.0168+ 0.0166 0.0166 0.0180+
citizen -0.2603 -0.2571 -0.1953 -0.2606 -0.256 -0.2004
0.0588** 0.0587** 0.0683** 0.0625%* 0.0625%* 0.0700%**
parents' foreign citizenship 0.2242 0.2205 0.2099 0.2242 0.2204 0.2106
0.0200** 0.0199** 0.0206** 0.0200%** 0.0200** 0.0207**
education (years of education) 0.0499 -0.4135 -0.4948 0.0499 -0.4128 -0.5014
0.0025**  0.0493**  0.0816**  0.0026**  0.0512**  0.0841**
education*gdp 0.0479 0.0562 0.0479 0.0569
0.0051**  0.0083** 0.0053**  0.0086**
log of real income 0.0272 0.59 0.9813 0.0272 0.5884 0.9929
0.0128* 0.2415* 0.4256* 0.0132* 0.2436* 0.4269*
log of real income*gdp -0.0578 -0.0973 -0.0576 -0.0986
0.0249%* 0.0432* 0.0252* 0.0434%*
inverse Mills' ratio -0.0015 0.0068 -0.0554
0.1396 0.14 0.1736
Selection equation
Probit with country FE 1 2' 3'
Dependent variable Immig Select
age 0.0019 0.0019 0.0022
0.0009* 0.0009* 0.0010%*
male 0.1043 0.1081 0.1263
0.0285**  0.0286**  0.0323**
citizen 0.4257 0.4281 0.2801
0.0920**  0.0922%** 0.1105*
parents' foreign citizenship -0.0341 -0.031 -0.044
0.0356 0.0357 0.0372
education (years of education) -0.0108 0.3277 0.3742
0.0045%* 0.0754** 0.1422%*
education*gdp -0.0354 -0.04
0.0079** 0.0145%*
log of real income 0.0687 -0.8834 -0.6732
0.0221** 0.3581* 0.7294
log of real income*gdp 0.0992 0.078
0.0373** 0.074
trade select 0.7817 0.7776 0.712
0.0535%* 0.0536** 0.0603**
Observations 14659 14659 13045 16542 16542 14304
R-squared 0.17 0.18 0.18

Standard errors in parentheses. Constants not shown. + sign at 10%; * sign at 5%; ** sign at 1%. Regressions (3) and
(3") are restricted to countries with well-developed Western-style welfare states.




Table 6. Heckman selection model - ISSP 2003

Linear regression with country FE 1 2 3 1 2' 3'
Dependent variable Pro Immig Opinion
Method OLS OoLS OLS Heckman Heckman Heckman
age -0.0006 -0.0006 -0.0007 -0.0005 -0.0006 -0.0006
0.0004 0.0004 0.0005 0.0004 0.0004 0.0005
male 0.0233 0.0195 0.008 0.0246 0.0199 0.012
0.0134+ 0.0134 0.0153 0.0142+ 0.0143 0.0167
citizen -0.1746 -0.1733 -0.1954 -0.1722 -0.1725 -0.1902
0.0483** 0.0482%* 0.0544%** 0.0492%* 0.0491** 0.0551**
parents' foreign citizenship 0.2402 0.2405 0.2366 0.2395 0.2403 0.2344
0.0141** 0.0141** 0.0156** 0.0143** 0.0143** 0.0160**
education (years of education) 0.0519 -0.1989 -0.6183 0.0519 -0.1975 -0.6088
0.0020**  0.0372**  0.0996**  0.0020**  0.0410**  0.1009**
education*gdp 0.0251 0.0658 0.025 0.0648
0.0037**  0.0097** 0.0041**  0.0099**
log of real income 0.0471 -0.0633 1.5134 0.0476 -0.065 1.5028
0.0090** 0.1512  0.4620**  0.0092** 0.1524  0.4624**
log of real income*gdp 0.0116 -0.1411 0.0118 -0.1399
0.0152  0.0450** 0.0153  0.0450**
inverse Mills' ratio 0.0352 0.0122 0.1084
0.143 0.1444 0.18
Selection equation
Probit with country FE 1' 2' 3
Dependent variable Immig Select
age 0.0038 0.0038 0.0052
0.0008**  0.0008**  0.0009**
male 0.1214 0.1259 0.1431
0.0238**  0.0239**  (.0289**
citizen 0.2038 0.1959 0.1569
0.0756**  0.0758*%* 0.0893+
parents' foreign citizenship -0.0776 -0.0772 -0.0854
0.0252%* 0.0252%** 0.0280**
education (years of education) -0.0089 0.4205 0.2843
0.0036* 0.0615** 0.1821
education*gdp -0.0432 -0.0297
0.0062** 0.0178+
log of real income 0.0486 -0.5007 -0.2821
0.0160** 0.2575+ 0.8097
log of real income*gdp 0.0548 0.0331
0.0259%* 0.0788
trade select 0.6899 0.6746 0.6539
0.0449** 0.0451%** 0.0537**
Observations 23801 23801 17943 26382 26382 19487
R-squared 0.15 0.16 0.15

Standard errors in parentheses. Constants not shown. + sign at 10%; * sign at 5%; ** sign at 1%. Regressions (3) and
(3") are restricted to countries with well-developed Western-style welfare states.




Table 7. Analysis over Time 1995-2003 (ISSP)

Ordered probit with country & year DV 1 2 3 4 5 6 7 8 9
Dependent variable Pro Immig Opinion
age -0.0027  -0.0022  -0.0024  -0.0022  -0.0024  -0.0023  -0.0023  -0.0026  -0.0023
0.0013* 0.0013+ 0.0013+ 0.0013+ 0.0013+ 0.0013+ 0.0013+ 0.0011* 0.0012+
male -0.0058  -0.0136  -0.0195  -0.0172  -0.0205 -0.014  -0.0149  -0.0282  -0.0109
0.0295 0.0325 0.0328 0.0329 0.0329 0.0283 0.0283 0.0258 0.0283
citizen -0.2075  -0.1806  -0.1102  -0.2012  -0.1298  -0.2464  -0.2307  -0.2821  -0.2606
0.0513%* 0.0639%* 0.0963 0.0581%* 0.0886 0.0455%* 0.0527%* 0.0832%* 0.0348%*
parents' foreign citizenship 0.2555 0.2382 0.2511 0.2344 0.2475 0.2298 0.2324 0.2016 0.229
0.0337%* 0.0335%* 0.0357** 0.0335%** 0.0350%** 0.0312%** 0.0311** 0.0370** 0.0325%*
education (years of education) -0.3368  -0.3842  -0.4174  -0.3878  -0.4146  -0.4345 04372  -0.6291  -0.3468
0.0802%* 0.1473%* 0.1504** 0.1396** 0.1462%** 0.1472%* 0.1483** 0.2346%* 0.1473*
education*gdp 0.0399 0.0445 0.0479 0.0449 0.0476 0.0497 0.05 0.0686 0.041
0.0083%* 0.0149%* 0.0151** 0.0142%** 0.0147** 0.0148** 0.0149** 0.0233** 0.0148**
log of real income 0.9045 1.9053  -0.1008 12078  -0.1654 13108 1.0066 29133 0.8701
0.8042 0.7941* 0.8551 0.7638 0.8158 0.3224** 0.4031* 0.6033%* 0.7161
log of real income*gdp -0.0863  -0.1851 0.0154  -0.1152 0.0219  -0.1261  -0.0957  -0.2831 -0.083
0.0819 0.0792* 0.0863 0.0764 0.0824 0.0322%* 0.0402* 0.0604** 0.0712
per capita GDP -0.0001 -0.0001 0
0.0000%* 0.0000%** 0
net migration rate -33.4969  -16.2726
18.2045+ 13.3194
per capita GDP growth 0.1328 0.1251
0.0163%* 0.0229%*
skill composition of natives vs. immigrants 0.0578
0.129
birth rate -0.1834
0.0699**
Observations 29009 24117 24117 24117 24117 24117 24117 17968 24117
Pseudo R-squared 0.05 0.06 0.06 0.06 0.06 0.06 0.06 0.06 0.06

Data source: 1995 and 2003 ISSP National Identity Module. The table reports coefficient estimates for ordered probit regressions (the cut-off points are not
shown). Robust standard errors, clustered by country, are presented under each coefficient. + significant at 10%; * significant at 5%; ** significant at 1%. All
regressions control for country and year fixed effects. Regressions (2)-(9) are restricted to countries with well-developed Western-style welfare statesgdp is the
log of per capita GDP, PPP (constant international dollars). per capita GDP is the per capita GDP, PPP (constant international dollars).




Figure 7: The impact of individual attitudes towards immigrants on migration inflows (issp 1995)
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Data source: 1995 ISSP National Identity Module and United Nations.

Figure 8: The impact of individual attitudes towards immigrants on migration inflows (ssp 1995)
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Data source: 1995 ISSP National Identity Module and United Nations.



Figure 9: The impact of individual attitudes towards immigrants on migration inflows (issp 1995)
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Data source: 1995 ISSP National Identity Module and United Nations.

Table 8. The impact of individual attitudes towards immigrants on migration
inflows (ISSP 1995)

OLS 1 2 3 4
Dependent variable net migration, 2000 (divided by population)
median Immig Opinion 0.0018
0.0007*
average Immig Opinion 0.0032
0.0013*
average Pro Immig Dummy 0.016
0.0084+
educyrs median voter -0.0002
0.0003
educyrs median voter*gdp 1.68E-08
5.45¢-09%*
Constant -0.0022 -0.0053 0.0003 0.0002
0.0015 0.0028+ 0.0008 0.0035
Observations 22 22 22 21
R-squared 0.24 0.23 0.15 0.42

Data source: 1995 ISSP National Identity Module and United Nations. Standard errors in parentheses. +
significant at 10%; * significant at 5%; ** significant at 1%



Table 9: The Political Economy of Immigration Restrictions in the United States (1994-2005)

Equation 1 2 3 4 ) § ! 8 9
up to 2000 after 2000
Dependent variable number of immigrants
number of natives (same cell) 0.19801 0.15203 0.12521 0.12521 0.12829 0.07648
0.01942%* 0.01800** 0.01679** 0.02629** 0.03154** 0.01271**
number of natives*political organization (same cell) -0.37664 -0.25691 -0.14344 -0.14344 -0.17738 0.05387
0.06997** 0.05604** 0.04867** 0.07107* 0.05569**  0.05763
number of other natives (any other cell) -0.12667
0.01659**
number of other natives*political org. (any other cell) 0.14891
0.04676**
number of other natives (same education) -0.00373
0.00673
number of other natives*political org. (same education) -0.00352
0.02292
number of other natives (different education) -0.0161
0.00866+
number of other natives*political org. (different education) 0.04067
0.02307+
Observations 830 830 830 830 481 349 830 830 830
R-squared 0.96 0.97 0.96 0.96 0.97 0.99 0.96 0.95 0.95
cell fixed effects yes yes yes yes yes yes yes yes yes
year effects no yes yes yes yes yes yes yes yes
aweights no no yes yes yes yes yes yes yes
clustered standard errors (by cell) no no no yes no no no no no

Data source: CPS 1994-2005. Robust standard errors in parentheses, unless clustered standard errors are used (see bottom of table). + significant at 10%; * significant at

5%; ** significant at 1%. Constant not shown. A cell is defined as a combination of an education level and occupation. We consider five education levels: high-school

dropouts (individuals with no high-school diploma); high-school graduates; persons with some college (but no degree); college graduates (including associate

degree/occupational program, associate degree/academic program, and bachelor's degree); and persons with more than college (master's degree, professional degree, and

doctorate degree). We consider fifteen occupations: professional and technical — professors and instructors; professional and technical — engineers; professional and

technical — nurses; professional and technical — scientists; professional and technical — social scientists; other professional and technical; farmers; managers, officials,

proprietors; clerical and kindred; sales workers; craftsmen; operatives; service workers in private households; service workers not in households, laborers.



Table Al. Economic and non-economic determinants of attitudes using a direct measure

of the relative skill composition (ISSP 1995 and 2003)

Probit with country dummies 1 2 3 1 2' 3'
1995 2003
Dependent variable Pro Immig Dummy
age -0.0057 -0.0069 -0.0048 0.0003 -0.0005 -0.0009
0.0020%* 0.0017%* 0.0031 0.0015 0.0017 0.0016
male 0.047 0.0607 -0.0459 0.1128 0.133 0.1188
0.0464 0.0551 0.0611 0.0301%* 0.0328** 0.0320%*
citizen -0.1378 -0.0977 -0.4818 -0.1944 -0.1885 -0.3943
0.1655 0.1774 0.1699%* 0.1394 0.1659 0.1840%
parents' foreign citizenship 0.1614 0.0907 0.1178 0.2404 0.1343 0.2209
0.0409%* 0.0404* 0.0563* 0.0271%* 0.0306** 0.0343%*
education (years of education) -0.025 -0.0443 -0.0226 0.0283 0.0131 0.0222
0.0070** 0.0086** 0.0157 0.0110** 0.0104 0.0157
education*relative skill ratio 0.1011 0.0984 0.0976 0.0347 0.0229 0.0376
0.0095** 0.0108** 0.0176** 0.0157* 0.0154 0.0219+
log of real income 0.1483 0.1689 0.0495 0.1441 0.1124 0.16
0.0587* 0.0782* 0.1073 0.0559** 0.0545* 0.0650*
log of real income*relative skill ratio -0.1655 -0.2016 -0.0233 -0.0979 -0.1081 -0.0931
0.0598** 0.0738** 0.106 0.0536+ 0.0650+ 0.0721
pro-immig crime 0.4131 0.4648
0.0867** 0.0637+*
pro-immig culture 0.4504 0.5708
0.1315%* 0.0885%*
pro-immig economy 0.6078 0.5703
0.1050%* 0.0460%*
upper social class 0.0477 0.0354
0.0271+ 0.0140*
trade union member -0.1061 -0.066
0.0814 0.0378+
political affiliation with the right -0.1853 -0.2132
0.0886* 0.0362%*
religious -0.0134 0.0151
0.0324 0.0052%*
Observations 7753 7753 3415 16475 16475 10376
Pseudo R-squared 0.13 0.21 0.15 0.13 0.24 0.14

Data source: 1995 and 2003 ISSP National Identity Module. The table reports coefficient estimates for probif
regressions. Robust standard errors, clustered by country, are presented under each coefficient. + significant at
10%; * significant at 5%; ** significant at 1%. All regressions control for country fixed effects. All the regression
are restricted to countries with well-developed Western-style welfare states. Therelative skill ratio is the log of
one plus the relative skill composition, in 1995 and 2003 respectively.
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