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CHAPTER 1: ECONOMIC ISSUES IN DIASPORA 
MIGRANTS 

1.1 Introduction  

One of the most important issues that have affected our world in recent decades is globalization, in the 

form of free trade, and open borders for people, capital and ideas. People’s movements from one country 

and even continent to another have had a significant impact on flows of ideas, innovation, and economic 

development, trade, and investments. This spread of ideas and knowledge is vital for the economic 

landscape of the world. However, recent massive waves of migration have led to heated debates in many 

developed countries regarding the impact of immigrants and the subsequent social and economic shocks 

in the host countries. The debate is taking place not only at the lower levels of the political hierarchy in 

developed countries, but also at the highest level. For example, in France, Jacques Chirac, the former 

Prime Minster, indicated in the newspaper Libération that: ‘If there were fewer immigrants, there would be less 

unemployment, fewer tensions in certain towns and neighborhoods, and lower social costs’ (quoted in Bodvarsson and 

Van den Berg, 2009, p. 1).  

Nowadays, on the global scale there has been an increase in the number of sending and receiving 

countries. For example, in Europe some European countries (e.g. Italy, Spain, Portugal) that for centuries 

had been characterized as migrant-sending countries, suddenly changed into migrant-receiving countries. 

Nowadays, the receiving countries are experiencing not only specific forms of migration (e.g. asylum 

seekers, temporary and permanent resettlers, economic migrants, labour migrants, knowledge migrants, 

tourists who became permanent residents, social migrants, international students, etc.), but also all these 

different types of immigration at the same time. This has not only made life more difficult for policy 

makers to develop a generalized form of migration policy, but has also fuelled furious political debates on 

the desirability or acceptability of migrants. Clearly, some scholars argue that we are living in an age of 

migration (Nijkamp, 2010; Goldin et al., 2011).  

According to the World Bank (2010), more than 213 million people lived in countries other than their 

country of origin in 2010 (see Figure 1-1), and in OECD countries almost 10.8 per cent of the total 

population were foreign-born in the years 2004-2006. In a small open country like the Netherlands, 

around 20 per cent of the population have a migrant background, and the share of non-Western migrants 

in the Netherlands is about 11 per cent (Nijkamp et al., 2011). 

The composition of migrants by personal characteristics (gender, age, education, skill), culture, and socio-

economic characteristics differs substantially from the population in the country of residence. They 

concentrate more in metropolitan areas with higher agglomeration advantages; tend to be in the most 

active working ages (24-49); and have higher education, while in some cases the proportion of women in 

the migration flow has increased (Widmaier and Dumont, 2011). Furthermore, recent migration policy 

shows that changes in the immigration points system, for which Australia and Canada are famous, are 

designed to facilitate the flow of highly-educated and skilled migrants, and to increase the legal barriers 

for low-skilled migrants. The figures show that, between 1990 and 2000, the number of highly-skilled 

immigrants (foreign-born individuals with tertiary education) living in an OECD member country 

increased by 70 per cent, while the number of low-skilled immigrants increased at the slower pace of 28 

per cent (Docquier and Marfouk, 2004).  
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Migrant-sending countries are more concerned about the brain-drain effect, and the loss of their talented 

and young workforce. However, studies of the economic impact on the sending countries have shown 

that increasing emigration could be used to develop diasporas, thus giving the countries of origin the 

opportunity to benefit from remittances (De Haas and Plug, 2006; Gamlen, 2006). This holds especially 

for those countries that allow their diaspora to obtain dual citizenship. 

In the receiving countries, public opinion has sometimes turned against migration, and most developed 

countries are concerned about the effect of economic externalities of migrants on native capital, the 

labour market, wages, and public finance (social benefits). Many policy makers in the developed countries 

usually believe that immigration is an economic burden, because immigrants may create social tension and 

increase criminality (UNDP, 2009). However, international immigration has had a substantial impact on 

the cultural diversity and socio-economic enrichment in many developed countries in terms of an increase 

of cultural diversity, the diasporas’ contribution to innovation, and the intensification of international 

linkages through trade and foreign direct investment, so that the host societies can benefit from the stock 

of diasporas in their societies.  

Several empirical studies which have focused on the effect of cultural diversity on the host societies have 

shown mixed (positive or negative) and inconclusive results (Boeri and Brücker, 2005; Ottaviano and 

Peri, 2005, 2012; Borjas, 1999, 2003). Therefore, understanding the economic impact of migrants on both 

sending and receiving countries is very crucial.  

 

Figure 1-1: World Bank figures on international migration 

To recognize the socio-economic impact of migrants in a country, we need rational and scientific 

evidence-based studies to monitor and to identify the economic elements of international migration that 

play a significant role. The present thesis tries to play a modest, but important, role in this context. 

International migration is a very complex phenomenon, and, apart from the socio-economic impacts, to 

take account of all the cultural, environmental and political issues goes beyond the scope of this thesis. 

But, if the present study adds value to the current political and scientific debate on the economic role of 

migrants in general, and of highly-educated and skilled immigrants in particular, in both sending and 

receiving societies, it will have accomplished a worthwhile goal.  
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The next section of this chapter briefly discusses the meaning and characteristics of the various diasporas 

dispersed around the world. 

1.2. The Meaning and Characteristics of Diasporas   

‘Diaspora’ is a Greek word that means ‘the scattering of a population’. It refers to people who have 

emigrated from their country of origin and now reside in a host country, but maintain a connection with 

their country of origin (King and Christou, 2010). Prior to 2002, the term ‘diaspora’ mostly referred to the 

Jewish diaspora around the world, but a study by Brubaker (2005) indicates that this term now has a 

broader meaning. He indicates that, in 2002, of a total of 253 books published, only two were about the 

Jewish diaspora, while in past between 1900 to 1910, of the 18 published books on the diasporas, 17 were 

about the Jewish diaspora. Thus, nowadays, the word ‘diaspora’ has multiple and flexible meanings. 

However, from an economic point of view, the US State Department and the African Union have 

different definitions. The US State Department defines diasporas as: Immigrants and their descendants who 

maintain a connection to their country of origin, having a collective memory and an interest to support the country of origin, 

holding an option to return, aware of their diasporic consciousness. On the other hand, the African Union define 

diasporas as: people of African origin who live outside the continent, willing to contribute to their country of origin, as well 

as to the entire continent’s development and the building of the union.  

The definitions share some common values, in particular with respect to maintaining relationships, and 

the contribution of each diaspora to its country of origin. Furthermore, Brubaker (2005) presents three 

core elements that have been widely accepted as constitutive of diasporas in the world. These three core 

elements are: dispersion in space, orientation to the homeland, and boundary maintenance. The first core element 

consists of diasporas that are the result of population movement that has arisen voluntarily (self-selection) 

or by force (non-selection), while the second element includes a real or imagined ‘homeland’, which also 

includes the passage of time (succeeding generations of immigrants and their feeling towards their 

homeland). Regarding the passage of time, it is also most likely referring to the process of integration into 

the host society. The third element concerns the protection of a distinctive identity, and this is one the 

most essential elements of diasporas in the world.  

Cohen (2008) identifies five categories of diasporas in the world, namely: victim diasporas (e.g. Jews, 

Africans, and Armenians); labour diasporas (e.g. the Indian indentured labourers); trade diasporas (e.g. the 

Chinese and the Lebanese); imperial diasporas (e.g. the British); and deterritorialized diasporas (e.g. the 

Caribbeans abroad). In this thesis, we do not focus on specific categories of diasporas as classified by 

Cohen (2008), but rather we interpret diasporas with a general meaning, which refers to the dispersion of 

population and the maintenance of a relationship with the homeland.  

 

In the next section, I review the leading contemporary theories of international migration. I begin with 

neoclassical theories of international migration, and then consider more recent theory in this regard.  

 

1.3. Existing Theories of Migration  

In the history of economic thinking on migration, a wide variety of approaches have been developed. 

Here we provide a concise and selective review of theories related to foreign migration. 

 

The reason why people migrate from their country of origin to another country has intrigued scholars for 

many years. What is still clear is that sociologists, demographers or policy makers consider this form of 

human behaviour differently from their economist counterparts. From an economic perspective, it is 
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usually believed that migration happens due to wage differences, and that regions with higher wages 

attract more migrants. This theory clearly explains the pure economic intention of people, but it is unable 

to explain other types of migration that happen because of circumstances beyond a person’s control, such 

as: asylum-seekers, those who migrate because of natural disasters, etc., and those who follow their 

families. The ambiguity of the force field of migration increases if we consider the motives behind 

peoples’ movement: in other words, to consider whether people move because of higher wages and 

higher returns compared with their human capital, or because of the pleasant climate, culture, history, etc. 

in the host country. 

 

Neoclassical macroeconomic and microeconomic theories attempt to explain, inter alia, the phenomenon 

of labour migrants. The first (the neoclassical macroeconomic approach) indicates that migrations happen 

as a result of a process of economic development (see, for example, Harris and Todaro, 1970) and wage 

differences. According to this theory, individuals try to maximize their income; and therefore, they 

migrate to regions with higher wages. The country of origin also benefits: firstly, migrants reduce the ratio 

of labour to capital; and, secondly, migrants make up for their absence by sending remittances to their 

home country. In the long run, the decline in the labour-capital ratio would remove the incentives for 

migration. Neoclassical microeconomic theory assumes that labour migration happens not only because 

of wage differences, but also because migrants make a rational cost-benefit estimation. This cost-benefit 

estimation relates to the personal intention of whether to migrate or not, and also relates to the choice of 

alternative destinations. Apart from the wage differences and employment opportunities, migration 

behaviour also includes costs such as: travel cost; the period of unemployment in the destination country; 

and psychological costs (leaving family and friends) (Bauer and Zimmermann, 1998). Thus, the greater 

the differences in expected returns to migration between the country of origin and the country of 

destination, the bigger the dimension of migration flows would be.  

  

The new economics of migration theory indicates that migration is a family-based decision, and people 

migrate not only to maximize their income, but also to minimize their migration risks (Stark and Bloom, 

1985; Stark, 1991). Unlike individuals, families are in a position to control the risk inside their households 

by diversifying the allocation of household resources. For example, a family will probably send the 

physically-able members of their family abroad for work, and invest in the higher education of the others 

who remain at home. If the higher education inside the country does not pay off, they can rely on the 

remittances from the others who are working abroad. Therefore, families in developing and less 

developed countries tend to be large, because they are able to manage their risks by having many children.  

 

Mass migration is not only happening owing to the above-mentioned factors, but also owing to other 

numerous factors that sociologists identify as ‘pull’ and ‘push’ factors. The push factors, such as natural 

disasters, civil wars, conflict, etc., have forced millions of people to move from their country origin to 

other countries. The pull factors are higher standards of living, better employment opportunities, a better 

education system, etc., all of which attract people from their country of origin to the host country. This 

model has become the dominant model in the migration literature, because it not only incorporates the 

important factors that have an impact on migration decision making, but is also able to integrate other 

theoretical insights (De Haas, 2010). However, there are certain migration issues that this theory cannot 

explain, for example, why some regions produce more migrants than others, and its inability to explain 

the direction of migration flows.   

 

An important aspect of international migration, as indicated above, is the direction of migration flows 

(Tranos et al., 2014). Factors, such as the postcolonial tie, language, cultural similarity, etc., can cause 

migration flows. Migrants from countries that were colonized by a host society can adapt to the host 
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society very rapidly, because of their common language, and the possibility of having friends and relatives 

in the host society. Moreover, once migrants have established their network – a set of interpersonal ties 

that connect migrants – in the host society, this network reduces migration costs such as the search for a 

job, accommodation etc., and consequently acts as a pull factor for families and relatives from the same 

ethnic group, encouraging them to migrate to this particular host country rather than to pursue alternative 

options. Through their established network, migrants are able to increase the expected return to 

migration by accessing the experience and social capital of their former ethnic group members. However, 

strong push and pull factors (e.g. high transportation costs, environmental conditions, political 

conditions, etc.) may also have an impact on the migrant decision to move to a new place.  

 

Migration systems theory incorporates many of the characteristics about the causes and results/effects of 

international migration indicated above, and suggests that migration flows acquire a measure of stability 

and structure over space and time, allowing stable international migration systems to be identified. The 

word ‘systems’ in this theory refers to the exchange of goods, capital and people, services and information 

between countries (Boyd, 1989; Fawcett, 1989). This theory integrates the macroeconomic and 

microeconomic process, and considers migration as a dynamic process where regions and countries are 

connected by numerous types of linkages. Therefore, migration research involves a broader intellectual 

discussion that includes: individuals and households (related to the migration decision), and economic, 

social, environmental, and political circumstances. Massey et al. (1993, p. 454) group the hypotheses and 

propositions of this theory as follows: ‘1. Countries within a system need not be geographically close 

since flows reflect political and economic relationships rather than physical ones. Although proximity 

obviously facilitates the formation of exchange relationships, it does not guarantee them nor does 

distance preclude them; 2. Multipolar systems are possible, whereby a set of dispersed core countries 

receive immigrants from a set of overlapping sending nations; 3. Nations may belong to more than one 

migration system, but multiple membership is more common among sending than receiving nations; 4. 

As political and economic conditions change, systems evolve, so that stability does not imply a fixed 

structure. Countries may join or drop out of a system in response to social change, economic fluctuations, 

or political upheaval.’ In general, this theory helps us to understand how migration evolves over time and 

changes in its magnitude, destinations, and selectivity (De Haas, 2010). 

 

Post-2000 theories mostly consider the economic impact of immigration on host and origin countries. 

This relates to brain drain or brain gain, wage and employment, housing and amenities, remittances, 

discrimination in the labour market, health and education, poverty, etc. (see Table 1-1). The effect of 

migration can generally be divided, first, into the short-run and long-run effect; and, secondly, into the 

micro-effect and the meso/macro-effect of international migration (Nijkamp et al. 2012). As international 

migration is a very complex phenomenon and relates to different fields of education, the classification of 

short-run vs. long-run effects is not entirely clear-out, because some short-run effects (e.g. path 

dependency) can also have a long-run effect (Nijkamp et al. 2012), but these classifications facilitate 

researchers in forming their research strategy.  

 

From the host countries’ perspective, the macroeconomic effect of migration is usually measured through 

‘migration surplus’, and the effect is mostly found to be positive, but small, while the microeconomic 

effect focuses on the distributional effect of migration with mixed and sometimes inconclusive results 

(Bodvarsson and Van den Berg, 2013).  
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Table 1-1: Socio-economic impacts of international migration 

Impacts Short-run 

National/regional/local 

Long-run 

National/regional/local 

MICRO Wages and Employment (S,R) 

Relative wages between and within 

migrant and native groups (R) 

Job search and unemployment (R) 

Shortages in specific labour markets 

(R) 

Discrimination (R) 

Migrants’ post-settlement human 

capital investment (S,R) 

Social security (R) 

Housing (R) 

Effects on levels and prices of other 

consumption: food, transportation, 

etc. (R) 

Saving behaviour (S,R) 

 

Business practices, innovation and 

entrepreneurship (S, R) 

Migrant adaption and ‘catch-up’ (R) 

Migrant geographical and social clustering 

(R) 

Social mobility across generations (S, R) 

Migrants’ net fiscal balance over the 

lifecycle (R) 

Remittances  (S, R) 

The stock and composition of human 

capital: brain drain or brain gain (S,R) 

International trade, tourism, Foreign 

Direct Investment (FDI), and travel 

patterns (S,R) 

International information and knowledge 

transfers and networks (S,R) 

 

MESO/MACRO Population size, composition and 

geographic distribution (S,R) 

Capacity utilization, the business cycle 

and expectations (S,R) 

National and sectoral accounts (S,R) 

Health and education expenditure, 

fiscal balance (R) 

International trade balance of 

payments (S,R) 

Unemployment (S,R)  

Wage and price inflation (S,R) 

Interest rate (R) 

Income distribution (S,R) 

Utilization and congestion of public 

infrastructure (R) 

Fertility and population ageing (R) 

Real income per head and long-run 

economic growth  (S,R) 

International convergence or divergence 

(S,R) 

Sectoral composition of the economy 

(S,R) 

Public and private infrastructure (R) 

Economies of scale and agglomeration (R) 

Technological change and total factor 

productivity (S,R) 

Foreign debt per capita (S,R) 

Public debt per capita (S,R) 

Social cohesion and social capital (R) 

The environment (R) 

The ‘R’ issues are particularly prominent from the perspective of the host country; the ‘S’ issues are particularly 

prominent from the perspective of the migrant-sending country. 

Source: Nijkamp et al. (2012, p. 7). 

 

This thesis tries to contribute to the above mentioned list of economic impacts of migrants with regard to 

both the long-run effect – the impact of migrants on trade, tourism, and FDI – and short-run effect – 

discrimination, wages, and employment. Furthermore, it focuses at the national (e.g. case studies) and 

global (e.g. meta-analysis) level from the geographical dimension perspective, and concentrates on the 

micro-effects from an economic perspective. 
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The next section of this chapter discusses some of the social and economic impacts of international 

diasporas in the modern world.  

 

1.4. Social and Economic Impacts of Diasporas 

1.4.1. Introduction  

The socio-economic impact of migrants can also be divided into two types of effects: the direct effects 

(e.g. tax payment, unemployment benefits, increase in consumption, etc.); and the indirect effects 

(international trade, foreign direct investment, etc.). As indicated above, the impacts can have short-run 

or long-run effects on the country of origin and destination (Nijkamp et al. 2012).  

 

Migration can be a self-selected or non-self-selected movement. However, self-selected movement plays a 

dominant role in migration flows (Borjas, 1988). Therefore, migrants are not evenly distributed across 

countries, and even inside a host country. From a residential perspective, migrants tend to concentrate 

more in urban, agglomerated areas, and in places where they have already established a strong network 

(often called ‘ethnic precincts’ or ‘ethnic enclaves’) (Edin et al., 2003), and, through their network 

connections, they reduce migration costs. This not only holds for labour migrants, but such a clustering 

effect can also be observed in other types of immigration such as: business migrants, international 

students, lifestyle migrants, etc. This leads us to measure the socio-economic impact of immigration at 

different geographical levels (e.g. local, regional, national, and global). Among the different geographical 

dimensions, the national level has received considerable attention compared with the local and regional 

levels.  From a global perspective, it is indicated that completely opening up borders could add more to 

the global output than trade liberalization (Goldin et al., 2011).  

 

There is also a large body of literature (with different methodological approaches) on the socio-economic 

impact of immigrants in the host societies, and it is continuing to grow. Nijkamp et al. (2011, p. 361) sum 

up the main findings from the vast number of studies, as ‘…migrants tend to have a neutral or modest 

positive effect on local labour markets, regional development and spatial distribution’. Furthermore, 

immigrants also have a significant impact on the socio-economic condition of their country of origin. For 

example, the positive impact of remittances on the socio-economic development of the country of origin 

is a well-studied subject in the migration literature. The evidence indicates that remittances have raised 

internal consumption, increased local investment, and prolonged education attainment (Page and Plaza, 

2006).  

 

This thesis pays considerable attention to the role of education and the skill level of migrants in the host 

societies. Given that the socio-economic impacts of international migration are vast and very 

complicated, in this thesis we focus on just some of the issues that are observed. These relate to the 

impact of the migrants on foreign direct investment (FDI), trade and tourism, and the labour market.  

 

1.4.2. Foreign direct investment 

In this globalized world, where two crucial factors of production – capital and labour – are mobile, 

immigrants play a crucial role in reducing information asymmetries between country of origin and 

destination. Investment can be risky; therefore, it generally requires a long-term focus and interaction 

with different groups of people (e.g. workers, government employees), and detailed knowledge of legal 

and regulatory regimes, business culture, consumers, etc. Taking into account the information costs and 

risks mentioned above, one could assume a positive association between the stock of migrants and inward 

and outward FDI. Furthermore, low institutional quality is a barrier to FDI, as this increases the cost of 

doing business, and increases uncertainty regarding the possible return on the level of investment. 
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Selective migration policies in many developed countries have increased the ability – the race for talent – 

to attract highly-educated (skilled) migrants. These selective migration programmes serve as tools to gain 

a competitive advantage in the global economy. Given the impact of immigrants on FDI, it is assumed 

that highly-educated (skilled) migrants would have a particularly large impact on the flow of capital 

between the country of origin and destination, since educated migrants have accurate knowledge about 

the chances and risks of investment in their country of origin. This is very crucial market information for 

foreign investors. They also have the skill to work for foreign investors; evidence from China and India 

shows that multinational firms have recruited knowledge diasporas as senior personnel. 

  

A growing body of literature on the impact of migrants on FDI has reported a positive association (Tong, 

2005; Buch et al., 2006). However, given the different skill and education levels of migrants, the empirical 

evidence indicates that poorly-educated (low-skilled) migrants partially substitute for FDI (Aroca and 

Maloney, 2005; Kugler and Rapoport, 2007; Gheasi et al., 2013), while highly-educated (skilled) migrants 

complement and enhance FDI (Foley and Kerr, 2008; Gheasi et al., 2013).   

 

It is also important to note that a reverse causality effect exists between migration and FDI, as migrants 

can have an impact on the inward and outward flows of FDI, while the inward flow of FDI can also have 

an impact on international migration. Empirical studies have mostly tackled this double-causality issue 

through the instrumental variables (IV) model.  

  

1.4.3. Trade and tourism  

The impact of diasporas on international and bilateral trade has received considerable attention. Since the 

early 1990s, many empirical studies, starting with Gould (1994), indicate that diasporas complement trade 

rather than substitute for it. However, the complementarity relationship is stronger in heterogeneous 

goods (Rauch and Trindade, 2002). The effect of the different education and skill groups of diasporas in 

international trade is unclear. An exception is a study by Felbermayr and Jung (2009). They used  bilateral 

panel data on trade flows and the different education level of migrants. They found a significant pro-trade 

effect of migration, but their empirical results could not find a significant difference across education 

levels.  

 

Theoretically, if we consider the stock of diasporas from macroeconomic and microeconomic 

perspectives, it can be true that the stock of diasporas in the host country boosts international trade. 

From the macro-perspective, immigrants bring with them their culture and specific tastes for some 

products. This can increase the demand for specific consumption products, which can have an impact on 

the import of goods. They can also increase exports. This can only happen when the presence of 

immigrants in export industries lowers the unit production costs by reducing information costs, and 

increases trust levels. From a micro-perspective, one of the main characteristics of diasporas is the 

maintenance of a relationship with their country of origin. This ongoing relationship has the potential to 

encourage business in the host country, and to develop networks in facilitating exporting to, or importing 

from, the country of origin. Trust is one of the influential factors in doing business: diasporas can 

enhance the trust level in the business relationship between the country of origin and the host country.   

 

In contrast to the impact of diasporas on merchandise trade, there are limited studies on the impact of 

diasporas on trade in services. The statistical figures show that trade in services has increased substantially 

over recent decades. In his study, Fischer (2007) indicates that, in the year 2000, there were 700 million 

worldwide tourist trips compared with 25 million in 1950. The geographical expansion of the diasporas’ 

families and friends relationships has contributed significantly to the aforementioned figure. One of the 

influential studies on the relationship between diasporas and tourist flows is the study by Hall and William 
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(2000). They divide tourism-related migration first into two main categories (production-led migration 

and consumption-led migration), and then into five sub-classes (tourism and labour migration; tourism 

and return migration; tourism entrepreneurial migration; tourism and retirement; and second-home 

owners).  

 

If we closely study the relationship between diasporas and tourist flows, we can consider that this 

relationship tends to be predominantly present in a specific type of tourist flows. In the literature it is 

called ‘Visiting Friends and Relatives (VFR) tourism’, which is due to the geographical expansion of 

family and friends’ kinship, known as a ‘capital relationship’. This concept did not appear until 1995 when 

the Journal of Tourism Studies devoted a Special Issue to migration and VFR visits.  Empirical studies have 

found a significant and positive relationship between diasporas and VFR tourist flows (Dwyer et al., 1993; 

Seetaram, 2008). Seetaram (2008) even indicates that the effect of immigration on tourism demand in 

Australia is relatively higher than that of the growth in trade flows and population growth.  

 

1.4.4. Labour market impact of diasporas   

The labour market impact of diasporas in the host country’s labour market is usually seen in terms of the 

substitutability and complementarity effect rather than labour force participation or unemployment. It is 

assumed that migrants lower the relative wages and employment of natives. This is due to a change in the 

relative supply of workers.  Furthermore, as migrants accept lower wages, this may increase their chances 

of employment. However, the large body of empirical literature on this issue presents mixed and 

inconclusive results (Borjas, 2003; Longhi et al., 2005a, 2009).  

 

Scientifically, it is misleading to look just at the relationship between migrants and natives, but it is 

interesting to look at the labour market position of migrants in a broader context. It is argued that the 

duration of stay of migrants and their post-migration investment in education in the host country is 

essential to overcome language and culture-specific barriers, and speeds up the assimilation process. It is 

widely believed that education has the potential to decrease wage gaps. As Ashenfelter and Rouse (2000, 

p.111) indicate: ‘The school is a promising place to increase the skills and incomes of individuals. As a 

result, educational policies have the potential to decrease existing, and growing, inequalities in income’.  

 

Based on this line of thought – which is also in line with human-capital theory – one can assume that, if 

migrants and natives graduate with the same labour market characteristics, they should have equal job 

opportunities and income (income convergence happens). On the other hand, convergence of wages and 

employment of migrants will only happen when the average wage of migrants rises faster than that of 

natives (Nijkamp et al., 2011). In this case, migrants will lose their competitive advantage, and will 

become expensive for employers.  

 

Labour market segmentation theory explains how job segmentation can explain wage and employment 

disparities. According to this theory, jobs are divided into two categories. The first is the primary (capital-

intensive) sector, and the second is the secondary (labour-intensive) sector. The labour outcome between 

the primary and the secondary sectors is significantly different, and market forces are unable to decrease 

these differences. Nowadays, low-skilled undocumented migrants are usually employed in the service 

sector, where no specific qualifications are required. Furthermore, due to their low status and low pay, 

these jobs are not attractive to natives. Low-skilled migrants also substitute for native women in 

household chores, and the demand for such jobs is increasing in most developed countries because of the 

high participation of women in the labour market and socio-demographic changes, along with other 

factors such as divorce, separation, and the growth in the number of single people and single parents 

(European Trade Union Confederation, 2005).  This situation has created opportunities for a large group 
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of unskilled or low-skilled labour – mainly women and the undocumented – from foreign labour markets 

– especially from developing countries – in search of a better life, who aim to occupy and to fill the 

vacant positions in the households. Poorly-educated or low-skilled immigrants also increase labour 

productivity, as they substitute for highly-educated and young local women in household chores, thus 

boosting economic development further. One of the specific characteristics of less-educated (low-skilled) 

migrants is that mostly they accept jobs that natives are no longer interested in doing (cleaning, elderly 

care, housework, etc.).  

1.5. Aims and Scope of the Study 

Migration studies broadly divide the economic effects of diasporas into two categories; namely, the direct 

effects and indirect effects. This thesis presents a research study on both effects. It contributes a unique 

set of scientific papers on the link between migrant– educated (skilled) and/or poorly-educated 

(unskilled) – and their socio-economic linkages, applied from different angles. Figure 1-2 is a 

diagrammatic presentation of our approach.   

The aim of this dissertation is to study migration phenomena from different perspectives, with a 

particular focus on the social and economic impacts of migrants on FDI, trade and tourism, and the 

labour market. An important factor that makes this study unique compared with previous migration 

studies is the high concentration of this dissertation on the role of the education (skill) of migrants. 

Education interacts as an independent variable with the flow of migrants in most OECD countries, FDI, 

and the labour market.  

Regarding the modelling of such migration impacts, I have used various modelling techniques and 

methodologies, but they can be summarized as pertaining to two main types of model, namely; the gravity 

model of international trade; and the Mincer equation (the human capital model).  

 

Figure 1-2: Relationship between migrants (highly-educated/skilled ) and some socio-economic activities  

Migrants are a heterogeneous group according to their education (skill). The interaction between 

migration and education has become an interesting issue. Theoretically, the migration of educated people 

Socio-
economic 
Aspects of 
Diasporas 

Push and Pull 
Factors  

Foreign Direct 
Investment 

Labour Market 
Effect 

Trade and 
Tourism  
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can happen when individuals cannot find an appropriate job in their home country that matches their skill 

(Quinn and Rubb, 2005).  

The central research question of this thesis is twofold: “Does migrants’ education matter for capital flows, and 

what are the impacts of migrants on trade and labour market?” Each chapter of this thesis will address specific 

and separate sub-research questions. 

As a start, Chapter 2 aims to investigate: How centralized or dispersed are migration flows, and how does this 

structure evolve over time? And How is migration activity dispersed between specific countries, and if so, do such patterns 

change over time? In an applied modelling study, we applied a Multiple Regression Quadratic Assignment 

Procedure (MRQAP) to identify the importance of education for migration flow.  

Globalization has had a substantial impact on the mobilization of capital and labour. The spatial 

interaction between these two factors of production has attracted much attention, but the relationship 

between capital – in the form of FDI – inflows and outflows and the education level of migrants has 

received less attention. A research question that Chapters 3 and 4 of this thesis try to answer is: Do 

migrants in general and different education levels of immigrants in particular, have an effect on foreign direct investment in 

both directions: the inward and outward flow of FDI? Chapter 3 evaluates this relationship by means of a 

quantitative methodology – meta-analysis – in which the collected primary studies focus not only on 

migration in general, but also on the education (skill) level of migrants.  In a world of globally-connected 

countries, the findings prove the significance of the education level of migrants on capital mobility (FDI), 

and also indicate that we should look at the different education (skill) levels of migrants, especially when 

we try to measure the migrant impact on FDI.  

Chapter 4 tackles the aforementioned research question with the help of a case study (using the UK 

annual data from 2001 to 2007 for 22 countries on the inward volume of FDI, and for 27 countries on 

the outward volume of FDI), and by using the gravity modelling technique. In this chapter we also 

addressed the issue of endogeneity by using the instrumental variable (IV) approach.  

The impact of immigrants on international trade has received considerable attention since Gould’s (1994) 

publication. The research question that Chapter 5 answers is: Do migrants complement international trade? 

Based on a quantitative methodology, ‘meta-analysis’, our analysis shows that migration complements 

international trade, and the impact of migration is lower on homogeneous goods.  

Immigrants also impact positively on trade in services. This relationship is an under-researched part of 

the migration literature. Therefore, the research question that Chapter 6 answers is: Do immigrants have an 

impact on the total number of visits, Visiting Friends and Relatives (VRF) tourist flows, and the duration of VFR visits? 

This chapter studies this relationship with a case study (using the UK International Passenger Surveys 

(IPS) from 2001 to 2006 for 24 countries for inbound tourist flows, and 18 countries for outbound 

tourist flows).   

In recent years, European countries have followed an immigration points system, for which traditionally 

Australia and Canada are famous. It is believed that highly-educated (skilled) migrants are not likely to 

become a social burden, because they may have higher employment probabilities with a higher income. 

However, the debate is fuelled by the concern about discriminatory measures towards highly-educated 

(skilled) migrants in developed countries’ labour markets. In this connection, the research question that 

arises is: Does equal education mean equal income between migrants and natives, and if not what factors can explain the 

gap? Chapter 7 answers this question by applying human capital theory, and also, by controlling for the 

social background of migrants.  



12 

 

In Chapter 8 we go a step further in our analysis of the wage difference between natives and migrants, 

and apply a combination of the Bourdieu and the Mincer-type model. The research questions that this 

chapter tries to answer are: Does ethnic background affect the schooling results of immigrants, and later wage differences 

in the labour market? and Is there a link between the wage differential of immigrants in different localities and the local 

cultural milieu?   

Since the 1960s, the international migration flow has become more feminized. A large part of female 

migrants, who are mostly undocumented, are involved in the sex industries and in caring occupations 

such as domestic work, elderly care, and child care in private households around the world, often with 

poor working conditions and long working hours. Thus, such migrants have had a tendency to 

concentrate at the bottom of the employment ladder, where natives are not willing to perform such work. 

In the Netherlands, the demand for domestic work – mostly undertaken by undocumented migrants – 

has increased in recent years. Many factors have contributed to this, such as the high participation of 

women in the labour market, the increase in the number of older people living on their own, divorce, 

separation, and growth in the number of single people and single parents. The research question that 

Chapter 9 tries to answer is: Do undocumented migrants contribute to the Netherlands’ economy? Our estimation 

considers this from both an employer and an employee perspective. We try to give a comprehensive 

picture of this industry in the Netherlands.   

The final chapter provides an overview of the chapters and the main empirical results obtained during 
this research effort.  
 

1.6. Overview of the Study and Preview of Main Results  

The structure of this thesis is presented in Figure 1-3. The first part of this thesis starts with Chapter 2, 

which attempts to capture the structure of migration flows over time, and then presents a broader 

literature review of the socio-economic impacts of diasporas. Chapter 3 includes a comprehensive 

literature review of international migration and a meta-analysis on the link between international 

migration and foreign direct investment. In Chapter 4, we focus on the impact of diasporas on FDI, with 

specific attention to the role of education. The second part of this thesis starts with Chapter 5, a meta-

analysis of the link between migration and international trade, while next in Chapter 6 we try to show the 

impact of immigration on tourist flows, by studying the case of the United Kingdom. The third part 

focuses on an important issue of recent migration, and tackles the impact of immigration on the host 

labour market from different angles. Chapter 7 shows the wage differences between migrants and natives, 

who were equally educated, and then entered the Dutch labour market. Chapter 8 covers the impact of 

cultural capital and the local milieu on the labour market productivity of higher professional graduates in 

the Dutch context. And finally, Chapter 9 presents a unique case study of undocumented migrants 

involved in domestic work inside Dutch households. In general, this thesis contains a number of different 

econometric applications in order to present the channels through which diasporas may affect economies 

in the host country and the country of origin.   

Looking at each chapter in more detail, in the first part of this thesis Chapter 2 presents a broader picture 

from a network analysis perspective, and tries to develop the common missing element in migration 

studies, which is lack of awareness of the overall network topology of international migration. It deals 

with centrality and the structure of migration flows over time. There are two different streams of network 

analysis, which have developed over the years. The first one is based on a stochastic approach, while the 

second is based on a softer foundation, and uses ex-post empirical tests for identifying the characteristics 

of the theoretical network models. In this chapter we bridge these two approaches by using a panel data 

set on bilateral flow of immigrants. The data come from the online database for International Migration 
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Statistics (IMS) for OECD countries for 32 OECD countries over the period 2000 – 2009. We created 

ten migration networks for each individual year. Among other interesting results from the network 

analysis, we found that a higher level of education can generate push and pull effects in migration flows 

between OECD countries.  

 

 

Figure 1-3: The structure of this thesis 

Chapter 3 also offers a broader literature review of the socio-economic impact of immigrants, and then 

presents a meta-analysis on the link between migrants and FDI.  

Table 1-2: Impact of immigrants on Foreign Direct Investment (FDI) 

  Immigrants Highly-educated 
immigrants 

Poorly-educated 
immigrants 

Chapter 3 
Inward  + + - 

Outward  +  - 

Chapter 4 
Inward   + - 

Outward  + + - 

 

Table 1-2 shows the effect of immigrants on FDI. As can be observed, highly-educated immigrants have 

a positive impact on both inward and outward FDI, while poorly-educated migrants have a negative 

impact. Similar results were also found in Chapter 4, which is a case study of the United Kingdom, with 

22 countries for inward and 27 countries for outward flows of FDI. The negative impact of poorly-

educated migrants on FDI suggests that, if large numbers of poorly-educated migrants are flowing into a 

country, the sending country is not an attractive place for FDI investments. 

 

The second part of this thesis contains two chapters. In Chapter 5 we collected a significant number of 

published and unpublished papers for a meta-analysis on the link between migrants and their impact on 

bilateral and international trade. Conventional neoclassical trade theory (such as Heckscher-Ohlin) 

predicts that migrants and trade are substitutes, but our meta-analysis shows that migrants complement 

trade. This indicates that the classical theory of trade may not have the ability to accurately predict the 

relationship between migration and trade (Lewer and Van den Berg, 2009). Some interesting results 

emerged from this meta-analysis. Our results confirm that immigration increases trade, but has less 

Conclusion  

High and Low Skilled Immigrants 
Chapters 7, 8 and 9 Case studies  

Migration, Trade and Tourist Flows 
Chapters 5, and 6 Meta-analysis, and case study 

Migrant Flows and International Networks 
Chapters 2,3 and 4 Network analysis, Meta-analysis, and case study 

Introduction 
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impact on trade in homogeneous goods. Furthermore, an increase in the number of immigrants by 10 per 

cent increases the volume of trade by about 1.5 per cent.  

 

Chapter 6 presents a United Kingdom case study on the impact of immigrants on flows of tourists. We 

estimated this relationship for 24 countries for inbound flows of tourists to the United Kingdom, and for 

18 countries for the outbound flows over a 6-year period. Our empirical results show that the stock of 

migrants is statistically significant and positively related to the inbound and outbound flows of Visiting 

Friends and Relatives (VFR) tourist flows. The same results are found for the duration of VFR visits and 

the total number of visits.  

 

Chapter 7 tries to shed some light on the wage differences between migrants and the natives. An 

interesting result has emerged from Chapter 7. It indicates that requiring human-capital and culture-

specific knowledge of the host country does not eliminate wage gaps between migrants and natives. We 

also checked whether having a native mother contributes more to language skills than a native father, and 

whether, as a result, individuals with a native mother can earn higher wages. However, Behtoui (2004) 

finds with Swedish data that, since fathers in the past often occupied higher positions in the labour 

market than mothers, native fathers can pass on more valuable social networks to their children than 

native-born mothers. We test both these hypotheses by dividing individuals’ parents into two categories, 

which indicate whether they come from OECD or non-OECD countries. By means of this distinction, 

we can roughly observe the differences in the culture, language, and quality of parental education, and its 

impact on the productivity of individuals in the labour market. The results suggest that having only a 

native father or a native mother does not affect the labour market outcome of these young graduates 

compared with the case where both parents are natives. However, having non-OECD parents decreases 

the wages by 2 per cent compared with the reference case (where both parents are Dutch natives), ceteris 

paribus. The findings for OECD and non-OECD parents capture, on the one hand, the culture and 

language differences of the parents, and, on the other, the parents’ quality of education. There is little 

difference in this respect between first-generation and second-generation immigrants. 

 

We then go a step further, and Chapter 8 presents a study on the school performance of first- and 

second-generation migrants.  We found a positive and significant relationship between the quality of 

school and graduation scores from higher education institutions. However, immigrants are associated 

with lower schooling achievements, and the second-generation immigrants (who are supposed to be 

better equipped with language skills) are doing worse in comparison with the first-generation immigrants. 

This is probably due to their experiencing discrimination at school and society at first hand compared 

with first-generation immigrants who consider themselves more disadvantaged in getting opportunities 

because of their lack of fluency in the host country’s language, and who had little awareness of the social-

specific knowledge.   

 

Finally, Chapter 9 refers to a specific type of migrants: the undocumented or illegal migrants. These 

migrants, who are mostly women from developing countries, are often doing domestic work in the 

Netherlands. This chapter studies this type of immigrants from both an individual perspective (these 

workers themselves) and an employer perspective. We find that women are better paid compared with 

men in the domestic household sector. As domestic work has traditionally been a female job, employers 

prefer women to their male counterparts in this sector. Based on my empirical results, the wage difference 

between men and women appears to be about 13 per cent in this sector. Furthermore, live-in migrant 

domestic workers are in a worse situation: in some of the literature this type of domestic work is 

associated with slavery. They appear to receive lower wages per hour than hourly-paid domestic workers. 

However, low wages also reflect the costs of accommodation, food, and transportation. 
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Chapter 10 contains a brief overview of the thesis and the main findings of each chapter. Thereafter, I 

offer some policy recommendations based on the findings of this thesis. 
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CHAPTER 2: INTERNATIONAL MIGRATION: A 
GLOBAL COMPLEX NETWORK 

2.1. Introduction 

International migration is becoming an important feature of global economy. Declines in transportation 

and communication costs as well as developments towards less movement restrictions have encouraged 

the circulation of people across national and international borders. The main objective of this paper is to 

study international migration from a network stand‐point. Although research interest on migration flows 

has been growing, the focus of most studies is on the level of the country or, in the best case, on the level 

of country‐to‐country flows (dyadic level). There are very few exceptions to the above statement, with the 

work of Maier and Vyborny (2008) being one of them. The starting point of our paper is that 

international migration flows form a network of connected countries and this could provide the basis of 

empirical analysis. 

To provide a brief introduction, we apply the so‐called new science of networks (Barabási, 2002; 

Buchanan, 2002; Watts, 2003, 2004), an analytical field of complexity science which has been applied 

constantly in the last 10‐15 years, “the main focus of which is large‐scale real‐world networks and their 

universal, structural and statistical properties” (Nijkamp, 2013). While the starting point of network 

science lies in statistical physics and graph theory, strong parallels exist between network analysis and 

regional science, as traditionally the latter has a strong interest in networks and interregional systems (for 

a review on spatial complex networks see Barthelemy, 2011; and for a discussion on networks and 

regional science see Reggiani, 2009). 

Two different though complementary streams of network analysis have been developed over time. Most 

network studies are based on stochastic approaches, which assume an underlying probability model, 

usually following a power law as the main mechanism for the network creation. The main objective in this 

strand of research is to identify the underlying mechanisms using constructive modelling and simulation 

techniques. However, this approach includes the risk that the probability model and the underlying 

statistical mechanisms do not depict precisely the actual world network (Li et al., 2005). 

The second strand of research adopts a ‘softer’ approach and focuses on ex‐post empirical tests for 

identifying characteristics of theoretical network models in real world networks. Such analysis enables 

researchers to understand the network attributes of the system and then to model those using network or 

more conventional modeling techniques. The main drawback of this approach is the rather descriptive 

nature of the analysis. 

In this paper, we attempt to bridge these two different approaches using a panel data set on bilateral 

international migration flows. The data comes from the online database for the International Migration 

Statistics (IMS) for OECD countries, which contains information on immigrant flows by country of 

origin and destination, based on the OECD’s continuous reporting system on migration (OECD, 2011). 

In particular, we use here data on yearly immigration flows between 32 OECD countries for the period 

2000‐20091. Based on these data, we are able to create 10 migration networks for each individual year. It 

is important to indicate that OECD online database does not report flows below 1000 observations, 

therefore our analysis are based on flows above the mentioned figure. 

The first two steps of our analysis fit into the second strand of network analysis, as described above. We 

                                                           
1 Korea and Slovak Republic were excluded from the analysis because of missing data reasons 
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initially study the different centrality measures and the derived attributes for the countries of our sample. 

Then, we explore further the topology of this network by identifying the communities formed by the 

intensity of the migration flows between the country‐members of these communities. Finally, based on 

the knowledge gained from the above investigation, we proceed with the modeling exercise, which is 

based on a dual approach. Firstly, we use standard econometrics, such as panel data regressions, to 

estimate the determinants of international migration flows among OECD countries. Then, we validate 

these results with cross‐sectional Multivariate Regression Quadratic Assignment Procedures (MRQAP) 

models, which utilize the network structure by addressing potential network dependency issues. 

The novelty of this paper lies on the adoption of a network perspective. Migration is a network 

phenomenon and is characterized by network dependencies (see section 2.5.2). However, the latter are 

not usually captured by mainstream statistic analysis. This gap in migration analysis is the focal point of 

this. 

The structure of the paper is as follows. The next section presents some insights from the relevant 

literature on international migration. Next, in Section 2.3 the different network attributes are explored, 

and then, Section 2.4 highlights the different network communities. Section 2.5 presents the applied 

modeling exercises, while the paper ends with some concluding remarks and directions for future 

research. 

2.2. Literature Review on International Migration 

Migration movements can be studied from the perspective of push and pull factors. Push factors such as 

poverty, unemployment, conflict and natural disasters, and pull factors including employment 

opportunities, wealth, favorable climate, political stability and low risk from natural hazards, made 

millions of people to move from their country of origin to other countries even to different continents. 

In addition, globalization and developments in transport had a great impact on short‐ and long‐range2 

mobility of people (Nijkamp et al., 2011). Long‐range mobility can be temporary, or it can lead to 

permanent settlement. Over the past few decades, cross‐border migration has had a significant impact on 

global economy, become a mega‐trend of the globalizing economy, to the extent that and some people 

even speak of the ‘age of migration’ (see Goldin et al., 2011; Nijkamp et al., 2012). 

Nowadays, around 3 per cent (more than 200 million people) of the world population live in a country in 

which they were not born-in (Özden, 2005). Empirical data shows that the majority of OCED countries 

are final destinations for the largest part of international migration (Gheasi et al., 2011). The foreign‐born 

population in 2006 accounted for about 11.7 per cent of the total population in OECD countries, and 

this shows a drastic increase in comparison to previous years (OECD, 2011). 

Migrants may be considered as a bridge of information between the host and the country of origin. 

Therefore, there is a growing body of literature on migration and its related economic impacts. Studies 

have found a close relationship between immigration and international trade (Girma and Yu, 2002; 

Gould, 1994; Head and Ries, 1998; Lewer and Van den Berg, 2008; Rauch and Trindade, 2002), migration 

and international tourism (Fischer, 2007; Gheasi et al., 2011; Williams and Hall, 2002), and migration and 

foreign direct investment (Aroca and Maloney, 2005; Bhattacharya and Groznik, 2008; Gheasi et al., 2011; 

Javorcik et al., 2011; Kugler and Rapoport, 2007). 

As far as it concerns the estimation of migration flows, gravitational models have a long and established 

                                                           
2
 For example, short‐range mobility refers to commuting between work and home, and social visits, while long‐ range mobility to 

international migration, and international tourism. 
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tradition. The use of the gravity model has grown considerably since Tinbergen (1962) and Pöyhönen 

(1963) were the first to use this model to explain international trade patterns. Gravity model has been 

long recognized for its consistent empirical success in explaining different types of flows, such as 

migration, commuting, shopping trips, tourism, and trade. Migration, like other type of flows, can also be 

driven by attraction forces between the country of origin and the country of destination, which decrease 

by the cost of distance between them (Lewer and Van den Berg, 2008). Such a model suggests that the 

attraction force between countries depends on labor income and population size differences between two 

countries. 

Studies indicate that demography plays a major role in explaining international migration. The younger 

the population of a country is the bigger the share of the population that is most likely to emigrate is. 

Various studies (Hatton and Williamson, 1998; Hatton and Williamson, 2003; Mayda, 2007) suggest that 

the share of the origin country’s population aged 15‐29 has a significant positive impact on outmigration. 

Moreover, regarding other covariates used in migration gravity models, common language and cultural 

ties between origin and destination can facilitate migrants’ integration into the host society. Adsera and 

Chiswick (2007) found that there is around 9 per cent earnings premium for immigrant men if they come 

from a country, where the language spoken belongs to the same language family group as the destination 

country. A recent study by Belot and Ederveen (2012) shows that cultural barriers may explain patterns of 

migration flows between developed countries better than traditional economic variables. 

The knowledge gained from the above review will support our modelling endeavor later in this paper. But 

before that, the next sections will shed light into the structure of the international migration network. 

Such structural characteristics will also influence our modelling strategy. 

2.3. Network Attributes of International Migration 

The first step of the analysis focuses on the different centrality measures based on the international 

migration flows. Table 2-1 presents these elements for year 2000. Firstly, the topology of the migration 

network is analyzed by using only binary links. Such a binary network is represented by an adjacency 

matrix, the i,j element of which is either 1 if there is a migration flow from country i to country j in 2000, 

and 0 otherwise. The in‐degree centrality denotes the number of different origin countries for every 

destination. According to Table 2-1, a quite diverse group of countries is at the top of this hierarchy. On 

the one hand North American (US and Canada) and European countries (Austria, Finland, Spain and 

Sweden) can be identified and on the other hand Turkey. At the other end of the spectrum, Chile, 

Estonia, Greece, Iceland and Mexico do not receive any migration flows. The hierarchy is different, when 

we focus on the out‐degree centrality (column 2), which represents the number of different destination 

countries for each origin. On the top of the hierarchy, wealthy countries such as UK, US and Canada can 

be found along with Poland. This measure can be approached as a population mobility indication. For 

instance, the various locations of the British Diaspora (Bridge and Fedorowich, 2003) become apparent as 

well as the number of different destinations Americans migrate to. The latter though might indicate a 

scalar issue related to the emigration volume because of the origin country population size. In total, 

degree centrality (column 3), which is the sum of the in‐ and out‐degree centrality measures, can be 

understood as an indication of a country’s cosmopolitan and extroversive character. 

The picture is somewhat different, when migration flows are introduced. In this case, the i,j element of 

the adjacency matrix represent the number of migrants migrated from country i to country j during one 

year. The distribution of migrants across the OECD countries is very unequal: almost 60 per cent of all 

the migration flows from OECD countries end up in Germany, US and UK, resulting in a Gini 

coefficient of 0.71. Regarding the weighted out‐degree centrality (column 5), 24 per cent of all migration 
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flows originates from Mexico and Poland. Concerning the former, the vast majority of Mexican emigrants 

targets mostly the US (96 per cent of all Mexican emigrants in 2000), and secondly Spain, Germany and 

Canada. Poland, on the other hand, has a more balanced profile of emigrant destinations, with the 

neighboring Germany being the main destination (70 per cent of all Polish immigrants). Furthermore, 

countries such as US and UK are also on the top of this hierarchy, indicating their extroversive and the 

mobile character, but also Turkey, which is a well-known emigration country (Gibney and Hansen, 2005). 

59 per cent of all Turkish emigrants ended up in Germany in 2000. In total, according to the weighted 

degree centrality (sum of weighted in‐ and out‐degree), an interesting division can be observed in the first 

six places of the most central countries: Germany, US and UK are the most central ones, mostly due to 

their attraction as destinations and followed by Mexico, Turkey and Poland, the high weighted degree 

centrality of which is caused by their intensive emigration. 

The normalization of the above centralities by the population of the destination (in‐degree in column 7) 

and origin (out‐degree in column 8) country reveals new results. As can be seen from Table 2-1, smaller 

countries such as Luxemburg and Switzerland are on the top of the hierarchy as they receive significant 

migration inflows relative to their population. The only country, which is on the highest tier using both 

the absolute and the relative weighted in‐degree centrality, is Germany. Despite its large population, 

Germany still receives a great inflow of immigrants even in relative terms, while this is not the case for 

the UK and the US. Similarly, countries such as New Zealand, Iceland, Greece and Portugal are 

characterized by high migration outflows compared to their resident populations. These countries lose a 

significant part of their working force with emigration, which is not replaced by in‐migration. This can be 

seen in the last column of Table 2-1, where the balance (difference) between in‐ and out‐degree centrality 

is presented. Indeed, countries such as Mexico, Poland, France and Turkey have a negative balance 

because of migration, as they lost 49 to 180 thousands of people in 2000. At the other end of the 

spectrum, Germany and the US are by far the net gainers in terms of in/out migration. 

Analyzing the same metrics for 2009, some interesting changes can be observed3. In total, the 2009 

migration network is denser than the 2000 one (from 0.594 to 0.700)4. Also, interesting realignments are 

observed in the rankings, such as the fall in the UK in‐degree centrality, as in 2009 immigrants from only 

10 countries migrated to the UK contrary to 23 in 2000. This might reflect the migration policy change in 

the UK during this period, which probably caused lower flows of immigrants5. Regarding changes in out‐ 

degree centrality, Ireland is the main example as is placed on the 5th position of the standardized 

out‐degree centrality ranking in 2009, four positions higher than in 2000. This increase in the Irish 

outmigration could be explained by the financial crisis and its impacts on the Irish economy. 

                                                           
3 The centrality measures for 2009 can be provided upon request. 

4
 Network density refers to the number of edges in a network divided by the number of all possible edges. For the number of 

edges present in a network and V the number of nodes. 5 OECD dataset does not report blow 1000 observations. Lack of data 

can also cause the disappearance of countries in the UK in‐degree centrality. 
5
 OECD dataset does not report blow 1000 observations. Lack of data can also cause the disappearance of countries in the UK 

in‐degree centrality. 
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Table 2-1: Centrality measures, 2000  

Note: absolute degree centralities are presented here along with the relevant rankings in italics; normalization occur by dividing centralities by the population of the destination (for in‐degree in column 

7) and origin (for out‐degree in column 8) country; balance (column 9) = weighted in‐degree – weighted out‐degree

Country In-degree 
(1) 

 

Out-degree  
(2) 

Degree 
(3) 

Weighted in-
degree (4) 

Weighted out-
Degree (5) 

Weighted 
degree (6) 

Normalized 
weighted in-degree (7) 

Normalized 
weighted out-degree (8) 

Balance 
(9) 

Germany 30 8 23 3 53 3 318.649 1 77.936 6 396.585 1 0.004 3 0.001 28 240.713 1 
United States 31 1 26 1 57 1 256.272 2 98.430 4 354.702 2 0.001 16 0.000 31 157.842 2 

Switzerland 25 15 19 13 44 15 50.822 6 10.264 25 61.086 14 0.007 2 0.001 19 40.558 3 

United 

Kingdom 

23 16 24 2 47 11 130.931 3 98.693 3 229.624 3 0.002 10 0.002 16 32.238 4 

Spain 31 1 20 9 51 5 53.189 4 24.163 17 77.352 10 0.001 14 0.001 29 29.026 5 

Belgium 16 19 19 13 35 19 36.943 8 12.556 22 49.499 17 0.004 5 0.001 24 24.387 6 

Australia 30 8 15 25 45 14 53.154 5 30.728 12 83.882 9 0.003 8 0.002 17 22.426 7 

Austria 31 1 19 13 50 7 30.760 13 18.859 18 49.619 16 0.004 4 0.002 10 11.901 8 

Luxembourg 30 8 13 32 43 16 9.154 18 0.920 32 10.074 28 0.021 1 0.002 12 8.234 9 

Netherlands 30 8 21 7 51 4 36.257 9 28.240 15 64.497 11 0.002 9 0.002 15 8.017 10 

Ireland 2 26 18 17 20 28 10.900 17 8.997 26 19.897 24 0.003 6 0.002 9 1.903 11 

Sweden 31 1 18 17 49 8 18.607 14 17.064 19 35.671 19 0.002 11 0.002 13 1.543 12 

Norway 30 8 16 23 46 13 12.465 16 11.531 23 23.996 22 0.003 7 0.003 6 0.934 13 

Japan 2 26 20 9 22 24 30.984 12 30.440 13 61.424 13 0.000 24 0.000 32 0.544 14 

Canada 31 1 22 4 53 2 31.807 11 31.580 11 63.387 12 0.001 15 0.001 27 0.227 15 

Estonia 0 28 15 25 15 30 0.000 32 1.626 31 1.626 32 0.000 32 0.001 25 -1.626 16 

Iceland 0 28 14 29 14 32 0.000 31 2.261 30 2.261 31 0.000 31 0.008 2 -2.261 17 

Slovenia 14 21 14 29 28 22 0.255 27 2.734 29 2.989 30 0.000 25 0.001 20 -2.479 18 

Denmark 30 8 17 20 47 10 8.914 19 13.240 21 22.154 23 0.002 13 0.002 7 -4.326 19 

Israel 18 18 17 20 35 20 3.793 23 8.515 27 12.308 27 0.001 19 0.001 21 -4.722 20 

Chile 0 28 14 29 14 31 0.000 30 6.212 28 6.212 29 0.000 30 0.000 30 -6.212 21 

Finland 31 1 15 25 46 12 3.383 24 11.106 24 14.489 26 0.001 17 0.002 11 -7.723 22 

Czech Republic 3 25 17 20 20 26 0.318 26 15.164 20 15.482 25 0.000 27 0.001 18 -14.846 23 

Hungary 23 16 19 13 42 17 3.058 25 24.254 16 27.312 21 0.000 22 0.002 8 -21.196 24 

Portugal 8 23 18 17 26 23 4.438 21 28.528 14 32.966 20 0.000 21 0.003 4 -24.090 25 

Italy 11 22 21 7 32 21 37.091 7 62.554 8 99.645 7 0.001 18 0.001 26 -25.463 26 

Greece 0 28 20 9 20 27 0.000 29 35.939 10 35.939 18 0.000 29 0.003 3 -35.939 27 

New Zealand 6 24 15 25 21 25 7.254 20 46.307 9 53.561 15 0.002 12 0.012 1 -39.053 28 

Turkey 31 1 20 9 51 6 34.983 10 84.794 5 119.777 5 0.001 20 0.001 22 -49.811 29 

France 15 20 22 4 37 18 15.166 15 73.561 7 88.727 8 0.000 23 0.001 23 -58.395 30 

Poland 26 14 22 4 48 9 4.423 22 106.521 2 110.944 6 0.000 26 0.003 5 -

102.098 

31 

Mexico 0 28 16 23 16 29 0.000 28 180.253 1 180.253 4 0.000 28 0.002 14 180.253 32 
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2.4. International Migration Communities 

This section focuses on uncovering the communities that different OECD countries form in the 

migration network. Before presenting the results of the analysis, the distinction between community 

detection and cluster analysis needs to be highlighted. The latter refers to multivariate methods aiming to 

reorganize observations to homogeneous groups known as clusters (Aldenderfer and Blashfield, 1984). 

Nonetheless, such methods have been developed targeting conventional data sets and not network 

structures since the emphasis in the latter is not on the behaviour of single observations, but on the 

information of who is connected to whom (Latora et al., 2003). In such context, the creation of 

homogeneous clusters takes a different meaning. Instead of creating groups of observations, which share 

the same characteristics, clustering in a network context, which is known as community detection, 

considers the network structure. The main idea is to identify clusters of nodes with dense connections 

inside the clusters, but not between the clusters (Blondel et al., 2008). While the focus of the community 

detection lies on the ties between nodes, a conventional cluster analysis method would focus on the 

nodes attributes neglecting the network topology. 

Such an exercise can provide useful insights into the complex structure of the international migration 

network (Figure 2-1). Community detection will highlight these clusters of countries, which are 

characterized by strong bilateral ties. Such knowledge can be used as a first step towards understanding 

and explaining the push and pull factors behind international migration. 

Various methods have been suggested for community detection, including among others the work of 

Newman and Girvan (2004), Pons and Latapy (2006) and Clauset et al. (2004), with the algorithm 

developed by Blondel et al. (2008) being the most widely used. This algorithm, which is known as the 

Louvain method, aims to maximise modularity in a network. This is an indication of the quality of the 

derived communities, measuring the density of the links inside the community in comparison to these 

outside the community (Blondel et al., 2008). This algorithm is also able to cope with weighted networks. 

For the implementation of the Louvain method, the Pajek6 software was utilized. 

The outcome of this analysis reveals familiar structures7. The most robust community over time is the US 

and countries tightly related with the US, including Canada, Mexico, Japan and Israel. From the last four 

countries, only Japan has more migrant inflows from the US than outflows to the US, something which 

might be an indication of return migration. The other three countries have substantially more outflows to 

the US than inflows from the US on a yearly basis. Canada and Mexico are adjacent to the US countries 

and, in addition the US hosts the biggest Jewish population reflecting the cultural ties with Israel. 

Secondly, the mobility among Scandinavian countries is intensive enough to result in another stable 

community over time. For most of the years of the study period, Denmark, Finland, Sweden, Estonia, 

Norway and Iceland are clustered together denoting the strong cultural ties among Northern European 

countries. Thirdly, former members of the British Empire form a community, the configuration of which 

does not remain constant overtime, as other countries such as Spain, Chile and also France join it. 

Nonetheless, the clustering of the UK, Australia, Ireland and New Zealand highlights the effect of 

post‐colonial and Commonwealth ties in the formation of the migration network. Finally, for some years 

of the study period, central European countries such as Belgium, France, Luxemburg, The Netherlands 

and Switzerland are also clustered together with Portugal, Spain and some time France and Italy, 

                                                           
6
 For more details for the software see http://pajek.imfm.si/doku.php?id=start 7 A detailed table of the detected communities 

can be provided upon request. 
7 A detailed table of the detected communities can be provided upon request. 
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highlighting the ease of migration inside European Union. Although modularity for these communities is 

relatively low and lies between 0.28 (2007) and 0.34 (2001)8, the stability of these communities over time 

increases the importance of our findings. 

 

Figure 2-1: International migration network, 2009  

In total, the above analysis reveals interesting clustering patterns in the migration network. Countries 

form fairly robust communities overtime, revealing the impact of various factors in network migration 

formation. These factors will be further analyzed and modelled in the next section. 

2.5. Modelling Migration Flows 

Using the knowledge gained from the above analysis, this section aims to build models explaining 

international migration flows among OECD countries. Our starting point is the generalized gravity 

model: 

 𝑴𝒊𝒋 = 𝑨(𝒎𝒊𝒎𝒋)/𝑫𝒊𝒋                  (1) 

Following the Newtonian equation, migration flows (Mij) originating from country i to country j are 

related to the size m of i and j and the distance D between i and j. A is a proportionality constant. 

Following Zhou’s (2011) approach, a two‐level research methodology is adopted. Firstly, panel data 

specifications are adopted for conventional econometric analysis to take advantage of the temporal 

dimension of the dataset. Then, the focus turns on the network structure of international migration with 

the use of repeated over time MRQAP regressions. 

2.5.1 Panel data approach 

After the relevant log‐log transformations, (1) can be transformed to a linear model. More specifically, the 

empirical model we are estimating is the following: 

                                                           
8
A discussion on the quantification of the community variation can be found in Expert et al. (2011)   
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(2) 

Mijt represents the migration flows from i to j in year t. GDPpc denotes GDP per capita in i and j in year 

t as purchasing power parities (PPPs) at constant prices; eduit and edujt represents the number of 

graduates from tertiary institutions; pop1529_share denotes the share of population between 15‐29 in 

origin (i) country in year t following Mayda (2007); border is a binary variable which takes the value of 1 

when i and j share a common border; colony is also a binary variable which takes the value of 1 when i 

and j were part of the same empire; language takes the value of 1 when countries i and j have the same 

official language; and region denotes that i and j are part of the same geographic region (The Americas, 

Asia and Pacific, Scandinavia, and rest of Europe). 

The main characteristic of the above is the panel structure. Apart from the cross‐sectional dimension, the 

temporal dimension t, which represents the ten-year study period, is also addressed here. Panel data 

specifications come with advantages. Firstly, panel data improves researchers’ ability to control for 

missing or unobserved variables (Hsiao, 2003). Such an omitted‐variable bias as a result of unobserved 

heterogeneity is a common problem in cross‐section models. In addition, potential selection bias in 

migration flows because of missing data can be addressed more efficiently with panel data. In a nutshell, a 

panel data specification reduces the risk of obtaining biased estimators (Baltagi, 2001). 

While panel data introduces methodological gains, there are also shortcomings that need to be addressed. 

According to literature (Wooldridge, 2003), the most widely used panel data models are based on either 

fixed effects (FE) or random effects (RE). As the main aim of this paper is to estimate the impact of the 

different variables on migration flows, it is preferred to use an RE model rather than an FE model, as 

because of the inherent first differentiation process, the latter will result in the elimination of the time 

invariant explanatory variables which are vital in our analysis (e.g. Brun et al., 2005; Etzo, 2011). 

Different specifications are tested here in order to estimate (2) and are presented in Table 2-2. Firstly, the 

RE model is estimated without and with country origin and destination effect effects (regressions 1 and 2 

respectively). The latter can be useful to address unobserved country specific effects such as the different 

migration policy among countries. The results in both cases are similar. Distance has a significant negative 

impact on the intensity of the migration flows and the existence of a common border between origin and 

destination countries has also a positive impact. The above reflects the inherent cost in migrating in 

remote countries and on the other hand the easiness in migrating in adjacent countries. In addition, 

cultural proximity in terms of common language and post‐colonial ties has also a positive impact. The 

ability to speak the same mother language is an asset for potential immigrants and the same applies to the 

cultural similarity, which come as a consequence of the common colonial past. In regards to the pull and 

push factors, which represent the masses of the Newtonian formula, interesting impacts can be identified. 

The GDP per capita of the origin country does not have significant impact as a push factor. Of course, it 

needs to be highlighted here that our analysis focuses on the OECD countries, so countries with very low 

GDP per capita are excluded from the analysis. However, GDP per capita appears to be a significant pull 

factor as the GDP per capita of the destination country has a significant positive impact on the migration 

flows. A significant push factor is the share of the young population (15‐29 years old) in the origin 

country. 
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Table 2-2: Panel data regressions on migration flows (ln) 

  (1) (2) (3) (4) (5) (6) (7) 

Dij (ln) -0.427 
 

-0.649 -0.439 -0.648    
 (0.044)*** (0.059)*** (0.042)*** (0.056)***    
Dij*t (ln)      -0.016 -0.03 
      (0.003)*** (0.003)*** 
borderij 1.082 0.445 1.044 0.447    
 (0.190)*** (0.153)*** (0.183)*** (0.145)***    
borderij*t      -0.021 -0.005 
      (0.010)** -0.013 
languageij 0.749 0.631 0.711 0.625    
 (0.172)*** (0.142)*** (0.166)*** (0.135)***    
languageij*t      -0.009 0.005 
      (0.009) (0.012) 
colonyij 1.251 0.947 1.23 0.95    
 (0.273)*** (0.215)*** (0.263)*** (0.203)***    
colonyij*t      0.037 0.064 
      (0.014)*** (0.019)*** 
regionij -0.004 -0.012 -0.002 -0.008    
 (0.015) (0.014) (0.013) (0.013)    
regionij*t      -0.003 -0.002 
      (0.002) (0.002) 
GDPpci (origin, ln) -0.068 0.15 -0.082 -0.164 -0.14   
 (0.105) (0.170) (0.108) (0.205) (0.204)   
GDPpci*t (origin, ln)      -0.038 -0.004 
      (0.008)*** (0.010) 
GDPpcj (destination, ln) 1.301 0.893 1.436 1.152 1.17   
 (0.093)*** (0.180)*** (0.094)*** (0.221)*** (0.220)***   
GDPpcj*t (destination, ln)      0.029 0.088 
      (0.007)*** (0.008)*** 
pop1529sharei (origin) 1.143 3.428 0.313 0.831 0.461   
 (0.642)* (1.266)*** (0.657) (1.642) (1.638)   
pop1529sharei*t (origin)      -0.166 -0.059 
      (0.043)*** -0.057 
edui (origin, ln) 0.471 -0.18 0.511 -0.09 -0.095   
 (0.025)*** (0.053)*** (0.024)*** (0.056) (0.056)*   
edui*t (origin, ln)      0.018 0.034 
      (0.002)*** (0.002)*** 
eduj (destination, ln) 0.396 -0.092 0.431 0.012 0.01   
 (0.025)*** (0.052)* (0.024)*** (0.052) (0.051)   
eduj*t (destination, ln)      0.001 0.019 
      (0.002) (0.002)*** 
yearly effect -0.016 0.051 -0.023 0.038 0.037 0.088 -1.197 
 (0.004)*** (0.006)*** (0.004)*** (0.006)*** (0.006)*** (0.128) (0.157)*** 
constant -20.571 -7.47 -22.327 -12.331 -16.428 -1.471 -1.274 
 (1.549)*** (2.321)*** (1.588)*** (2.618)*** (2.437)*** (0.053)*** (0.046)*** 
origin and destination 
effects 

 Yes  Yes    
origin-destination effects     Yes   
Wooldridge serial 
correlation test 

17.685*** 17.685***      
Observations 5046 5046 5046 5046 5046 5046 5046 
Number of groups 762 762 762 762 762 762 762 
Standard errors in parentheses      

* Significant at 10%; ** significant at 5%; *** significant at 1%    

 

This part of population represents the pool of potential emigrants from the origin countries. In addition, 

the effect of the education level is also tested here. As expected, when the origin and destination effects 

are not included in the model, the education level has a positive pull and push effect. However, when the 
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origin and destination effects are included in the analysis, the impact is negative for both cases, indicating 

a non‐ stable effect. 

The above results provide a good overall picture of the international migration. However, going a step 

further, we should also explore the possibility that the repeated over time observations violate the 

assumption of independent errors. We know that serial correlation in panel models results in biased 

standard errors and less efficient results. Using the Wooldridge (2002) test for autocorrelation in panel 

data, implemented by Drucker (2003), first‐order autocorrelation is indeed an issue in our data. In order 

to address it, we follow (Zhou, 2011) and use the methods derived by Baltagi and Wu (1999). The RE 

model is estimated with AR(1) correction using the xtregar module in Stata (Stata Corporation, 2007). 

The results of this model are presented in columns 3 and 4 of Table 2-2. The difference between the last 

two specifications is that the latter also includes origin and destination country effects. Both of these 

regressions validate in large the previous results. The only exemptions are the pull effect of the share of 

young population, which stops being significant, and the impact of education, which is only positive and 

significant when the origin and destination effect are excluded from the model. 

The next columns in Table 2-4, provide another robustness test for the impact of the push and pull 

effects. In this case, instead of using country specific effects, country pair effects are introduced and 

consequently the variables reflecting bilateral predictors (distance, language, border, colony, and region) 

are excluded from the analysis as their impact is already included in the country pair effects (Mayda, 

2007). This specification highlights the importance of the push effect of the GDP per capita, which is 

highly significant and positive. Other than this, only the education level of the origin country is marginally 

significant with a negative sign. 

Moreover, in order to examine how the effects change over time, columns 6 and 7 introduce year‐by‐ 

covariate interaction term for each covariate (Zhou, 2011). Together with the linear year term, these 

variables are used to estimate migration flows using both RE and the xtregar model. Firstly, we can see 

that the negative effect of distance becomes more important over time. However, this is not the case for 

the border effect as its interaction term appears to be negative and significant according to the RE model, 

but this is not the case when we correct for serial autocorrelation as in this case the interaction term has 

no significant impact. The same non‐significant impact is detected for the common language between 

origin and destination country. This can be justified by the increasing use of English because of the 

globalization process. However, the importance of the cultural similarities because of the common 

colonial past between origin and destination country increases over time. Not surprisingly, no significant 

coefficients were estimated for the common geographic variable region. The pull effect of the GDP per 

capita of the destination country increases over time, but this is not the case for the push effect of the 

share of young population of the origin country, which decreases during our study period. Finally, the 

positive signs of the education interaction terms are difficult to be interpreted as the impact of the 

education level was not clear in the previous regressions. 

Next, potential endogeneity issues have to be addressed. Endogeneity might arise in our case from reverse 

causality: although we test the impact of GDP per capita in the destination country as a pull factor, 

prosperity level might also be affected by the inflows of immigrants. In order to – at least indirectly – 

address this issue, Table 2-3 presents the basic models (regressions 3 and 4 from Table 2-6) using lagged 

regressors. This ‘poor man’s exogeneity’ approach implies that the past years prosperity level of the 

destination country or the past year’s share of young people in the origin country are not affected by the 

subsequent year’s migration flows. Although it would be interesting to test this at a later stage with an IV 

approach, the results of this exercise presented in columns 1 and 2 are almost identical with the previous 
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specification without the lagged variables, verifying the previous discussion. 

Table 2-3: Panel data regressions (lagged) on migration flows (ln) 

  (1) (2) (3) (4) 

GDPpci (origin, ln, t-1) -0.051 0.28 0.026 1.042 
 (0.46) (1.16) (0.22) (3.36)*** 
GDPpcj (destination, ln, t-1) 1.054 0.942 0.293 1.937 
 (11.76)*** (3.59)*** (2.10)** (4.64)*** 
pop1529sharei (origin, t-1) 0.79 1.45 1.552 8.696 
 (1.26) (0.84) (2.36)** (3.97)*** 
edui (origin, ln, t-1) 0.029 0.004 0.035 0.004 
 (13.86)*** (1.86)* (14.24)*** (1.66)* 
eduj (destination, ln, t-1) 0.011 -0.01 0.001 -0.004 
 (5.34)*** (5.40)*** (0.23) (1.74)* 
stock95j (destination, ln, t-1)   0.919 1.715 

   (25.48)*** (2.30)** 
Dij (ln) -0.252 -0.639 -0.338 -0.586 
 (6.60)*** (11.31)*** (8.27)*** (6.44)*** 
borderij 1.217 0.472 0.831 0.766 
 (7.28)*** (3.23)*** (5.12)*** (4.50)*** 
languageij 0.926 0.627 0.457 0.214 
 (6.10)*** (4.62)*** (2.42)** -1.12 
colonyij 1.369 0.899 0.585 0.619 
 (5.72)*** (4.40)*** (2.22)** (2.42)** 
regionij -0.006 -0.002 0 0.016 
 (0.39) (0.16) (0.02) (0.86) 
yearly effect -0.443 0.096 -0.37 0.011 
 (12.74)*** (2.79)*** (9.08)*** (0.26) 
constant -9.422 -4.868 -7.594 -38.455 
 (6.01)*** (1.36) (3.88)*** (4.67)*** 
origin and destination effects  yes  yes 
Observations 4,637 4,637 2,615 2,615 
Number of groups 757 757 425 425 
Standard errors in parentheses   

* significant at 10%; ** significant at 5%; *** significant at 1% 

 

Furthermore, Table 2-3 introduces a dynamic dimension to our analysis as the stock of immigrants 

(stock95j) in destination country in 1995 is used as an explanatory variable. The underlying assumption is 

that countries, which are well‐known destinations, will continue attracting migration flows. Migrants 

mostly migrate to countries where their compatriots have already established a network ‘beaten path’. 

Through the established network, previous migrants transfer their knowledge and experience to the 

newcomers and make it easier for them to find jobs, accommodation, and even to deal with bureaucratic 

obstacles. This is verified in columns 3 and 4, which depict the significant and positive impact of the 

stock of migrants even after the inclusion of the country specific effects. 

All in all, the above analysis signifies the importance of geographical and cultural proximity, but also the 

importance of push and pull factors in the formation of migration flows among OECD countries. 

2.5.2 Network modeling approach 

To further validate the results of the econometric analysis, a second modelling exercise is introduced. This 

is a cross‐sectional analysis, which incorporates the network structure of the international migration. The 

main modelling tool here is the MRQAP regression, which is primarily used to model social interactions 

and is widely used in Social Network Analysis (SNA) research. The main advantage of this method is its 
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ability to address potential interdependence across observations, a phenomenon which is quite often in 

dyadic data known as dyadic autocorrelation (for a discussion see Agaian et al., 1995). Such a problem 

might arise here as the same country appears in various origin‐destination country pairs and this might 

violate the OLS assumption of observation independence (Zhou, 2011). MRQAP is widely used in order 

to tackle this issue when the level of analysis is the dyadicties (Krackhardt, 1987, 1988; Mizruchi, 1993). 

Just like with any other methods based on quadratic assignment procedure, both dependent and 

independent variables are NxN matrices. The algorithm works in two steps. Firstly, a standard multiple 

regression across the corresponding cells of the matrices representing the dependent and the independent 

variables takes place. Then, the algorithm randomly permutes rows and columns of the dependent 

variable matrix and re‐estimates the regression. This step is repeated hundreds of times for the estimation 

of standard errors. The coefficients derived from these iterations are compared with those from the 

original OLS model and the percentage of these coefficients surpassing the original coefficients indicates 

the statistical reliability of the original outcome (Zhou, 2011). The Ucinet software is used for this analysis 

(Borgatti et al., 2002). 

After the relevant log‐log transformations, (1) can be transformed to a linear model. More specifically, the 

empirical model we are estimating is the following: 

(3) 

Apart from the MRQAP estimation approach, the main difference between (2) and (3) is that the latter is 

a cross section. In addition, the variable representing geographic regions (regionij) has been excluded from 

the analysis as it failed to provide any insights above. 

Table 2-4 presents the MRQAP results for the ten-year study period. The first observation is the 

consistency of the impact of cultural proximity through the study period, as is reflected in colonial ties 

and common language between origin and destination. Secondly, geographic proximity is represented 

here by two different variables: physical distance and adjacency. Distance has a significant negative impact 

for six years and border effect is positive and significant for eight years. The above indicates the cost that 

distance imposes in the migration process. Regarding the pull and push effects, the picture is more 

complicated. Education in both origin and destination countries has a significant positive impact in 

migration flows. GDP per capita of the destination country has a positive impact for eight years, while the 

GDP per capita of the origin country does not have a stable impact. Moreover, the magnitude of the 

coefficient of the latter is much lower than the former. Finally, the share of young population in the 

origin country also has a positive impact for six cross‐sections. 

In total, MRQAP validates the previous results on the impact of physical and cultural proximity on 

international migration, the pull effects of the GDP per capita and the push effect of the young 

population. The two models disagree is on the impact of education, but MRQAP results are in 

accordance with the lagged regressions. 
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Table 2-4: MRQAP on migration flows 

(ln) 

 

        

  2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 

Dij (ln) -0.704 -0.699 -0.925 -0.507 -0.549 -0.383 -0.147 0.016 -0.188 -0.173 
 (0.288)*** (0.326)*** (0.385)*** (0.31)** (0.276)** (0.267)* (0.231) (0.137) (0.249) (0.258) 
borderij 0.928 0.603 0.781 1.406 1.426 1.383 1.245 1.193 1.435 1.133 
 (0.575)* (0.69) (0.757) (0.662)** (0.568)*** (0.567)*** (0.51)*** (0.52)*** (0.512)*** (0.491)** 
colonyij 1.235 1.494 1.837 1.204 1.251 0.903 0.999 2.097 1.294 1.004 
 (0.778)* (0.899)** (1.136)* (0.883)* (0.868)* (0.81) (0.754)* (0.826)*** (0.713)** (0.908) 
languageij 1.355 1.441 0.335 1.274 1.261 1.544 1.186 1.214 1.312 1.138 
 (0.624)** (0.685)** (0.896) (0.697)** (0.573)** (0.612)*** (0.544)** (0.557)** (0.585)*** (0.63)** 
pop1529sharei (origin) 3.134 3.386 3.597 4.001 2.524 1.724 1.172 2.144 -0.197 -1.527 
 (1.548)** (1.887)** (2.355)** (2.118)** (1.766)* (1.63) (1.632) (1.585)* (1.364) (1.569) 
edui (origin, ln) 0.566 0.672 0.550 0.402 0.782 0.547 0.777 0.911 0.504 0.850 
 (0.272)** (0.363)** (0.461)* (0.366) (0.36)*** (0.316)** (0.308)*** (0.167)*** (0.264)** (0.33)*** 
eduj (destination, ln) 0.722 0.710 0.669 0.737 0.728 0.694 0.738 0.677 0.618 0.735 
 (0.162)*** (0.183)*** (0.202)*** (0.183)*** (0.173)*** (0.151)*** (0.165)*** (0.131)*** (0.135)*** (0.179)*** 
GDPpci (origin, ln) 2.383 1.864 1.213 1.439 1.971 1.443 2.091 1.346 -0.021 -0.004 
 (1.189)** (1.275)* (1.546) (1.342) (1.204)** (1.209) (1.133)** (0.684)** (1.09) (1.063) 
GDPpci (destination, ln) 0.839 0.757 0.547 0.958 0.521 0.242 0.294 0.293 -0.498 -0.535 
 (0.366)*** (0.408)** (0.506) (0.435)*** (0.331)** (0.298) (0.309) (0.288) (0.233)*** (0.26)*** 
Constant -45.098 -40.366 -28.401 -37.510 -41.814 -31.947 -43.874 -38.993 -8.728 -13.953 
R2 0.34 0.286 0.245 0.22 0.3 0.254 0.327 0.336 0.246 0.321 
Observations 756 600 420 650 756 930 900 540 992 650 
Standard errors in parentheses 

* significant at 10%; ** significant at 5%; *** significant at 1% 

2.6. Concluding Remarks 

The novelty of this paper is the adoption of a network perspective in studying international migration. 

Such migration flows create a dense, complex and dynamic network constellation. The topology and the 

structure of this network change over time, clearly reflecting current economic, social and political 

conditions. Although the growing attention that research on migration has attracted, and in light of the 

recent major developments in network science, the interaction between these two fields has been very 

limited. 

Using methods widely used in migration studies and in network analysis, much research effort is spent 

here to bridge this gap. Exploratory network analysis using centrality measures as well as community 

detection provides the fundamentals in order to approach international migration as a global network. 

The outcomes of this exercise support the modeling part of our analysis. In this stage standard 

econometric techniques are blended with network approaches to gain a better understanding of the 

determinants of international migration. Both methodological approaches converge on the importance of 

physical and cultural proximity in the formation of migration flows. Physical distance and border effects 

are significant predictors of migration flows among OECD countries. Moreover, post‐colonial ties and 

common language between origin and destination countries have a positive impact on migration flows. In 

addition, both modeling approaches agree on the pull effect of the prosperity level of destination country 

as well as on the push effect of the existence of a pool of young population in origin country. The value 

added of this dual approach is the emergence of education as a significant predictor of migration flows. 

Indeed, according to the MRQAP models, higher level of education can generate both pull and push 

effects in migration among OECD countries. Nonetheless, traditional regression techniques did not 

capture the impact of education and it was the network level modeling approach adopted here that 

highlighted this impact. 

In our ‘age of migration’ countries are increasingly tied together through human capital flows. In a 

globally ageing world these forces tend to become even stronger. In this new international playing field, 
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education and skills will become increasingly important forces that drive global connectedness. The future 

of many welfare states will decisively be determined by cross‐border migration, not only in terms of 

volumes, but also in terms of quality. Dew policy attention and advanced quantitative research is needed 

to achieve a balance in global human capital flows. 

To conclude, this paper highlighted the need for borrowing methods and techniques from the network 

analysis field in order to better understand complex spatial phenomena such as international migration. 

Although effort was spent to understand international migration as a network phenomenon and to bridge 

the gap between descriptive and modeling network approaches, there is still much ground to be covered 

in this respect, with estimation of constructive stochastic migration models being one of the most 

important elements towards this novel direction. 

 

Source: Tranos. E., Gheasi. M., and Nijkamp. P (2014) International migration: a global complex 
network. Environment and Planning B, Planning and Design. Advance online publication, doi:10.1068/b39042 
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CHAPTER 3: MIGRATION AND INTERNATIONAL 
ECONOMIC LINKAGES:  A META-OVERVIEW 

3.1. The Age of Mobility and Migration 

Geographical mobility – either short-range (e.g. commuting, social visits) or long- range (e.g. international 

tourism, migration) – is on a rising edge. According to Chatwin (1988), at the beginning of our era the 

average distance a person travelled over an entire lifetime was approximately 15,000 km. The prevailing 

transportation technology and infrastructure in the ancient past did not allow people to be highly mobile, 

apart from a few adventurers. At that time, the total distance travelled in the course of a life was equal to 

the distance of one transatlantic flight between Europe and the USA. With the emergence of the 

Industrial Revolution (19th century), transportation technology improved significantly, as a result of the 

introduction of the steam engine, and, consequently, the average mobility of people quadrupled in the 

space of a few generations. This led to a structural rise in mobility over the past century, with an average 

annual distance travelled per person at the beginning of this century equal to about 5,000 km. The latter 

figure has a very skewed distribution, however, with very high mobility rates of people from the developed 

world, and with a disproportionate share of aviation as a transport mode. 

The drastic improvements in transportation and communication technology have not only induced a rapid 

rise in short-term geographical mobility (such as commuting and vacation trips) but have also laid the 

foundations for a structural rise in international migration. Over the past few decades, cross-border 

migration has become a mega-trend of a globalizing economy, to the extent that some people even speak 

of the ‘age of migration’ (see also Nijkamp, 2010; Goldin et al., 2011). 

A few figures may serve to illustrate the dimensions of the international migration phenomenon. At 

present, more that 200 million people – some 3% of the world population – are living outside their 

country of origin, with significant variations in immigration rates and net-migration rates per country (for 

statistical details, see among others United Nations (2004), GCIM (2005), World Bank (2006), OECD 

(2009), UNDP (2009) and IOM (2010)). By the beginning of this century some 13-17 million Islamic 

people had found permanent residence in Western Europe (see Caldwell, 2009), a number which 

corresponds to approximately 5% of the Western-European population. In a small open country like the 

Netherlands, some 20% of the population have a migrant (first- and second-generation) background; the 

share of non-Western migrants in the Dutch population is about 11%. 

Migrants form a very heterogeneous population group, with a variety of migration motives, e.g. labour 

migration, knowledge migration, climate migration, social migration, etc. In a recent OECD study (2009) 

much attention is paid to the increasing importance of, and intensifying competition among, skilled 

migrants (see also Berkhout et al., 2007; Poot et al., 2008). 

In most countries, rising flows of international migrants have, in the past and the present, prompted fierce 

debates on the desirability or acceptability of international migration (for a review, see Hatton & 

Williamson (2006)). The negative perceptions of foreign in-migration originate mainly from three types of 

arguments: crowding-out effects on the labour market; disproportionate use of social welfare benefits; and 

anti-social or criminal behaviour. It should be added that most of the (perceived and real) disadvantages 

are found in large urban concentrations (see Snel & Burgers, 2000; Dagevos, 2006). 

The migration debate calls for evidence-based research on the socio-economic consequences of the influx 

of migrants for the host country concerned. This prompts the need for a solid ‘migration impact 

assessment’ (see Nijkamp et al., 2010). The next section is devoted to a brief overview of the state of the 
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art in migration impact analysis. Next we zoom in on a particular class of migrant effects, viz. the 

contribution of migrants to international economic relations (in particular, trade, tourism and foreign 

direct investment (FDI)). Then we focus our attention on one specific empirical issue in this context, viz. 

the contribution of migration to FDI. Subsequently, we will carry out a meta-analysis of previously 

undertaken quantitative studies on the FDI effects of migration. 

3.2. Migration Impact Assessment (MIA) 

Migrants have a variety of impacts on local, regional and national economies in the host country: for 

instance, on the demographic composition, on social cohesion, on the labour market, on business life, etc. 

Several of these impacts have direct and indirect economic and financial dimensions, such as tax 

payments, unemployment benefits, consumer expenditures, remittances, etc. In addition, there may be 

intangible effects, such as the rise in cultural diversity, the contribution to innovativeness and creativeness, 

or the rise in international cooperation. These issues have led to the emergence of migration impact 

assessment (MIA) as an evidence-based scientific investigation into the direct and indirect socio-economic 

effects of foreign immigration on the local, regional or national economies of a host country. A great 

variety of MIAs can be found in the literature (see, e.g. Samuel & George, 2002; Borjas, 2005; Saxenian, 

2007; Poot, 2008; Sarvimäki, 2009). In Nijkamp (2010) an illustrative overview of different MIAs from 

various countries (e.g. New Zealand, Australia, UK, Germany, the Scandinavian countries, the US States, 

and the EU Member States) is given. There appears to be a vast array of specific research concerns and 

methodological approaches in these studies, but the overwhelmingly evident conclusion from this 

diversity of research approaches is that the often-heard complaints about negative impacts of migrants are 

not supported by empirical facts: migrants tend to have a neutral or modest positive effect on local labour 

markets, regional development and spatial distributions (see Bakens & Nijkamp, 2010; Nijkamp & Poot, 

2012). 

Migration impacts can be divided into various distinct categories (see also Boeri & Brucker, 2005; Pekkala, 

2005; Nijkamp, 2010), as shown in Subsections 3.2.1–3.2.5. 

3.2.1. Labour market effects 

These effects refer to wage developments and/or (un)employment conditions of natives as a consequence 

of migrant entries into the labour market. The scientific challenge in this field is not to look at direct 

correlations between these two phenomena, but to position labour market impacts of migrants in a 

broader context. For example, the earnings gap literature stipulates that the duration of stay of a migrant 

determines his income (and the income differences between migrants and natives), so that newcomers are 

always in a less-privileged position. Convergence of wages and employment conditions will only be 

achieved if the average wages of migrants grow faster than those of the natives, but then migrants 

obviously lose their competitive advantage (which reduces convergence trends). Thus, the analysis of 

labour market disparities is fraught with many short- and long- terms, direct and indirect, competition 

effects. 

The labour market effects of migrants have been investigated in many empirical studies; and recently, 

several meta-analytical modelling efforts have been under- taken by Longhi et al. (2005a, b, 2008a, b, 

2009) on the wage and job effects of migrants. The final conclusions from these comparative studies are 

rather straightforward: there is no evidence that migration has significantly negative impacts on the wages 

or employment of natives. In other words, the crowding-out hypothesis does not find a clear justification 

in the international empirical literature. 
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3.2.2. Welfare effects 

Welfare effects refer to income, and income convergence, and distribution effects. Again, these effects 

have been extensively studied in the international literature. A recent meta-analytic study by Ozgen et al. 

(2010a) shows that the overall effect of immigration on income convergence is slightly negative, although 

the authors also find that a positive net migration favours economic growth, so that the net effect is 

somewhat ambiguous, but by no means a priori negative. Clearly, higher positive welfare effects are found, 

if the skill level of migrants is higher. Also in this context, the duration of stay and the geographical scale 

of analysis are intervening factors. 

3.2.3. Business effects 

Migrants have to make a living, often under problematic circumstances. It is, therefore, no wonder that 

many migrants resort to ethnic or migrant entrepreneurship as a source of income (‘the stranger is the 

trader’) (see Waldinger et al., 1990; Baycan-Levent & Nijkamp, 2009). This phenomenon has become a 

popular research topic in the business economics literature. Several empirical studies have been carried out 

by Sahin et al. (2007, Sahin et al. (2010)) and Nijkamp et al. (2010). The overall conclusions from various 

studies are that migrant entrepreneurs make up an increasing share of SMEs in Western urban 

agglomerations, that they are able to fill important niche markets (e.g. ethnic products), and that they are 

increasingly oriented towards up-scaling their activities (Kourtit & Nijkamp, 2012). The overall finding of 

an abundance of migrant entrepreneurship studies is that migrant business leads to an upgrade of the 

economic vitality of western cities.  

3.2.4. Cultural diversity and innovation effects 

Since the seminal work of Jacobs (1961) on the ‘urban melting pot’ hypothesis, much research work has 

been undertaken on the impacts of cultural diversity – mainly as a consequence of foreign migrants –on 

the socio-economic development of an area. This effect has recently been investigated in a quantitative 

modelling study by Ozgen et al. (2010b), who come to the conclusion that for NUTS 2 regions in Europe, 

the degree of innovation runs parallel to the share of migrants. Migrants are often concentrated in urban 

agglomerations, and the authors also find that a positive population growth in urban areas leads to more 

innovations. Finally, the authors find that skill levels and the country of origin of migrants have a positive 

welfare effect. Their conclusion is that cultural-ethnic diversity favours the regional innovation potential 

(see also Baycan-Levent, 2010). 

3.2.5. International linkages 

Migration reflects international trade in labour. It is, therefore, plausible that international linkages–trade, 

tourism, FDI–are favoured by migration. This issue is addressed in a more detailed way in the remaining 

parts of this paper. We begin with a summary of the existing literature (Section 3.3), and later in Section 

3.4 we provide a quantitative synthesis of the empirical literature through the use of meta- analytical 

modelling. 

3.3. Migration and International Economic Impacts 

Labour migration among countries is essentially a specific form of international trade. It is well known 

from the trade literature that the benefits of trade are higher the more the countries involved have a more 

diversified socio-economic structure. An exchange of uniform workers would, by definition, not have a 

welfare- enhancing effect. Thus, diversification and complementarity are key for successful international 

migration. 

In the recent macroeconomic literature we observe an increasing interest in the triangle of international 
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migration, trade in goods and services, and foreign direct investment (FDI) (see e.g. Mattoo & Carzaniga, 

2003; ODI, 2008; Poot & Strutt, 2009). It is noteworthy that, despite clear similarities in international 

flows of goods and of people, the policy treatment of these flows differs vastly. In contrast to trade, 

international migration is subject to a multitude of institutional rules and regulatory systems (see Chia, 

2006; Plane & Hoffman, 2009). Consequently, there may be some parallel movements between 

international flows of people and goods, but there is no a priori linear correlation. This can be illustrated 

from the trade and migration statistics in OECD countries: the ratio of immigrants to the native 

population is approximately 6%, whereas the ratio of imports to GNP is approximately 27% (see Hatton, 

2007). 

Furthermore, the foreign investments of a given country are essentially a complement to immigration: 

instead of importing people, production is outsourced (see Gera et al., 2004; Kugler & Rapoport, 2007). 

The relative importance of both phenomena depends, of course, on the relative factor prices and the 

market potential in the destination country. 

Finally, international trade is influenced by the transaction costs between the countries of origin and 

destination. Several migration-related factors have an impact on the economic relationship between two 

countries (see, e.g. Bryant et al., 2004; Poot & Strutt, 2009). Firstly, there are generic income and trade 

effects from the rise in welfare as a consequence of economic efficiency increases from international 

labour migration. Next, the limited access of immigrants to local labour markets—caused by language, 

cultural and social barriers—forces them to resort to self-employment migrant business activities (‘the 

stranger is the trader’), which may occupy specific ethnic market niches (see Dunlevy & Hutchinson, 1999; 

Kourtit & Nijkamp, 2012). Thirdly, most migrants still keep social bonds with their country of origin, so 

that through this medium international connectivity—and hence also trade—is encouraged (see World 

Bank, 2006), while their taste preferences for products from their original country may have a positive 

influence on the international trade of specific goods. Finally, most migrants are rather familiar with the 

operation of markets in their countries of origin, so that transaction costs (including trade risks) may be 

lower (see Gould, 1994; Wolf, 2000; Girma & Yu, 2002; Combes et al., 2003). 

As a result of the above factors, it seems plausible to assume that the import effects of migration may be 

larger than the export effects. The order of magnitude of these effects is co-determined by the skill levels 

of migrants and their duration of stay (see also Dunlevy & Hutchinson, 1999; Ching & Chen, 2000; Rauch 

& Trindade, 2002; Münz et al., 2006; White, 2007). 

Several case studies confirm the above observations (see also OECD, 2003). For example, Blanes-

Cristóbal (2003) concludes that immigration in Spain has reinforced the trade intensity with various 

countries of migration origin. Law et al. (2009) find for New Zealand that a 10% rise of migrants from a 

source country means a rise of 0.6% in exports to that country and a rise of 1.9% in imports from that 

country. Similarly, Mundra (2005) comes to the conclusion that the immigration effect on imports in the 

USA is positive for both final and intermediate goods, while this effect on exports is only positive for final 

goods. Finally, Lewer & van den Berg (2009) argue that, on average, in all OECD countries a 10% rise in 

immigration from an origin country to a destination country leads to an increase in total trade between 

those two countries of 4.5 percentage points. 

Clearly, international tourism is a very special sector in the foreign trade sector. It seems plausible that 

trade connections favour international visits, while tourist visits may also induce international trade (see 

WTTC, 2006; Matias et al., 2007, 2009; van Leeuwen et al., 2009; Gheasi et al., 2011). A particular role is 

played by VFR tourism (‘visits to friends and relatives’) (see Williams & Hall, 2000). Various case studies 

can be found in Seaton & Palmer (1997) and Cohen & Harris (1998). On the relationship between tourism 
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and migration interactions, we refer to studies by Dwyer et al. (1993)—who argue that a rise in migration 

of 10% in Australia leads to an increase in VFR-tourists of 5.5%; by Seetaram (2008)—who argues that 

the effect of immigration on the demand for tourist services in Australia is relatively higher than the 

effects of trade growth or population growth; and by CAA (2009)—which observes a significant 

relationship between migration and GNP in the UK and a weaker relationship between VFR-tourism and 

GNP. 

The previous empirical evidence is clearly somewhat anecdotal, but it is clear that a positive correlation 

between migration and trade (and tourism) may be hypothesized. This would call for a more solid 

empirical test framework, based on a synthesis of many studies on the migration trade nexus (see also a 

study by Genc et al. (2012)). A more specific application will be undertaken next in Section 3.4 on the 

migration FDI nexus. 

3.4. Migration and FDI: A Meta-Overview 

Meta-analysis is the technique of statistically combining the results of different studies that largely address 

the same impact question. One objective of meta-analysis is to test the null hypothesis that a pooled 

combination of different point estimates is equal to zero when findings from the entire area of research 

are combined (Cipollina & Salvatici, 2010). Meta-analysis became a popular and valuable tool, thanks to 

the work of Glass & Smith (1979), among others. This method is applied in different research fields in 

economics. For example, Longhi et al. (2005a) studied the impact of immigration on wages; Brander et al. 

(2007) studied eco-tourism; Cipollina & Salvatici (2010) studied the impact of trade agreements on trade 

flows; Card et al. (2010) carried out an analysis of evaluations of active labour market policy; Genc et al. 

(2012) studied the impact of migration on international trade; and in 2005 the Journal of Economic 

Surveys devoted a whole special issue (Vol. 19, No. 3) to this approach. 

The extraction of uniform results from different studies may be problematic when decision makers are 

trying to use background research as a basis for decisions without having available actual case-study 

records specific to their own situation (Holmgren, 2007). This problem is more common in economics, 

because the set of independent explanatory variables is often different across studies, while the decision 

maker may wish to assess the joint effect of the full range of variables. The problem can also be observed 

at different geographical scale levels. Meta-analysis is a tool that can be used to address such problems. 

3.4.1. Data 

In this application, we analyze whether highly educated, poorly educated, skilled and low-skilled migrants 

have an impact on FDI outward and inward from and to the host country by comparing studies that 

report one or more estimates of this impact. A notable feature of the studies in this field is that the host 

countries for the migrants considered are almost without exception OECD countries. So these studies 

consider the effect of inward migration from the perspective of well- developed countries on inward and 

outward FDI with respect to other countries in the world. A small number of these studies also consider 

the effect on inward and outgoing FDI of outward migration, i.e. of residents of the well-developed 

country who have migrated to other countries. To distinguish the two approaches we use the term 

‘diaspora’ for the latter category. In order to acquire a systematic and representative set of studies, we 

selected all articles that contain FDI (inward and/or outward) as the dependent variable, and immigration 

as an explanatory variable. The dependent variable in our meta-analysis is the elasticity of outward or 

inward FDI with respect to migration. We used only publications written in the English language. We do 

not expect this to be a source of bias in the present application. 

We searched for published and unpublished papers via an extensive search on Google Scholar. We also 
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used the technique of snowballing, and scanned carefully the references of studies. It is important to 

mention that there is a high degree of comparability of results between the published and the unpublished 

papers in our database. 

Our final sample includes nine publications (three published in academic journals, and six working papers 

or unpublished studies). These yielded up to 167 regressions from which the migrant (emigrant, immigrant 

or both) elasticity of outward and/or inward FDI could be derived. We have in total 140 point estimates 

for outward FDI, and 125 point estimates for inward FDI. Table 3-1 lists the studies, and the countries to 

which the analysis pertains. 

We then divided the studies into two classes, viz. published articles and unpublished articles. It seems 

plausible that published studies tend to include more accurate econometric analyses, because they pass a 

series of tests and amendments before publication (Cipollina and Salvatici 2010). Many study 

characteristics are coded as dummy variables, equal to 1 for each regression that has a particular attribute. 

Other study characteristics are numerical, such as the dates of the observations of the primary study. We 

also recorded the econometric methodology employed to estimate the gravity model. A distinction was 

made between OLS, the Tobit model, IV, 3SLS and GMM. With respect to the specification, it was also 

noted whether a fixed-effects or random- effects panel data-generating process was assumed, and whether 

the model was static or allowed for autocorrelation. 

Table 3-1: Statistics used in the meta-analysis 

Study # of estimated 
equationsa 

Time 
period 

Country Outward/ 
Inward 

Gao  (2003) 2 1984-1997 China Inward 

Dolman (2007) 12 2000-2000 OECD Outward & inward 

Murat and Flisi (2007) 27 

1991-2004 Germany Outward & inward 

1990-2004 Italy Outward & inward 

1990-1999 France Outward & inward 

1990-1995 United Kingdom Outward & inward 

Murat and Pistoresi (2009) 7 1990-2005 Italy Outward & inward 

Murat and Flisi (2009) 75 

1990-1999 France Outward & inward 

1991-2006 Germany Outward & inward 

2002-2005 Italy Outward & inward 

2003-2006 Spain Outward & inward 

1990-2001 United Kingdom Outward & inward 

Javocik et al. (2010) 30 1990-2000 US Outward 

Lewer and van den Berg (2010) 1 1991-2000 OECD Outward & inward 

Simone and Manchin (2010) 7 1995-2007 EU15 Inward 

Gheasi et al. (2011) 6 2001-2007 UK  Outward & inward 

Note: In most cases the elasticity of FDI with respect to the stock of migrants is estimated for various levels of education.  

The dimensions of the panel data (first year, final year, number of cross- sections, observations per cross-

section, number of host countries or regions, number of home countries) are also taken into account. 

There was a higher degree of core specification similarity across most studies, but some covariates were 

different between the studies. Dummy variables therefore indicated the presence of the following 

covariates: migrants with tertiary education; migrants with primary education; skilled migrants; low-skilled 

migrants; diasporas; diasporas in OECD countries; diasporas in non-OECD countries; population; 

distance; colonial ties; conflict; and institution quality. 

The institution quality in the studies covered for our meta-analysis represents the quality of the business 

climate, and it is measured by using the average of voice and accountability, political stability, government 
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effectiveness, regulatory quality, rule of law, and control of corruption from the ‘governance matters’ 

indicator developed by Kaufmann et al. (2009) or from the World Bank Institute, Governance & Anti-

Corruption—Aggregate Governance Indicators. 

3.4.2. Descriptive analysis 

Our descriptive statistics show a great degree of heterogeneity across studies. Table 3-2 presents the 

descriptive statistics by country. The mean values of the outward and inward FDI elasticities are positive. 

The ranges are broad, and when we look at the negative elasticities, the UK has the highest negative 

elasticity in outward FDI (0.779), and it also has the most positive elasticity (1.703). For inward FDI even 

larger variations are observed. Table 3-2 thus shows that there is a strong variation in estimation outcomes 

on the migration elasticity. In the present subsection we follow a descriptive approach to this variation, 

while in the next subsection a multivariate analysis will be carried out. Special attention is given to the role 

of education levels and the skill of migrants. 

Table 3-2 shows that the mean elasticity of outward and inward FDI is positive, and the elasticity of 

outward FDI is slightly higher (0.360) than for inward FDI (0.324). Furthermore, we have studies where 

various levels of migrants’ education and skills are distinguished, and our data suggest that there is a 

difference in impacts with respect to the education levels and skills of immigrants. Table 3-3 shows the 

education and skill impact of migrants on the outward and the inward FDI. For example, for outward 

FDI we find a mean elasticity of 0.532 for higher-educated migrants and 0.478 for poorly educated 

migrants, and for inward FDI the gaps are even bigger. If we look at the skill level of immigrants in 

outward FDI, we can see that skilled migrants have a positive mean elasticity of 0.657, while low-skilled 

migrants have a negative mean elasticity of 0.203. The impacts of skilled and low- skilled migrants are 

even bigger in inward FDI. Furthermore, we also have some estimates for the effect of diasporas.  

Table 3-2: Descriptive statistics by country  

 Outward FDI Inward FDI 

Country Nr obs Mean Minimum Maximum Nr obs Mean Minimum Maximum 

China NA NA NA NA 2 0.274 0.252 0.295 

EU15 NA NA NA NA 7 0.836 0.106 2.956 

France 
14 0.398 

-0.054 1.014 14 0.456 -0.615 1.754 

Germany 
12 0.278 

-0.048 0.609 14 0.256 -0.637 1.243 

Italy 
37 0.187 

-0.620 1.063 37 0.116 -0.810 0.0821 

OECD 
9 0.617 

0.029 1.467 13 0.418 -0.154 1.835 

Spain 
18 0.418 

-0.690 1.282 18 0.407 -1.398 1.628 

UK 
20 0.466 

-0.779 1.703 20 0.351 -1.596 3.004 

US 
30 0.407 

0.084 0.667 NA NA NA NA 

Total 140 0.360 -0.779 1.703 125 0.324 -1.596 3.004 
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Table 3-3: Descriptive statistics by immigrant’s education and skill level 

 Outward FDI  Inward FDI 

Education level No. Obs Mean Min Max No. Obs Mean Min Max 

Higher-educated migrants 12 0.532 0.134 1.260 2 2.243 1.481 3.004 

Poorly-educated migrants 2 -0.478 -0.497 -0.458 2 -1.125 -1.596 -0.708 

Skilled-migrants 37 0.657 -0.365 1.703 37 0.992 -0.098 2.603 

Low-skilled migrants 29 -0.203 -0.779 0.36 31 -0.575 -1.398 0.008 

 

Table 3-4 shows the impact of diasporas on outward and inward FDI investment in the studies. The mean 

values for diasporas are remarkably close to each other for the various categories in the table (about 0.45). 

Note that the mean values reported in Tables 3-4 do not represent the statistical significance of the 

estimated elasticities. Therefore, we calculated the weighted average, which includes the statistical 

significance of the effect size. This calculation can be made in two ways. First, there is the fixed effect 

(FE) method that takes into account a true effect size, which underlies all the estimates within a certain 

study, and all differences in effect sizes (elasticity estimates) within a study are due to sampling errors. In 

the fixed-effect approach the weight assigned to each effect size is then the inverse of its variance (Genc 

et al., 2010). Secondly, there is the random effect (RE) method that assumes that the true effect size varies 

from study to study in a stochastic way. 

 

Table 3-5 presents the FE and RE weighted means effects of immigration on outward and inward FDI. 

As we can see, the FE model shows that migration has a positive impact on outward FDI. The same holds 

true for inward FDI, although in some cases slightly positive values are found. In total, the FE weighted 

mean effect of immigration is slightly bigger for outward FDI (0.196) than for inward FDI (0.176); the 

scatter plot between the migration elasticity of outward FDI and the migration elasticity of inward FDI 

for the studies, where both are available, shows a positive relationship (Figure 3-1). The correlation 

coefficient is 0.79. 

In addition, the weighted and unweighted means of migration on outward and inward FDI by articles 

published in journals or unpublished are given in Table 3-6. The differences between the various means 

for the published and unpublished estimates are modest. Of the 140 effect sizes for outward FDI, 38 

(27%) come from journal articles. For inward FDI, from 125 effect sizes, 10 (8%) come from journal 

articles. 

In Figures 3-2 and 3-3 the effect sizes are plotted against their standard error for a measure precision. The 

vertical axis presents the standard errors of the effect sizes, and the elasticities are measured along the 

horizontal axis. The broken line indicates the expected 95% confidence intervals for a given standard 

error, assuming no heterogeneity between studies. In general, a large set of observations outside the 95%  

Table 3-4: Descriptive statistics by emigrant category 

 Outward FDI Inward FDI 

Emigrant No. Obs Mean Min Max No. Obs Mean Min Max 

Diaspora  4 0.482 0.293 0.749 9 0.419 0.250 0.805 

Diaspora in OECD 4 0.319 -0.007 0.602 4 0.434 0.048 0.803 

Diaspora in non-OECD 4 0.474 0.055 0.823 4 0.458 0.043 0.809 
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Table 3-5: Weighted mean effect sizes by country 

 Outward FDI Inward FDI 

Country No. Obs FE RE No. Obs FE RE 

China NA NA NA 2 0.281 0.281 

EU15 NA NA NA 7 0.209 0.287 

France 14 0.337 0.333 14 0.181 0.330 

Germany 12 0.064 0.231 14 -0.019 0.182 

Italy 37 0.213 0.226 37 0.207 0.177 

OECD 9 0.249 0.336 13 0.208 0.204 

Spain 18 0.512 0.421 18 0.444 0.338 

UK 20 0.181 0.384 20 -0.068 0.115 

US 30 0.302 0.343 NA NA NA 

Total 140 0.196 0.305 125 0.176 0.187 

 

confidence intervals indicates a wide range of estimates, and provides the evidence of publication bias. In 

our funnel plot (Figures 3-2 and 3-3) the outliers are mostly from unpublished articles. Furthermore, the 

meta-regression model is demonstrated to be better at removing the heterogeneity in both directions of 

FDI (outward and inward). 

Our studies also differ by the estimation method used. Table 3-7 summarizes the mean elasticity estimates 

obtained by different estimation methods. For outward FDI, a large number of estimates are obtained by 

OLS, that is, 107 out of 140 estimates (76.4%), and 25 out of 140 (17.9%) are obtained by 

IV/3SLS/GMM by model estimation. For inward FDI, the share of estimates by OLS is even higher, with 

102 out of 125 (81.6%), and 12 out of 125 (9.6%) are obtained by a Tobit model. Furthermore, if we look 

at the FE and RE results in outward FDI, we can see that IV/3SLS/GMM has bigger estimates than 

those obtained for OLS and Tobit. For inward FDI, the ordinary and weighted (FE, RE) estimates 

obtained by IV/3SLS/GMM are again larger than the others. 

 

Figure 3-1: Scatter plot of the migration elasticity of outward and inward FDI when estimated jointly. 
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Table 3-6: Unweighted and weighted mean elasticities by publication type 

 Outward FDI Inward FDI 

Outlet Freq. Mean FE RE Freq. Mean FE RE 

Journal  38 0.366 0. 375 0. 344 10 0.134 0.252 0.248 

Unpublished 102 0.358 0.382 0.277 115 0.340 0.163 0.185 

Total 140 0.360 0.196 0.305 125 0.324 0.176 0.187 

 

3.4.3. Regression results 

After the descriptive analysis of Subsection 3.4.2, we will now run a meta-analysis regression on our 

database to find out whether the differences in the results between studies can be related to the 

characteristics of these studies in a multivariate setting. The basic equation is as follows: 

      𝑦𝑖 = 𝑥𝑖𝛽 + 𝜇𝑖 + 휀𝑖                 (1) 

where Yi represents the effect size from study i, and xi is the set of study characteristics that are considered 

to have an impact on the effect sizes of the reported standard error. The algorithm we use in this study is 

based on the Restricted Maximum Likelihood (REML) method, which maximizes the residual log-

likelihood function (see Harbord & Higgins (2000) for details). The estimation of Equation (1) is done 

separately for the effect sizes for outward and inward FDI. Table 3-8 gives the description of our 

variables, while Table 3-9 shows the estimate results. 

The OLS method is the reference method in our regression. We can see that elasticities for outward FDI 

based on estimates by means of IV are significantly larger than the OLS-based elasticities. The estimates 

by means of Tobit appear to be smaller than the OLS results; however, the difference is not statistically 

significant. For inward FDI we do not find a significant difference between the elasticities based on the 

various estimation methods. 

The results on the education of migrants show that education matters. For example, the result of 1.467 for 

higher-educated migrants in inward FDI means that, compared with the reference case where the total 

stock of migrants is considered (not distinguished according to education level), the migration elasticity is 

 

 

Figure 3-2: The impact on publication bias of controlling for heterogeneity in the random effects meta-regression 
model—inward FDI. 
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Figure 3-3: The impact on publication bias of controlling for heterogeneity in the random effects meta-regression 
model—outward FDI. 

1.467 times higher when highly educated migrants are considered. For outward FDI we did not find such 

a significant result; however, the elasticity is larger than in the reference case. Along similar lines, for both 

inward and outward FDI we find that for poorly educated migrants the elasticity of FDI is significantly 

lower compared with the reference case where the education level is not considered. Similar results as to 

those for educated migrants are found for skilled and low-skilled migrants. The skilled migrants’ elasticity 

is 0.717 times higher in inward FDI compared with the reference case (total stock of migrants); however, 

the elasticity of skilled migrants is larger than the reference case, but it is statistically insignificant for the 

outward FDI. For low-skilled migrants the elasticity of FDI is significantly lower than that for the total 

stock of migrants in both inward and outward FDI, respectively. The elasticity for the ‘diasporas’ which is 

estimated in Murat & Flisi (2007, 2009) and Murat & Pistoresi (2009) is significantly larger for both 

outward (0.287) and inward (0.352) FDI compared with the reference case where the elasticity pertains to 

immigration. Similar results are also found for the diasporas living in OECD (0.277) and non-OECD 

(0.289) countries in inward FDI. Thus, we observe a tendency that, for the countries (Italy and Spain) 

considered here, emigration has a stronger effect on FDI than immigration. 

The inclusion of population as a proxy for the size of the market in the gravity model has a positive 

statistically significant effect on outward FDI. The inclusion of the geographical distance in the gravity 

model has a negative effect on the estimated elasticities, and it is statistically significant for outward FDI. 

A negative coefficient is found for the inclusion of a conflict variable in the gravity model. In general, one 

would expect that conflicts between countries9 have a dampening effect on both migration and on FDI. 

Hence, when one ignores the effect of conflict on FDI, part of the impact of conflict is picked up by the 

migration variable. 

Table 3-7: Unweighted and weighted mean elasticities by estimation method 

 Outward FDI Inward FDI 

Method Freq. Mean FE RE Freq. Mean FE RE 

OLS 107 0.302 0.172 0.263 102 0.276 0.160 0.170 

IV/3SLS/GMM 25 0.520 0.480 0.455 11 0.643 0.221 0.274 

Tobit 8 0.632 0.191 0.227 12 0.438 0.211 0.207 

Total 140 0.360 0.196 0.305 125 0.324 0.176 0.187 

 

                                                           
9
 This variable is dropped from inward FDI, because the studies for inward or combined estimation of inward and outward FDI 

did not include conflict as an explanatory variable in their estimations. 
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Table 3-8: Study characteristics included in meta-regression 

Variable Description Mean value 

IV  

Equals 1 if the estimation method is IV/3SLS/GMM/FGLS, 0  if it is OLS 0.174 
Tobit 

Equals 1 if the estimation method is Tobit, 0 if it is OLS 0.072 
Mighigher Equals 1 if the elasticity is estimated for immigration with higher educated, 

0 if no distinction is made between education levels 0.072 
Migpoorly  

Equals 1 if the elasticity is estimated for immigration with poorly educated, 0 
if no distinction is made between education levels 0.012 

Migskilled Equals 1 if the elasticity is estimated for skilled immigration, 0 if no 
distinction is made 0.258 

Miglowskiled 
Equals 1 if the elasticity is estimated for low-skilled immigration, 0 if no 
distinction is made 0.210 

Diasporas 

Equals 1 if the elasticity is estimated for emigrants, 0 otherwise 0.054 
OECD-diasporas 

Equals 1 if the elasticity is estimated for emigrants to OECD countries, 0 
otherwise 0.024 

Non-OECD-
diasporas 

Equals 1 if the elasticity is estimated for emigrants to non-OECD countries, 
0 otherwise  

0.024 
Population Equals 1 if population is included in the specification, 0 otherwise 

0.216 
Institq Equals 1 if institutional quality is included in the specification, 0 otherwise 0.862 

Distance 
Equals 1 if distance is included in the specification, 0 otherwise 0.934 

Colonial tie 
Equals 1 if colonial tie is included in the specification, 0 otherwise 0.311 

Conflict 
Equals 1 if conflict is included in the specification, 0 otherwise 0.180 

Journal Equals 1 if elasticity is estimated in articles published in journals, 0  
otherwise 0.240 

 

A related result is found for the colonial tie variable. Colonial ties are expected to stimulate both migration 

and FDI. When colonial ties are not included in the gravity model for FDI, the colonial ties effect would 

be partly represented by the migration variable. Interestingly enough, explicitly including colonial ties in 

the gravity model leads to a higher elasticity of FDI with respect to migration. This suggests that colonial 

ties reinforce the FDI-stimulating effect of migration. The elasticities estimated in articles published in 

international journals for outward FDI are significantly lower than those for the unpublished articles. For 

inward FDI, however, the elasticity is lower than the reference case (unpublished article), but it is 

statistically insignificant. 

3.5. Conclusion 

In this paper we have analysed the distribution of immigration elasticities of inward and outward FDI 

across nine studies that yielded 167 estimates. The results confirm that immigration boosts FDI 

investment, and that by taking into account the education level of migrants, higher-educated migrants 

have a larger effect on inward FDI. The average elasticities found are moderate: in the range from 0.196 to 

0.305 for outward FDI, and from 0.176 to 0.187 for inward FDI. Our meta- analysis shows that the 

strongest factor explaining variations in study results is the education level and level of skill of migrants. 
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Table 3-9: Meta-regression results of migrant stock  elasticity of FDI 

VARIABLES Outward FDI Inward FDI 

IV  0.241*** 0.062 

 (0.080) (0.144) 

Tobit -0.213 -0.103 

 (0.210) (0.136) 

Mighigher 0.076 1.467*** 

 (0.092) (0.389) 

Migpoorly -1.172*** -0.901*** 

 (0.224) (0.334) 

Migskilled 0.136 0.717*** 

 (0.106) (0.123) 

Miglowskiled -0.342*** -0.520*** 

 (0.0996) (0.109) 

Diasporas 0.287*** 0.352*** 

 (0.102) (0.113) 

Diasporas in OECD -0.016 0.277* 

 (0.102) (0.154) 

Diasporas in non-OECD 0.127 0.289* 

 (0.141) (0.158) 

Population 0.364** 0.015 

 (0.162) (0.229) 

Institq -0.102 -0.152 

 (0.169) (0.111) 

Conflict -0.256  

 (0.180)  

Colonial tie  0.213*** 0.148* 

 (0.083) (0.089) 

Distance -0.232* -0.231 

 (0.0997) (0.168) 

Journal -0.204*** -0.120 

 (0.113) (0.098) 

Constant   0.395*** 0.461*** 

 (0.216) (0.15) 

Observations 140 125 

Adj R-squared  0.65 0.85 

*** p<0.01, ** p<0.05, * p<0.1 
Consult Table 8 for reference categories of the dummy variables. 

                                  

Highly educated and skilled migrants lead to considerably higher FDI levels (in particular for inward FDI), 

whereas poorly educated and low-skilled migrants have a large and negative effect on both inward and 

outward FDI. The estimated migration elasticities show that international networks in the sphere of 

human capital have reinforcing impacts on networks in terms of capital flows. This holds particularly for 

highly educated people. For poorly educated people a different mechanism seems to dominate. The 

negative impact of education level and skill level on FDI indicates that large numbers of poorly educated 

and low-skilled migrants flowing into a country suggest that the sending country is not an attractive place 

for FDI investments. Apparently, it is not the network effect that dominates but the fact that large 
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migration flows of low-educated people appear to be a negative signal for investment opportunities 

abroad. 

 

Source:  Nijkamp. P., Gheasi. M., and Rietveld, P (2011) Migrants and international economic linkages: a 

meta-overview. Spatial Economic Analysis, 6, 359-376. 

  



47 

 

CHAPTER 4: MIGRATION AND FOREIGN DIRECT 
INVESTMENT: EDUCATION MATTERS  

4.1. Introduction 

The globalization process in the past decades has exerted a great impact on economic activities (including 

export and imports) in many nations. The decline in transportation and communication costs made also 

the people’s movement easier and cheaper.  The softening of policy barriers has further facilitated cross-

border investments and has increased the mobility of capital and labor across international borders. As a 

result, open economies are nowadays quickly integrating and becoming more closely dependent on each 

other.  

Migration as a structural cross-border flow of humans has increased significantly in the past decades. The 

United Nations has indicated that the stock, of international migrants has increased from 75 to about 200 

million between 1960 and 2005. The inflow of foreign direct investment (FDI) has also shown an upward 

trend and increased from 225 $ billion in 1990 to 1,979 $ billion in 2007 (UNCTAD, reports 1992 and 

2009). Migration is not a stand-alone activity; immigrants may stimulate international trade and remove 

bilateral investment barriers, because immigrants bring with them their own national culture, traditions 

and language. They also have often deep market information, which is crucial for international investors. 

These factors reduce the transaction costs and may enhance and facilitate FDI and trade flows between 

the host country and the country of origin. Thus, it seems plausible that an increase in the stock of 

immigrants from a particular country may be accompanied by an increase in FDI. 

 

Figure 4-1: Worldwide stock of immigrants, inward FDI and outward FDI in the UK 

Source: Authors’ calculation based on OECD database 
 
Empirical data show that the majority of the OECD countries are the final destination for the largest part 

of international migration movements. Immigration movement not only happens from outside OECD 

countries, but there is also a major migration movement between OECD countries. The foreign-born 

population in 2006 accounted for 11.7 percent of the total population in OECD countries, which shows 

an increase of 18 percent compared to the year 2000 (International Migration Outlook: SOPEMI, 2008). 

The UK, as one of the bigger OECD countries, has always been one of the most important destinations 

for migrants (from outside OECD countries as well as from inside). This country has received a 

significant number of immigrants over the period of 2000 to 2007. The stock of foreign-born population 

in the UK (in percentage of total population) increased from 4.0 percent in 2000 to 10.1 percent in 2006, 
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giving the UK a net rise of 6.1 percent in 6 years. There is also an upward trend in the stock of FDI both 

inward into and outward from the UK during the above mentioned period. Figure 4-1 offers information 

on inward FDI, outward FDI and the stock of immigrants from 2001 to 2007 in the UK. 

Our study seeks to explore the applicability of international trade theory, by using in particular the so-

called gravity model or spatial interaction model, to modeling FDI flows. In our applied work, we will use 

a panel data approach to analyze cross-sectional and time-series data at the same time. In this study, we 

look at the relationship between the stock of immigrants and the bilateral stock of FDI (inward and 

outward), with 2210 countries for inward FDI and 2711 countries for outward FDI, for the years 2001 to 

2007 for the UK. As there is a potential endogeneity of migration with respect to FDI, we also use an 

instrumental variable approach to further investigate this causality relationship. The remaining part of the 

paper is organized as follows: the next section presents a concise literature review, while Section 4.3 offers 

a statistical estimation approach for our study. Then, Section 4.4 shows the data sources and some data 

explorations, while Section 4.5 presents the empirical model results obtained from the data. Finally, 

Section 4.6 provides some concluding remarks. 

4.2. Literature Review 

The rapid increase in the number of immigrants in many developed countries has attracted much attention 

of policy makers and researchers on the socio-economic impact of immigrants. This is particularly due to 

the fact that immigration is not a stand-alone activity; for instance, flows of immigrants may influence 

international trade and investment barriers, since immigrants bring with them their specific indigenous 

culture, tradition, language, and market information. Various econometric studies conducted since the 

early 1990s show that immigration has a statistically significant impact on merchandise trade and FDI. 

A number of studies have shown indeed that migrant networks contribute to reduce transaction costs 

between the host country and country of origin. The role migrants can play in promoting bilateral trade 

and investment is nowadays well recognized, thanks to the seminal work of Gould (1994) and subsequent 

research. There is an abundant literature on the link between migration and bilateral trade, for example by 

White (2009), Tadesse and White (2008), Bacarreza and Ehrlich (2006), Jansen and Piermartini (2005), 

Girma and Yu (2002), Head and Ries (1998), and Gould (1994). These studies indicate that migration has 

a significant impact on international (bilateral) trade, as the presence of migrants decreases trade and 

investment barriers. The validity of these findings is confirmed in a meta-analysis on the relationship 

between migration and trade (see Genc et al., 2012). Moreover, additional studies on the link between 

migration and international tourism have also shown a positive correlation between migration and 

international tourism, both on the basis of a meta-analysis and through case study research (see Gheasi et 

al. 2011). In contrast, the relationship between FDI and migration is special since they can be either 

substitutes or complements. Gera et al. (2004) argue that an increase in trade liberalization will increase 

immigration if FDI and immigration are complements. However, if migration and FDI are substitutes, 

either FDI or migration will take place, depending on relative factor prices.  Kugler and Rapoport (2007) 

take the latter view on FDI and immigration and find that, in the US, migration and FDI are 

contemporaneous substitutes and dynamic complements.  

                                                           
10

 Australia, Canada, China, France, Germany, Greece, India, Iran, Ireland, Italy, Jamaica, Japan, Malaysia, New Zealand, Pakistan, 

Poland, Portugal, South Africa, Spain, Sri Lanka, the Netherlands, and the United States.  
 
11 Australia, Bangladesh, Canada, China, France, Germany, Ghana, Greece, India, Ireland, Italy, Jamaica, Japan, Malaysia, New 

Zealand, Nigeria, Pakistan, Philippines, Poland, Portugal, South Africa, Spain, Sri Lanka, the Netherlands, the United States, 
Turkey, and Zimbabwe. 
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The relationship between migration and FDI is an under-investigated area.  A limited number of studies 

for example, Aroca and Maloney (2005), Tong (2005), Buch et al. (2006), Kugler and Rapoport (2007), 

Bhattacharya and Groznik (2008), Javorcik et al. (2010) and Federici and Giannetti (2010) have addressed 

this link, and they reported a positive and significant link between migration and FDI.  

Table 4-1: The effect of immigration on FDI in various empirical studies 

Study  Sample  Outward FDI 
 (elasticity) 

Inward FDI  
(elasticity) 

Tong (2005) Ethnic Chinese and FDI 
position between 70 
countries, 1990 

0.19*** 0.19*** 

Buch et al (2006) 16 German states; 1990-2000 0.01     (net stocks) 
0.48** (gross stocks) 

 0.06**  (net stocks) 
-0.10     (gross stocks) 

Kugler and 
Rapoport (2007) 

US outflows; 1990 and 2000 0.22*  (primary1) 
-0.56   (secondary2) 
0.44*** (tertiary3) 

NA 

Bhattacharya and 
Groznik (2008) 

Model A: US with 33 
countries; 1970, 1980, 1990 
and 2000 

0.33** NA 

Model B: US with 36 
countries; 1970, 1980, 1990 
and 2000 

0.42** NA 

Javorcik et al. (2010) US with 56 countries; 1990 
and 2000 

0.35*** & 0.42*** (stock) 
0.41*** & 0.52*** (tertiary3) 

NA 

***significant at 1%, ** significant at 5% and * significant at 10%.  

1 migrants with primary education 

2 migrants with secondary education 

3 migrants with tertiary education 

 

In this field of research, the skill-level of migrants again plays an important role. Highly educated 

immigrants generate economic dynamics that create new trade and market possibilities for both the 

receiving and the sending countries (World Bank 2006). So, in general, migration stimulates trade 

relationships between the sending and receiving countries (Ching and Chen 2000; Dunlevy and 

Hutchinson 1999; Münz et al. 2006; Rauch and Trindade 2002; White 2007).  In regard to the migration 

impact on FDI, Javorcik et al. (2010) have shown that the stock of US FDI abroad is positively correlated 

with the presence of migrants. Their study further indicates that the presence of migrants with a college 

education and of those with a higher education has a significant impact on FDI. It is interesting that a 

World Bank study shows that the outflows of FDI from the United States from a specific sector to a 

specific country are triggered by the existing share of laborers in that sector from that country (Aroca and 

Maloney, 2005). Next, Federici and Giannetti (2010) have also studied the link between migration and 

FDI, and they found a strong evidence of network externalities, which is mainly associated with the skilled 

diaspora. And finally, Buch et al. (2006) showed that German FDI outflows and migration inflows are 

strong complements. In conclusion, some fragmented statistical evidence is present on the relationship 

between migration and FDI. There is certainly a need for more solid empirical research. This will be 

presented with the next section. 

4.3. Estimation Approach  

The gravity model is the most commonly used model in the empirical literature to explain the variations in 

trade or investment between countries (see van Bergeijk and Brakman, 2010).  We will follow here the 
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standard gravity equation that typically links bilateral flows of some sort between two places to their 

combined economic size (masses) and (negatively) to the geographic distance. The term physical mass can 

according to Isard et al. (1998) be replaced by many other indicators, such as size of the economy, 

population, income level, GDP and so on. This model is commonly used to explain variations in trade, 

but it can also be used for an analysis of FDI (Blonigen, 2005).  

 The gravity model has been used for different spatial flow phenomena. For example, Karemera et al. 

(2000) used this model to test empirically determinants of international immigration and Porojan (2001) 

and Eaton and Kortum (1999) used this model to measure specific factors (technology, infrastructure and 

so on) in international trade, while Tong (2005), Javorcik et al. (2010) and Buch et al. (2006) used the 

gravity model to study the link between migration and foreign direct investment. Bhattacharya and 

Groznik (2008) employed the gravity model with cross-section dummy variables in studying the effect of 

migration on investment. The dummy variables approach for each partner country in Bhattacharya and 

Groznik (2005) avoids the need for strong theoretical underpinnings. We do not apply in our study cross-

section dummies, because we aim to explore the effect of migrants on total investment positions, which 

requires data on the total number of migrants living in the UK. Therefore, an application of cross-section 

dummies is not a useful approach in our study.   The general specification is: 

            (1) 

where, FDIit is the UK’s outward FDI to (or inward FDI from) country i at time t; Mit denotes the stock 

of immigrants by foreign nationality from country i living in the UK at time t, while  Xit represents a 

vector of variables that influence bilateral FDI between the UK and partner country i at time t. The 

gravity equation that we use to measure the impact of migration on the volume of FDI (inward and 

outward) is now: 

𝑙𝑛𝐹𝐷𝐼(𝑈𝐾−𝑖)𝑡 = 𝛽0 +  𝛼1𝑙𝑛𝑌𝑖𝑡 + 𝛼2 𝑙𝑛𝑀𝑖𝑡 + 𝛼3𝑙𝑛𝑃𝑖𝑡 + 𝛼4𝑙𝑛𝐷𝑈𝐾−𝑖 + 𝛼5𝐼𝑖𝑡 + 𝛽1𝐶𝑜𝑚𝑚𝑖 +

∑ 𝛾𝑡𝐷𝑡 + 휀𝑖𝑡
7
𝑡=1                     (2) 

 

where, all variables are measured in natural logarithms, apart from Iit (Institutional quality) and the dummy 

variables. The dependent variables (FDI(UK-i)t ) are the inward and outward stock of FDI to and from 

the UK. The explanatory variables are defined as follows: Yit is GDP per capita12 of country i in constant 

US$ at time t; Mit is the stock of immigrants by nationality from country i living in the UK at time t; Pit is 

the total population of country i at time t; DUK-i  is the geographical distance between the UK and 

country i; Iit presents the institutional quality in country i13 at time t. The latter variable is incorporates 

information on voice and accountability, political stability, government effectiveness, regulatory quality, 

rule of law, and control of corruption (see for details Kaufmann et al. 2009). Dt is a time-dummy variable 

and Commi is a dummy variable taking the value of 1 for Commonwealth countries and 0, otherwise.  

As model (2) does not take account of the endogeneity of the stock of immigrants with respect to the 

inward and outward stocks of FDI from and to the UK, we adopt here an instrumental variable approach 

to cope with the causality problem. For the choice of instrumental variables, we follow Javorcik et al. 

(2010), and we use the cost of obtaining a national passport in the original country i, normalized by the 

country’s GDP per capita. McKenzie (2007) finds that higher passport costs are associated with outward 

immigration.  In addition, we also use the 10-year lag of the total stock of migrants from each country 

                                                           
12

 Total population and GDP per capita of origin countries are used to capture the potential market size. 
13 This variable refers to the UK for the inward flows of FDI.  

( , )it it itFDI f M X
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living in the UK. The 10-year lag of stock of migrants is normalized by total population of each country at 

that time. Moreover, we introduce a dummy variable for Islamic countries, which takes the value of 1 if 

the country is an Islamic country and 0, otherwise14.  

4.4. Data Sources  

In our study we used data from different sources. We use the World Development Indicators from the 

World Bank for GDP per capita at a constant US dollar value, and total population.  GDP per capita and 

total population are used to estimate the potential market size. Next, our bilateral FDI and migration (the 

stock of foreign population by nationality) cross-section model was estimated for the UK, with 27 

countries for outward FDI and 22 countries for inward FDI15, using the OECD online database.  FDI 

stocks were obtained from the OECD International Direct Investment Statistics Yearbook 2001-2007, 

while the stock of migrants (foreign population by nationality) has been obtained from the OECD 

international migration database for the years 2001-2007. Moreover, we also used the education level of 

immigrants from the OECD Database of immigrants and expatriates. This database identifies migrants by 

country of birth and also identifies whether they have a low (non-completed secondary school), medium 

(completed secondary school) or high (tertiary) educational attainment. These data are available only for 

one year (2001), but we used it to analyse the impact of immigrants’ education on FDI investments during 

the years after. We used high and low education of immigrants in our analysis.  

The institutional variable which represents the quality of the business climate is measured by using the 

average of voice and accountability, political stability, government effectiveness, regulatory quality, rule of 

law, and control of corruption from the ‘governance matters’ indicator developed by Kaufmann et al. 

(2009). The indicator ranges from 2.5, the highest quality of governance, to -2.5, the lowest. Our 

geographical distance is measured in kilometers and taken from the www.cepii.fr website. This database 

provides relevant information, such as colonial ties, geographical distance and language etc.  

The costs of a passport were derived from McKenzie (2007). This information is normalized by GDP per 

capita in the origin country. The passport cost for Zambabwe was taken from the Co-home Ministry, and 

for Iran from Wikipidia (biometric passport). As indicated by McKenzie (2005), the costs of a passport 

can be a barrier to outward migration. We also used a 10-year lag of stock of migrants from various 

countries living in the UK. Meanwhile, for some countries16 where data on the stock of migrants were not 

available for the year 1992, we used the stock of migrants for year 2001 instead. Javorcik et al. (2010) 

indicated that history of migration matters to encourage future flows; it is normalized by total population 

in the  source country. We have a dummy variable taking the value of 1 for Commonwealth countries, and 

0, otherwise. This variable is used to capture the language effect as well as the colonial tie between the UK 

and country i. 

 

 

 

 

                                                           
14

 The Islamic dummy is relevant, since in most Islamic countries women face restrictions on foreign travel. Clearly, 
this may be one of the many barriers and cannot explain the overall restrictions on travel in several  Islamic 
countries. 
15 Refer to footnote 1 and 2 for more information about the countries. 
16 Ghana, Nigeria, Poland and Zimbabwe.  

http://www.cepii.fr/
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4.5. Empirical Results 

4.5.1. OLS results 

The data described in Section 4.4 were used as an input for an OLS regression analysis. The empirical 

results of this regression are presented in Table 4-2. The OLS results for inward FDI show that the model 

explains 77 and 82 percent of the variance in the error terms in both columns (I and II), respectively. The 

OLS results for the outward FDI stock explain 70 and 77 percent of the variance in both columns (III and 

IV), respectively. Hence, unobserved factors play a somewhat greater role in outward FDI than in inward 

FDI. 

The estimated coefficients appear to have the theoretically expected signs. The most important link on the 

stock of immigrants is positively related to the outward stock of FDI and it is significant at a one percent 

significance level. This means that if the stock of immigrants (from the 27 countries considered) living in 

the UK increases by one percent, the outward FDI investment from the UK will increase by approx 0.61 

percent. However, there is no significant relationship between the stock of immigrants and the inward 

stock of FDI, as appears from our OLS empirical results (column I). This shows that the stock of 

migrants has no significant effect on the total inward FDI from their country of origin to the UK. 

It is often suggested that education matters in the impact assessment of migrants. And therefore, we 

included the education level of immigrants living in the UK. Our results show that immigrants with a 

higher education have a positive impact on both the inward and outward stock of FDI, respectively. We 

find that a one percent increase in the number of immigrants with a higher education from a source 

country into the UK, increases ceteris paribus the outward stock of FDI by 1.26 percent, while a one 

percent increase in the stock of immigrants with a higher education raises the inward stock of FDI by 1.47 

percent, respectively. Thus, higher educated migrants have a higher impact on inward FDI to the UK. The 

presence of educated migrants in the UK apparently reduces the transaction cost of FDI in both 

directions. This is a rather robust finding, because other studies (see e.g.  Javorcik et al., 2010) have also 

found some evidence that migrants with a higher education have a larger effect on FDI, while Guellec and 

Carvantes (2001) showed that sometimes FDI may flow to countries where there is already skilled labor 

available. They present as an empirical example Israel and India. At the same time, Ivlevs (2006) indicates 

theoretically that the presence of high-skilled immigrants may cause inward FDI flows to the host country. 

Our results show that for migrants with a lower education, a one percent increase in the number of lower 

educated migrants in the UK is associated with a 0.71 and 0.43 percent decrease in both directions of FDI 

(inward and outward), respectively.   

The impact of the total population of the origin country, which is used to measure the market size, is 

positively related to the inward and outward FDI and it is significant at one percent in all columns, 

respectively. This means that the UK receives FDI and invests more in countries with large markets (in 

terms of population). Besides, the GDP per capita of country i (a proxy for purchasing power) is 

positively related to both the inward and outward stock of FDI, and it is significant at a one percent level 

in both directions of investment, respectively. This means that the higher the GDP per capita of the 

country of origin, the higher the investment in the UK and the more FDI investment they acquire from 

the UK. 

The geographical distance between the UK and the origin countries plays a significant role in the inward 

and outward FDI to and from the UK. Our empirical results show that geographical distance is significant 

at a one percent level and is negatively related to both directions of FDI, respectively. Furthermore, some 

recent studies indicate that a larger geographical distance represents a greater cultural distance and thus, 

higher communication and information costs (see Buch et al., 2005).  
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Table 4-2: OLS results (dependent variables = inward and outward FDI) 

 Inward FDI to the UK Outward FDI from the UK 

 I II III IV 

Stock of immigrants -0.114(0.186)  0.609(0.138)***  

Immigrants with higher 

education 

 1.468 (0.221)***  1.263 (0.133)*** 

Immigrants with lower 

education 

 -0.706 (0.154)***  -0.431 (0.082)*** 
 

Population of country i 1.235(0.104)*** 0.870(0.125)*** 0.204 (0.077)***  0.199 (0.052)*** 

GDP per capita of 

country i 

2.526 (0256)*** 1.869 (0.277)*** 0. 675(0.098)*** 0.541 (0.099)*** 

Geographical distance  -1.034 (0.145)*** -0.869 (0.162)*** -0313 (0.110)*** -0.479 (0.110)*** 

Institutional quality -0.517 (0.376) -0.108 (0.334) 0.550(0.184)***  0.476 (0.177)*** 

Commonwealth  2.528 (0.477)*** 1.267 (0.541)** 0.418 (0.238)* 0.020 (0.249) 

Intercept -27.529(4.518)*** -25.742(3.833)*** -5.464(2.751)** -4.64(1.854)** 

Nr of observations 154 154 189 189 

Nr of countries 22 22 27 27 

R-square 0.775 0.816 0.698 0.771 

Time-dummy Yes Yes Yes Yes 

Robust standard errors are given in parentheses. Legend: ***significant at 1%, ** significant at 5% and * significant at 10%.  
 

The variable referring to institutional quality appears to be positively related to the outward and it is 

significant at a one percent level for outward FDI. For the inward FDI investment, we used the UK 

institutional quality. Our results show that this variable is significant and positively related to inward FDI. 

This is robust, as all previous studies also reported a positive and significant link between institutional 

quality and FDI. In addition, Wie (2000) and Habib and Zurawicki (2002) showed that corruption 

significantly reduces the inflows of investment, because poor quality of institutions that are necessary for 

the well-functioning of business increases the cost of doing business and thus, reduces FDI.  

The dummy variable for Commonwealth countries is significant at different levels and positively related to 

both directions of FDI, respectively.  This variable has a larger impact on inward FDI than an outward 

FDI. This indicates that the UK attracts more FDI from Commonwealth countries in comparison with 

the UK’s investments in Commonwealth countries. 

4.5.2. Instrumental variables results  

It should be noted that FDI might also impact on migration flows. Thus, the above results from the OLS 

regression analysis may be biased and inconsistent, because of hidden endogeneity. In order to improve 

the above estimation results, we test the data for possible endogeneity of explanatory variables and 

unobserved heterogeneity.  Therefore, we use an instrumental variables (IV) technique to test the possible 

endogeneity between the stock of foreign population by nationality living in the UK, education level of 

immigrants (immigrants with higher education (tertiary level) and immigrants with lower education) and 

the FDI (inward and outward direction).  The education levels of immigrants are both incorporated in one 

regression based on instrumental variables. We followed the work by Javorcik et al. (2010) and used as 

instrumental variables, mentioned in the data section.  
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Table 4-3: The first stage of IV estimation (Dependent variable = the stock of immigrants in the UK) 

 
Stock of migrants 

Migrants with higher 
education 

Migrants with lower 
education 

 Inward 
(I) 

Outward 
(II) 

Inward 
(III) 

Outward 
(IV) 

Inward 
(V) 

Outward 
(VI) 

Passport cost - 0.144 
(0.091) 

0.087 
(0.023)** 

-0.0098 
(0.0703) 

0.103 
(0.047)** 

0.219 
(0.124)* 

0.047 
(0.042) 

Share of migration to 

the UK in origin 

country population 

(10-year lag) 

 0.156 
(0.010)*** 

 0.138 
(0.0092)*** 

0.1543 
(0.0078)*** 

0.117 
(0.0088)*** 

0.244 
(0.016)*** 

0.254 
(0.012)*** 

Islamic country -0.319 
(0.121)*** 

- 0.488 
(0.107)*** 

-0.097 
(0.093) 

-0.663 
(0.137)*** 

-0.690 
(0.224)*** 

-0.082 
(0.239) 

Shea partial R-square 0.452 0.382 0.045 0.0724 0.027 0.1156 

Centered R-square 0.598 0.521 0.758 0.484 0.670 0.659 

F test 175.34 35.49 144.60 49.19 121.96 128.66 

P-value  0.000 0.000 0.000 0.000 0.000 0.000 

Nr of observations 154 189 154 189 154 189 

Time-dummy Yes Yes Yes Yes Yes Yes 
Robust standard errors are given in the parentheses. Legend: ***significant at 1%, ** significant at 5% and * significant at 10%. 

Estimated parameters of other explanatory variables are not reported here. Details are available on request 

As Table 4-3 shows, the instrumental variables are performing well and they explain significant parts of 

the stock of immigrants (both educated and non-educated). The under-identification test (Hansen test) in 

the second stage (Table 4-4) demonstrates that our estimation suffers from a weak instrument problem. 

This is probably relates to the fact that we estimated both FDI inward and outward and migration in 

stock. The 10-year lag of stock of migrants normalized by total population of source country in the same 

year has the expected positive sign and it is statistically significant at one percent for the stock of migrants. 

This means that history of migration to the UK matters for the future inflow of migrants from countries 

considered in our analysis. However, the passport cost is positively related with the presence of 

immigrants for outward FDI, but for inward FDI it is almost negatively related. This is may be due the 

fact that most of the countries we used in our database are countries (apart from Turkey), where actual 

passport costs are not very prohibitive.  

The dummy variable for Islamic countries has the expected negative sign, and it is mostly statistically 

significant (column I, II, IV, and V). This shows that the outward migration from Islamic countries is less 

than from non-Islamic countries. This may be due to our previous17 justification regarding female 

travelling from Islamic countries.  

As we can see from the second stage of our IV estimation (see Table 4-4), the stock of immigrants 

(obtained via the first stage of IV estimation) is positively related to outward FDI, and it is statistically 

significant. This means that the stock of migrants living in the UK is a good predictor for the UK 

investment in the countries considered in our analysis. A ten percent increase in the total stock of 

migrants is associated with a 0.33 percent increase in outward FDI from the UK.  This is finding is 

supported by other studies: Javorcik et al. (2010) found from US data that a one percent increase in the 

stock of migrant from a certain country is associated with 0.35 to 0.42 percent increase in outward FDI 

from the US.  

                                                           
17 See Section 4, footnote 6. 
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Table 4-4: second stage of IV specification results (dependent variables = inward and outward stock of FDI) 

 Inward FDI to the UK Outward FDI from the UK 

 I II III IV 
Stock of immigrants -0.110 (0.232)  0.330 (0.130)**  
Immigrants with higher education  2.937 (1.209)**  1.1003 (0.377)*** 
Immigrants with lower education  -1.607 (0.828)**  -0.410 (0.196)** 
Population of country i 1.235(0.099)*** 0.554 (0.305)*  0.228  (0.069)*** 0.216 (0.044)*** 

GDP per capita of country i 2.526(0.245)*** 1.191 (0.701)*  0.683  (0.098)*** 0.568 (0.099)*** 

Geographical distance  -1.032(0.140)*** -0.874(0.202)*** -0.397 (0.107)*** -0.504(0.117)*** 

Institutional quality -0.518(0.360) 0.281 (0.573)  0.531  (0.177)*** 0.457(0.178)** 

Commonwealth  2.526(0.441)*** 0.386 (1.036)  0.517  (0.219)** 0.153(0.225) 

Intercept -27.575(4.666)*** -20.22 (5.64)*** -0.701 (2.806) -2.072 (2.104) 

Centered R2 0.775 0.764  0.692 0.769 
Hansen  test 14.827 12.431 10.072 10.302 
Prob>chi2 0.0006 0.0004 0.0052 0.0013 
Nr of observations 154 154 189 189 
Time-dummy Yes Yes Yes Yes 
 Robust standard errors are given in the parentheses. Legend: ***significant at 1%, ** significant at 5% and * significant at 10% 
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The IV regression shows a robust result for the stock of immigrants with higher and lower education level 

in both directions of FDI in Table 4-4, respectively. This means that the higher the education level of 

immigrants living in the UK, the more effect they have on both directions of FDI, respectively. This 

finding is robust, and confirms the findings of Javorcik et al. (2010) and Docquier and Lodigiani (2008), 

who have also found evidence that the effect of migrants with higher education is larger.  In conclusion, 

our main finding is that education matters for the impact of migrants.  

4.6. Concluding Remarks 

The purpose of this paper was to study the link between the stock of migrants in the UK and FDI (inward 

FDI and outward FDI). Previous studies have also suggested a linkage between migration and FDI. 

However, the linkage between the stock of migrants and FDI (inward and outward) to and from the UK 

has according to our knowledge not been previously explored. We used panel-pooled data for 22 

countries for inward FDI and 27 countries for outward FDI during the period 2001 to 2007.  We also 

applied an instrumental variable approach to take into account the potential simultaneity between 

migration and FDI. 

Our results show that the UK FDI abroad is positively related with the presence of migrants from a 

particular country. This result is plausible and in line with previous studies, which also found that, the 

stock of migrants in the host country serves as an important channel of information between host and 

origin country. The statistical results did not show a significant impact of migration on inward FDI to the 

UK. However, our findings further demonstrate that the presence of migrants with a higher education has 

a strong and positive effect on FDI investment in both directions. This means that educated migrants 

tend to have a positive effect on the economic integration of their country of origin with the host country 

and the global economy. Moreover, our result also demonstrates that international networks in the sphere 

of human capital have reinforcing impacts on networks in terms of capital flows. This holds particularly 

for highly educated people. For poorly educated people a different mechanism seems to dominate. The 

negative impact of education level and skill level on FDI indicates that large numbers of poorly educated 

and low-skilled migrants flowing into a country suggest that the sending country is not an attractive place. 

 

Source: Gheasi, M., Nijkamp, P., and Rietveld, P (2013) Migration and foreign direct investment: 

education matters. The Annals of Regional Science, 51, 73-87. 

http://link.springer.com/journal/168
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CHAPTER 5: THE IMPACT OF IMMIGRATION ON 
INTERNATIONAL TRADE: A META-ANALYSIS 

5.1. Introduction   

The rapid growth in the foreign-born population in many OECD countries in recent decades has 

prompted considerable research on the socio-economic impacts of immigration. Among this research 

activity there have been a number of econometric studies conducted since the 1990s that suggest that 

immigration has a statistically significant positive impact on merchandise trade, starting with Gould 

(1994). Such a result is theoretically plausible because of both macro and micro considerations. 

 

At the macro level, it can be argued that immigration-induced population growth increases aggregate 

demand and output, which – in turn – increases the demand for imports. Exports may increase as well if 

the presences of immigrants in export industries lowers unit production costs or if immigration enhances 

the international competitiveness of the host country more broadly (e.g. through greater labor mobility 

and lower prices). At the micro level, immigrants may be expected to have ongoing links with the home 

country that can help businesses in the host country to develop networks that can facilitate exporting to, 

or importing from, the migrant home country. Immigrants also have a good understanding of the 

institutional and legal arrangements in their home country and, where their native language is different 

from that of the host country, they can improve communication in trading relationships. Having migrants 

involved in trade can also enhance the trust in the business relationships between the home and host 

countries. At the same time, migrants often have a preference for certain goods (particularly, but not 

exclusively, food items) from the home country. Over time, demand for such goods increases among the 

host population as well through a ‘demonstration effect’ (e.g. ethnic restaurants). 

 

The trade facilitation effect of migration applies to both imports and exports, while the ‘home preference’ 

effect applies only to imports. The balance of these effects could therefore boost imports more than 

exports, if the trade facilitation effect would be ‘symmetric’. However, if migrants play a key role in 

expanding exports to their home country, while there are import barriers in the form of tariffs in place in 

the host country, the impact of immigration on host country exports may exceed that on imports. Most 

studies to date have focused on developed host nations18. It is clear that, bilaterally, the increase in trade 

due to immigration applies to the migrant home country as well, whereas the balance of trade effect would 

be the opposite of that in the host country. 

 

Estimated magnitudes of effects of international migration on trade vary considerably across several 

applied studies. Because most studies have adopted broadly the same model specification, a log-linear 

gravity model of export and import flows augmented with the logarithm of the stock of immigrants from 

specific source countries as an additional explanatory variable, the resulting elasticities are broadly 

comparable and yield a set of estimates that is well suited to meta-analysis. We therefore compile and 

analyze in this paper the distribution of import and export elasticities of immigration across 48 studies that 

yielded some 300 estimates19. A smaller meta-analysis of 24 papers, yielding 184 estimates, was published 

recently (Lin 2011). Besides having a larger sample, the present meta-analysis differs in a number of 

fundamental ways from Lin (2011). Firstly, we consider imports and exports separately where possible. 

                                                           
18

 This study by Cavarire Bacarezza and Ehrilich (2006) on Bolivia is a rare exception 
19

 This literature continues to expand. We are aware of at least the following papers that became available after the completion of 

our data set: Parsons (2011), Bowen and Pédussel-Wu (2011), Egger et al. (2011) and Bratti et al. (2011). The findings of these 
recent papers generally reinforce rather than contradict the present meta-analysis. 
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Secondly, we use ‘best-practice’ maximum likelihood estimation that accounts for: (i) unobserved 

heterogeneity; (ii) differences between ‘within-study’ and ‘between-study’ variation; and (iii) explicit 

modeling of publication bias similar to Ashenfelter et al. (1999) and Nijkamp and Poot (2005)20. Thirdly, 

using reported sample means of migration and trade in the primary studies, we convert non-elasticities to 

elasticities where possible. 

 

Most empirical studies focus on merchandise data and few have explicitly considered trade in services, 

although some studies have been conducted on the impact of immigration on outbound and inbound 

tourism (e.g. Law et al. 2009, Gheasi et al. 2011). Others have looked at the effect of immigration on 

Foreign Direct Investment (e.g. Kugler and Rapoport 2007, Javorcik et al. 2010, Nijkamp et al. 2011). 

However, in the present paper the focus is predominantly on merchandise trade. Several authors have 

considered a distinction between differentiated consumer goods and undifferentiated producer goods 

(such as raw materials). It is plausible that for more ‘complex’ commodities migrants can play a more 

important role in trade facilitation. The meta-analysis in fact confirms that the migrant elasticities of trade 

are less for homogeneous goods. 

 

The next section provides a short narrative review of the salient literature and also motives the use of 

meta-analysis as an effective means of quantitatively synthesizing this literature. Section 5.3 describes how 

the meta-analytic dataset of 300 estimates (also referred to as ‘effect sizes’) derived from 48 studies has 

been put together. Section 5.4 provides a first exploration of the data by means of descriptive statistics. 

Meta-regression models are discussed in Section 5.5. Section 5.6 sums up.    

5.2. Literature Review 

There is a relatively large literature that considers the two-way interaction between international trade and 

international migration (reviewed in e.g. Poot and Strutt 2010, White 2010, and White and Tadesse 2011). 

Of the studies that focus on the impact of migration on trade, most suggest that migration increases 

bilateral trade21. The trade facilitation literature makes it clear that the costs of international trade are not 

only determined by factors such as geographical distance and physical infrastructures, but that there are 

also other fixed costs, for example the cost of obtaining general skills in trading, specific knowledge of the 

foreign markets, foreign language ability, trust etc. The employment of immigrants may reduce such costs. 

Immigrants have a comparative, if not absolute, advantage in gathering and conveying reliable information 

about foreign markets in which institutional systems (formal and informal), language and culture differ 

significantly from the host country. Such markets can be the migrant’s home country but can also include 

of course countries that are culturally very similar to the migrant’s home country. 

 

While migrants can reduce the cost of international trade by using their knowledge of language, customs, 

and laws to conduct business with their country of birth or similar countries, they also impact on 

international trade through the consumption (imports) channel, because immigrants have preferences in 

favor of the products of their country of birth, and their incomes in the host country give them sufficient 

purchasing power to afford those goods. Moreover, the presence of foreign-born entrepreneurs may 

boost the availability of such goods (Bratti et al., 2011). However, migration may also create incentives for 

domestic firms to produce relevant substitutes (see e.g. Dunlevy and Hutchinson 1999, Girma and Yu 

2002). 

                                                           
20

 Lin (2011)’s meta-regression models were estimated with OLS, with observation weights in some specifications based on the 

journal ranking and the number of estimates obtained from each study. 
21

 Of the 48 studies listed in Table 5-1, 30 report exclusively positive estimates. Among the 18 other studies, only 4 report 

negative mean estimates. 
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It should be noted that conventional neoclassical trade theory (like Heckscher-Ohlin) predicts that 

migration and trade are substitutes but the empirical evidence summarized in this paper suggests that 

complementarities between migration and trade dominate (see also e.g. Nana and Poot 1996; Gaston and 

Nelson 2011; Bowen and Pédussel-Wu 2011). In any case, the growth in both trade and migration in 

recent decades suggests that the traditional theory of trade probably cannot accurately capture the 

complete relationship between migration and trade (Lewer and Van den Berg, 2009). In practice, the 

influence of immigration on trade flows has been primarily estimated through the gravity equation. It is 

therefore important to discuss briefly the gravity model in the next sub-section.   

 

5.2.1. The gravity model 

The gravity model of bilateral trade, first introduced by Tinbergen (1962) and Pöyhönen (1963), has 

withstood the test of time and remains the most popular model to explain international trade patterns. 

Despite the theory of gravitational forces originating in physics as Newton’s law (which states that the 

gravitational attraction exerted on an object by a body, declines with the (squared) distance between the 

objects attracted and is proportional to the masses of the bodies), this gravity theory has been long 

recognized for its consistent empirical success in explaining different types of flows in economics, such as 

migration, commuting, shopping trips, tourism, and trade. With respect to trade, the model assumes that 

the amount of trade between two countries is increasing in the economic size of the countries (measured 

by their national income) and decreasing in the cost of transportation between them (measured by 

geographical distance). 

 

   𝐹𝑖𝑗 = G
𝐸𝑖𝐸𝑗

𝐷𝑖𝑗
2                                                            (1) 

 

in which Fij is the trade (exports, imports, or gross trade) between countries (or regions) i and j; Ei is the 

‘economic mass’ (e.g. GDP) of i; Ej is the economic mass of j; Dij is the distance between i and j; and G is 

the gravitational constant. According to this equation trade is always positive and balanced. Based on 

equation (1) the elasticities of trade with respect to Ei and Ej are identical and equal to 1, while the 

elasticity of trade with respect to Dij is -2. Various regression methods have been proposed to estimate 

these elasticities (with an OLS regression of a log-linear transformation of (1) being the simplest), 

combined with some accounting for zero trade flows22. However, these coefficients may not yield in 

practice precisely the above-stated values. In fact most applications find much smaller elasticities for Ei, Ej 

and Dij. 

 

The gravity model has a rather high explanatory power, which makes it an attractive specification to test 

the marginal influence of additional explanatory variables. The popularity of this model increased since 

some theoretical justifications have been formulated by e.g. Linnemann (1966), Anderson (1979), 

Bergstrand (1985), Nijkamp and Reggiani (1992), Deardorff (1998) and Helpman et al. (2008). 

 

The influence of immigration on international trade has been estimated primarily through a log-linear 

gravity model of export and import flows augmented with the logarithm of the stock of immigrants from 

specific source countries as an additional explanatory variable. Hence we focus in our meta-analysis on 

studies that are estimating ‘gravity-like’ equations with migration as an explanatory variable. The standard 

                                                           
22

 Such as: discarding these observations; adding “1” to the observed volume of trade; treating zero trade as corner solution and 

use Tobit estimation; using a Heckman-type sample section model; estimating the model in non-linear form by means of Poisson 
Pseudo-Maximum Likelihood. 
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gravity equation specification for testing the impact of migration on trade between country i and country j 

is:     

 

𝑙𝑛𝑀𝑖𝑗 = 𝛼0 + 𝛼1𝑙𝑛𝐼𝑖𝑗 + 𝛼2𝑙𝑛
𝑌𝑖𝑌𝑗

𝑌𝑤
+ 𝛼3𝑙𝑛𝐷𝑖𝑗 + ∑ 𝛼𝑘

𝐾
𝐾=4 𝑙𝑛𝑍𝑖𝑗

𝑘 + 휀𝑖𝑗                 (2) 

  

𝑙𝑛𝑋𝑖𝑗 = 𝛽0 + 𝛽1𝑙𝑛𝐼𝑖𝑗 + 𝛽2𝑙𝑛
𝑌𝑖𝑌𝑗

𝑌𝑤
+  𝛽3𝑙𝑛𝐷𝑖𝑗 + ∑ 𝛽𝑘

𝐾
𝐾=4 𝑙𝑛𝑍𝑖𝑗

𝑘 + 𝛿𝑖𝑗              (3) 

 

where,  

Mij is imports into migrant host country j, originating from migrant source country i 

Xji is exports from migrant host country j into migrant source country i 

Iij is the number of immigrants of country i living in country j (or their share of population) 

Dij is a measure of the distance between countries i and j 

Zkij represent k other explanatory variables  

ij and ij are stochastic error terms; k and k are the parameters to be estimated (k=0,1,...,K)   

 

Recent empirical studies show a variety of amendments of the basic gravity equation, many of which are 

explicitly considered in the meta-analysis. Such studies have also incorporated other determinants of trade, 

such as language similarity, colonial ties, access to coastlines, prices or exchange rate, adjacency and trade 

agreements. Most studies confirm that language, colonial ties, borders and access to coastlines have effects 

on bilateral trade between countries. Moreover, distance enters the bilateral trade equation in most studies 

with a negative sign, which is almost always statistically significant, despite the inclusion of a multitude of 

other dependent variables. 

 

In the present study we are interested in obtaining and understanding the distribution of the estimated �̂�1 

and �̂�1. We distinguish between import and export elasticities, because for any given host country the 

impact of immigrants on exports may differ from that on imports. In the literature, the impact on  exports 

is considered more frequently than the impact on imports. From the 48 studies we used for our meta-

analysis, we extracted 284 elasticities for exports and 229 elasticities for imports. Before discussing the 

insights from the meta-analysis, we will first briefly review this approach to the quantitative synthesis of 

empirical research results.  

 

5.2.2. Introduction to meta-analysis 

Meta-analysis is an increasingly popular and valuable tool to offer a statistical synthesis of quantitative 

studies that address largely the same impact question. One objective of meta-analysis is to test whether the 

pooling of study results that are individually inconclusive regarding a particular effect, may be able to 

jointly reject the null hypothesis of no effect (e.g. Stanley, 2001). Alternatively, meta-analysis may provide 

a stylized average quantity in a popular area of investigation, such as the price elasticity in the demand for 

gasoline or the rate of convergence of income across regions or countries. More importantly, meta-

analysis aims to explain the observed variation in estimates across studies. Meta-analysis was initially 

applied in the medical and natural sciences to compare and synthesize quantitative impact results. 

Nowadays, this method is applied in many different research fields in economics (see Doucouliagos and 

Stanley, 2011). For example: Nijkamp and Vindigni (2000) studied agricultural sustainability in several 

countries; Longhi et al. (2005) studied the impact of immigration on wages; Brander et al. (2007) studied 

eco-tourism; Cipollina and Salvatici (2010) studied the impact of trade agreements on trade flows; Card et 
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al. (2010) carried out an analysis of evaluations of active labor market policy; and in 2005 the Journal of 

Economic Surveys devoted a whole special issue (Vol. 19, No.3) to this approach. 

 

Meta-analysis can produce interesting summary results when empirical findings reported in original 

research publications differ in magnitude and sometimes even in direction. Nonetheless, meta-analysis has 

also limitations. Clearly, the extraction of results from different studies may not always be an effective 

substitute for decision makers to carrying out actual case studies specific to their own situation 

(Holmgren, 2007). Furthermore, the presence of publication bias is often a source of concern. This can 

arise when results that are not statistically significant or ‘contrary to expectation’ are less likely to be 

reported in journals and books, and more likely to be discarded by the researcher. The extent to which the 

results of papers formally published in books and journals differ from those in unpublished reports, and 

the extent to which there appear to ‘missing’ results among all those reported is explicitly considered in 

the present paper. 

 

While the points made above suggest that scientifically sound meta-analysis of a wide range of empirical 

research findings on a specific issue in economics is challenging, the number of applications has been 

growing fast and a set of procedures and software has evolved that have become established practice23. 

These procedures take into account that in the empirical literature on a particular issue in economics there 

is unlikely to be homogeneity of effect sizes. The hypothesis that there is a single ‘true’ effect that 

underlies every study is unlikely to be correct. Instead there is both observed and unobserved 

heterogeneity. Observed heterogeneity can be accounted for by running meta-regression models in which 

study characteristics explain some of the variation in study outcomes. Various meta-regression models 

have suggested in the literature. We will estimate and compare several such models to gauge the 

robustness of the main findings. 

 

The most common meta-regression model is a weighted least squares (WLS) approach, with the weights 

variable being equal to the reciprocal of the estimated variances of the individual effect sizes. If no study 

characteristics matter and there is no unobserved heterogeneity, a WLS regression is run of the elasticities 

on a constant term only. The resulting estimated constant term is identical to a simple weighted average of 

the elasticities and referred to as the Fixed Effect (FE) estimator24. If it is assumed that the observed study 

characteristics account for all heterogeneity, the FE can be extended by a WLS regression with study 

characteristics as explanatory variables. However, the FE estimator assumes absence of unobserved 

heterogeneity. In the presence of unobserved heterogeneity, the Random Effects (RE) model is a more 

appropriate choice, because a random effects model considers both between-study and within-study 

variability and assumes that the studies are a random sample from all possible studies (Sutton et al., 2000). 

When combining the RE model with the use of a set of deterministic observed study characteristics, a 

regression model results that can be estimated with the Restricted Maximum Likelihood (REML) 

approach proposed by Harbord and Higgins (2000). 

 

One issue that needs addressing is that most studies yield multiple estimates. The presence of more than 

one estimate per study can be problematic, because the assumption that multiple estimates obtained from 

the same study are independent is too strong. Furthermore, counting all estimates equally would tend to 

give too much weight to studies with many estimates (Stanley, 2001). There are different solutions in the 

literature to address this problem. Jarrell and Stanley (1990) used dummy variables for each study that 

provided more than one observation and Disdier and Head (2008) used a panel specification. In our meta-

                                                           
23

 We use a set of procedures developed in Stata, see Sterne (2009). 
24 This is a different concept from the fixed effects estimator in panel regression models. 
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regression estimation, we take account of this issue by using a clustered approach with some estimators, in 

which each study represents one cluster, irrespective of the number of estimates the study generated. 

Before applying such procedures to the available estimates of the impact of migration on trade, we first 

describe in the next section the meta-analytic database. 

 

5.3. Data 

In order to acquire a representative set of journal articles, we selected from various economic literature 

databases all refereed articles that contain an estimation of a gravity model of trade in which immigration 

has been included as an explanatory variable. While only publications written in the English language were 

selected, we do not expect this to be a source of bias in the present application. Papers were selected also 

via extensive search by means of Google Scholar; in this way, we obtained also a large number of 

downloadable relevant working papers that are not (yet) published in academic journals. We also used the 

technique of snowballing, viz. carefully scanning through the references of the already included studies. It 

is noteworthy, that there is a high degree of comparability of results between the published and 

unpublished papers in our database. As will be shown in the next section, the distributions are very similar 

although the mean impact of migration on trade is somewhat larger in the unpublished papers than in the 

refereed journal articles. 

 

Our final sample consists of 48 papers (31 published in academic journals, 1 in a book, and 16 working 

papers or unpublished studies). These yielded up to 600 regressions from which the migrant elasticity of 

exports and/or imports could be derived, half of these representing equation (2) and half representing 

equation (3). However, some authors focused only on exports while others focused only on imports. 

Moreover, the studies by Rauch and Trindade (2002) and by Felbermayr et al. (2008), which is an 

extension of the work by Rauch and Trindade, did not yield estimates that were comparable with those of 

the other studies, even after converting the reported coefficients into elasticities25. Consequently, the final 

dataset included 233 elasticities for exports and 178 elasticities for imports26. Table 5-1 lists the studies, the 

countries to which the analysis pertains, the number of equations (2) and (3) provided by each study, and 

whether the data refer to national of sub-national levels of trade. 

 

Almost all studies utilize data from the post 1980 period. The exceptions are Gould (1994) who used US 

data 1970-1986; Bruder (2004) who used German data 1970-1998, and Dunlevy and Hutchinson (1999) 

who used historical US data between 1870 and 1980. The difference between elasticities obtained from 

earlier data and more recent data is tested in the meta-regression models of section 5.5. 

 

 

 

 

 

 

 

                                                           
25

 The regression equations estimated by Rauch and Trindade (2002) and Felbermayr et al. (2008) focus on particular migrant 

groups (predominantly the Chinese), and estimate the impact of the global ethnic network on global bilateral trade. The reported 
coefficients compare the case of the existing global network with the case of a complete absence of such a network. Most other 
studies focus on bilateral trade from a host country perspective and provide an elasticity that can be interpreted as the percentage 
change in trade when the number of immigrants increases by 1 percent from the current mean level. 
26 After considering the entire distribution, four outlier estimates were removed: one each of Grima and Yu (2002), Hong and 

Santhapparaj (2006), Ghatak and Piperakis (2007) and Lewer and van den Berg (2009). 
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Table 5-1: The papers used in the meta-analysis 

Study Time 
period 

Country National/sub-
national 

Gould  (1994) 1970-1986 US National  

Helliwell (1997) 1990-1990 US/Canada Sub-national 

Head and Ries (1998) 1980-1992 Canada National  

Dunlevy and Hutchinson (1999) 1870-1910 US National  

Ching and Chen (2000) 1980-1995 Canada Sub-national 

Girma and Yu (2002) 1981-1993 UK National  

Rauch and Trindade (2002) 1980-1980 World  National 

Wagner, Head and Ries (2002) 1992-1995 Canada Sub-national 

Piperakis, Milner and Wright (2003) 1981-1991 Greece National 

Bardhan and Guhatkakurta (2004) 1994-1996 US Sub-national  

Bruder (2004) 1970-1998 Germany National  

Bryant et al. (2004) 1981-2001 New Zealand  National  

Co et al. (2004) 1993-1993 US Sub-national  

Herander and Saavedra (2005) 1993-1996 US Sub-national  

Jansen and Piermartini (2005) 2000-2002 US National 

Parsons (2005) 1994-2001 EU National  

Bacarreza and Ehrlich (2006) 1990-2003 Bolivia National  

Blanes (2006) 1995-2003 Spain National  

Dunlevy (2006) 1990-1992 US Sub-national 

Hong and Santhapparaj (2006) 1998-2004 Malaysia  National  

Ghatak and Piperakis (2007) 1991-2001 UK National  

White  (2007- a) 1980-2000 Denmark National  

White  (2007- b) 1980-2001 US National  

White and Tadesse (2007 – a) 1996-2001 Italy National  

White and Tadesse (2007 – b) 1989-2000 Australia National  

Bandyopadyay et al. (2008) 1990-2000 US Sub-national  

Blanes-Cristóbal (2008) 1995-2003 Spain National  

Faustino and Leitao (2008- a) 1995-2003 Portugal  National  

Faustino and Leitao (2008- b) 1995-2003 Portugal  National  

Felbermayr et al. (2008) 1980-1980 World  National  

Ivanov (2008) 1996-1998 Germany National  

Partridge and Furtan (2008) 2003-2004 Canada  Sub-national 

Qian (2008) 1980-2005 New Zealand National  

Tadesse and White (2008) 2000-2000 US  Sub-national 

White and Tadesse (2008) 2000-2000 US Sub-national  

Faustino and Peixoto (2009) 1995-2006 Portugal   National  

Ghatak, Silaghi and Daly (2009) 1996-2003 UK National  

Gonçalves and Africano (2009) 1995-2007 EU National 

Jansen and Piermartini (2009) 1996-2004 US  National  

Law et al. (2009) 1981-2006 New Zealand National 

Lewer and van den Berg (2009) 1991-2000 World  National 

Murat and Pistoresi (2009) 1990-2005 Italy National  

Peri and Requena (2009) 1995-2008 Spain Sub-national 

White (2009a) 1993-1993 US Sub-national 

White (2009b) 1980-1997 US National  

Coughlin and Wall (2010) 1990-2000 US Sub-national 

Hatzigeorgiou  (2010) 2007-2007 World National  

Tadesse and White (2010) 2000-2000 US Sub-national  
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After the selection of studies has been made, the meta-analyst must decide on what attributes of the 

studies to record and the form in which such attributes should be coded. Many study characteristics are 

coded as dummy variables, equal to one for each regression that has a particular attribute. Other study 

characteristics are numerical, such as the years for which primary study observations were available. The 

decision, which studies characteristics to code and how to code these, is not straightforward and time 

consuming. The quality of the meta-analysis dataset is therefore enhanced by independent verification of 

the dataset. For the present dataset, the original dataset coded by one of us was independently verified by 

two co-authors27. 

 

To account for the possibility of differences in findings between those published in refereed journal 

articles, which are subject to some quality control, and those in online working paper series or available 

through other outlets such as conference papers, the data set includes a dummy variable equal to 1 for 

published articles. With respect to the econometric methodology employed to estimate the gravity model, 

a distinction is made between OLS, the Heckman selection model, the Tobit model, the pseudo Poisson 

model, IV/3SLS/GMM and other methods (such as FGLS). 

 

The dimensions of the panel data (first year, final year, number of cross sections, observations per cross 

section, number of host countries or regions, number of home countries) are also taken into account. One 

dummy variable indicates cross-sectional data, while another indicates whether the final data were 

observed before 2000. It was also noted whether a fixed effects or random effects panel data generating 

process was assumed, and whether the model was static or allowed for autocorrelation. 

 

Dummy variables also code whether the study estimated both import and export elasticities (there are 163 

such pairs of observations); the host country of the migrants; the use of national-level data or sub-national 

regions; the nature of goods (consumer/differentiated goods; producer/homogeneous goods; all goods); 

and finally whether the model was estimated for trade with LDCs only. 

 

While the core specification was very similar across most studies, following equations (2) and (3), some 

covariates did vary between studies. Dummy variables therefore indicate the presence of the following 

covariates: income per capita; economic scale (GDP or population); distance; geography (adjacency, 

landlocked, remoteness); cultural similarity, incl. language; trade agreements; migrant skill composition; 

colonial ties; relative prices or exchange rates; temporary migration or duration of stay. Finally, account 

was taken of the use of migration as a single independent variable, or whether migration was interacted 

with other explanatory variables. 

 

All dummy variables and their mean values (i.e. the fraction of observations for which the dummy variable 

is equal to one) are listed in Table 5-2. In the next section, we turn to a descriptive analysis of the available 

evidence, while the following section reports the meta-regression models. 

 

 

 

 

 

 

                                                           
27

 In case of disagreement, a consensus opinion was reached on the final coding. The process of generating the final meta-analytic 

dataset is very time consuming, requiring several months of selecting and coding papers. The verification process following 
construction of the initial database took 150 person hours in the present application. 
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Table 5-2: Definition of dummy variable study characteristics and mean values (n=248) 

Pre-2000 
Cross-section 
Heckman 

Equals 1 if the elasticities are from years before 2000 
Equals 1  if the estimation is from cross-section 
Equals 1 if the estimation method is Heckman 

0.3508 
0.3427 
0.0403 

Iv Equals 1 if the estimation method is IV/3SLS/GMM/FGLS 0.0806 
OLS Equals 1 if the estimation method is OLS 0.4919 
Tobit Equals 1 if the estimation method is Tobit 0.3427 
Poisson Equals 1 if the estimation method is pseudo Poisson 0.0161 
Other Equals 1 if some other estimation method is used 0.0282 
Australia Equals 1 if the host county is Australia  0.0605 
Bolivia Equals 1 if the host county is Bolivia 0.0040 
Canada Equals 1 if the host county is Canada 0.0403 
Denmark Equals 1 if the host county is Denmark 0.1129 
EU Equals 1 if the host region is the European Union 0.0323 
Germany Equals 1 if the host county is Germany 0.0202 
Greece Equals 1 if the host county is Greece 0.0081 
Italy Equals 1 if the host county is Italy 0.0081 
Malaysia Equals 1 if the host county is Malaysia 0.0202 
New Zealand Equals 1 if the host county is New Zealand 0.0605 
Portugal Equals 1 if the host county is Portugal 0.0121 
Spain Equals 1 if the host county is Spain 0.1290 
UK Equals 1 if the host county is United Kingdom 0.0565 
US Equals 1 if the host county is United States 0.3871 
US/Canada Equals 1 if the host county is United States or Canada 0.0081 
World Equals 1 if the estimate was obtained with global data  0.0403 
Countrydata Equals 1 if country-level data are used (vis-à-vis regional or state-level data) 0.7460 
All goods Equals 1 if the elasticity is estimated for all goods combined 0.6371 
Diffgoods Equals 1 if the elasticity is estimated for differentiated goods 0.1613 
Homgoods Equals 1 if the elasticity is estimated for homogeneous goods 0.2016 
Ldctrade Equals 1 if the elasticity is estimated for trade between ldc coutries only 0.1169 
Lagdepvar Equals 1 if the lagged dependent variable is included in the specification 0.2742 
Migintercat Equals 1 if the migration variable is interacted with other variables 0.4556 
Incomepc Equals 1 if a measure of per capita GDP or income is included 0.6210 
Scale Equals 1 if GDP or population is included in the specification 0.8911 
Distance Equals 1 if distance is included in the specification 0.9274 
Geography Equals 1 if a variable for adjacency, landlocked, or remoteness is included in the 

specification 
0.6331 

Cultnlang Equals 1 if a cultural similarity variable (including common language) is included 
in the specification 

0.5282 

Tradeagree Equals 1 if a variable indicating presence of a trade agreement is included in the 
specification  

0.5565 

Colonial Equals 1 if a variable indicating presence of colonial ties is included in the 
specification 

0.0806 

Pnxtrade Equals 1 if exchange rate (or a measure of relative prices) is included in the 
specification 

0.4637 

Homefe Equals 1 if fixed effects for migrant home countries are included in the 
specification 

0.2621 

Migdur Equals 1 if a variable that measures the duration of migrants’ stay is included in 
the specification 

0.1089 

Migskills Equals 1 if migrant skill composition is accounted in the specification 0.0444 

5.4. Descriptive Results 

The range of estimates that were obtained from the primary studies suggests a great degree of 

heterogeneity across studies. Table 5-3 provides the basic descriptive statistics by country. While the vast 

majority of export and import elasticities are positive, for some countries some negative elasticities have 

been obtained. The most negative elasticity of exports is obtained for the US (-0.14). The largest positive 
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elasticity can be found among estimates for Australia and the EU, 0.65 in both cases. For imports, the 

most negative elasticity is again obtained for the US, -0.18, and the largest positive one for Portugal, 0.56. 

The mean elasticity for the effect of immigration on exports is positive for all countries except in the study 

that uses US/Canada regional trade data (Helliwell, 1997). The largest mean immigration elasticity of 

exports is 0.43 (Australia). The mean elasticity of imports is also positive for all countries except Greece 

and Italy, with the largest in magnitude for Portugal namely, 0.35. 

 

Table 5-3: Descriptive statistics 

 Exports Imports 

Country No. obs Mean Min Max No. obs Mean Min Max 

Australia 15 0.43 0.24 0.65 15 0.21 -0.05 0.44 
Bolivia 1 0.08 0.08 0.08 1 0.09 0.09 0.09 
Canada 10 0.09 -0.07 0.27 10 0.26 0.08 0.41 
Denmark 28 0.16 0.05 0.57 28 0.13 0.04 0.34 
EU 8 0.27 0.02 0.65 2 0.14 0.13 0.14 
Germany 5 0.13 0.11 0.15 1 0.01 0.01 0.01 
Greece 2 0.13 0.05 0.20 2 -0.03 -0.04 -0.04 
Italy 2 0.05 0.01 0.08 2 -0.03 -0.09 0.04 
Malaysia 5 0.11 0.00 0.33 5 0.15 0.00 0.40 
New Zealand 15 0.07 -0.02 0.14 15 0.19 -0.04 0.49 
Portugal 3 0.31 0.05 0.60 3 0.35 0.23 0.56 
Spain 32 0.22 0.02 0.47 23 0.17 -0.05 0.36 
UK 14 0.05 -0.03 0.16 10 0.05 -0.01 0.23 
US 90 0.16 -0.14 0.57 50 0.19 -0.18 0.47 
US/Canada 2 -0.03 -0.11 0.06 2 0.33 0.32 0.34 
World 1 0.37 0.37 0.37 9 0.13 0.05 0.28 
Total 233 0.17 -0.11 0.65 178 0.17 -0.18 0.56 

 

The overall mean of estimated immigration elasticity of exports and imports is the same, 0.17. Of course if 

estimates existed for all countries, including migrant sending countries, this equality is to be expected as a 

result of balanced global trade. However, for the sample of countries considered here, it is the result of 

the countries being about equally divided into those for which the migrant elasticity of imports is greater 

than that of exports and those for which the opposite is true. Figure 5-1 shows the quantile plots of the 

distribution of migration elasticities of exports and imports. Although the mean is about 0.17 for both 

exports and imports, the mode is somewhat greater for imports (0.15 versus 0.12). The interquartile range 

is between 0.06 and 0.28 for exports and between 0.07 and 0.26 for imports. Figure 5-2 shows that where 

studies estimated the effects in pairs (163 observations), there is only a slight positive correlation between 

the effects on imports and exports. The correlation coefficient is 0.44. 

 

 

Figure 5-1: Quantile plots of the migration elasticities of exports and imports 
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Figure 5-2: Scatter plot of the migration elasticity of imports and exports when estimated jointly. 

 

The means reported in Table 5-3 do not take into account the statistical significance of the estimated 

elasticities. As noted in section 5.2, weighted averages that incorporate the statistical significance of effect 

sizes (elasticities in this case) in meta-analysis can be calculated in two ways. The first way is the fixed 

effect (FE) model where it is assumed that there is one ‘true’ effect size that underlies all the studies and 

all differences in observed effect sizes (elasticity estimates) are due to sampling errors. The weight 

assigned to each effect size is then the inverse of its variance (called the within-study variance). The 

second way is the random effects (RE) model where it is assumed that the true effect size varies from 

study to study in a stochastic way, and the summary effect is the estimate of the mean of the distribution 

of effect sizes. The weight assigned to each effect size in this case incorporates both the within-study 

variance and the between-studies variance. The RE estimate is always closer to the ordinary average than 

the FE estimate. 

 

Table 5-4 shows the FE and RE weighted mean effect sizes of the impact of immigration on exports and 

imports, by country. Besides the differences in model specifications that we will capture in the meta-

regression models, the differences in weighted mean effect sizes between countries can also be due to 

differences across host countries in immigration policies and in restrictions in bilateral trade between pairs 

of host and home countries. Even across similar countries, the impact can differ. For example, the RE 

estimate for Australian exports is 0.44, compared with 0.20 for imports. In New Zealand, immigrants have 

a higher impact on imports (RE is 0.19) than on exports (0.07). Both countries experienced significant 

trade deficits over the period over which the estimates were calculated. It will be shown by means of the 

meta-regression models that these differences remain after controlling for differences in study 

characteristics. Consequently, there are intrinsic differences in these countries trading relations and 

immigration policies that are likely to have contributed to these differences. 

 

We also observe from Table 5-4 that the FE elasticity of exports is positive for all countries except for 

Helliwell (1997) who combines data from Canadian provinces and US states. The largest FE weighted 

mean elasticity of exports is found for Australia (0.44). The FE elasticity of imports is also positive for all 

countries except Greece and Italy, with the largest in magnitude for Portugal, 0.42 (FE) or 0.37 (RE). The 

overall weighted mean of the estimated elasticities of exports is the same as the one for imports with the 

FE, but the RE weighted mean is slightly lower for imports. As expected, the RE weighted means are 

much closer to the ordinary averages than the FE weighted means. 
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Table 5-4: Weighted mean effect sizes by country 

 Exports Imports 

Country No. obs FE RE No. obs FE RE 

Australia 15 0.44 0.44 15 0.15 0.20 
Bolivia 1 0.08 0.08 1 0.09 0.09 
Canada 10 0.06 0.09 10 0.19 0.25 
Denmark 28 0.12 0.15 28 0.12 0.13 
EU 8 0.15 0.27 2 0.14 0.14 
Germany 5 0.13 0.13 1 0.01 0.01 
Greece 2 0.09 0.12 2 -0.03 -0.03 
Italy 2 0.04 0.04 2 -0.02 -0.03 
Malaysia 5 0.02 0.04 5 0.02 0.05 
New Zealand 15 0.06 0.07 15 0.09 0.19 
Portugal 3 0.13 0.30 3 0.42 0.37 
Spain 32 0.17 0.22 23 0.06 0.17 
UK 14 0.04 0.05 10 0.05 0.06 
US 90 0.09 0.15 50 0.16 0.19 
US/Canada 2 -0.03 -0.03 2 0.33 0.33 
World 1 0.37 0.37 9 0.11 0.13 
Total 233 0.10 0.17 178 0.10 0.16 

 

The studies also differ by the estimation method used. Table 5-5 summarizes the mean elasticity estimates 

obtained by different estimation methods. For exports, 110 out of 233 estimates (47.2 percent) are 

obtained by OLS, and 85 out of 233 (36.5 percent) by the Tobit model. For imports, 84 out of 178 (47.2 

percent) of the estimates are obtained by OLS, and 61 out of 178 (34.3 percent) by Tobit. For exports, the 

ordinary and weighted (FE, RE) estimates obtained by OLS are larger than those obtained with the Tobit 

method. For imports, the opposite is the case. 

 

Table 5-5: Unweighted and weighted mean elasticities by estimation method 

 

 

 

 

 

The primary studies we identified include both published journal articles and unpublished working and 

conference papers. Of the 233 effect sizes for exports, 165 (70.8 percent) come from journal articles. For 

imports, 133 out of 178 (74.7 percent) come from journal articles. The mean elasticities by publication 

type are provided in Table 5-6. We observe that the means (weighted or unweighted) do not differ that 

much by publication type, but the FE estimates are again the smallest. Roughly, all estimated means 

(unweighted, FE and RE) are between 0.1 and 0.2, irrespective of whether based on published results or 

unpublished results. The similarity between results published in journals and in other outlets remains 

when tested by means of a journal dummy in meta-regression models. This dummy is statistically 

insignificant. While this suggests that one particular type of publication bias is absent (i.e. journals did not 

‘select’ particular results vis-à-vis other publication outlets), the possibility remains that in all reported 

estimates statistically significant results are too common, because regressions with small samples and 

 Exports Imports 

Method Freq. Mean FE RE Freq. Mean FE RE 

Heckman 10 0.10 0.10 0.10 10 0.28 0.23 0.27 
IV/3SLS/GMM/FGLS 20 0.35 0.16 0.35 17 0.21 0.16 0.21 
OLS 110 0.16 0.12 0.16 84 0.15 0.07 0.14 
Pseudo Poisson 1 0.11 0.11 0.11 3 0.07 0.08 0.07 
Tobit 85 0.14 0.08 0.14 61 0.17 0.14 0.17 
Other 7 0.23 0.21 0.23 3 0.30 0.32 0.32 
Total 233 0.10 0.10 0.17 178 0.10 0.10 0.16 
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insignificant results remain unreported. In the next section, the latter type of publication bias is addressed 

by various statistical techniques and shown to be present in this literature. 

 
Table 5-6: Unweighted and weighted mean elasticities by publication type 

 Exports Imports 
Outlet Freq. Mean FE RE Freq. Mean FE RE 
Journal  165 0.17 0.09 0.16 133 0.16 0.10 0.16 
Unpublished 68 0.18 0.13 0.18 45 0.18 0.09 0.18 
Total 233 0.10 0.10 0.17 178 0.10 0.10 0.16 

 

5.5. Meta-Regression Models 

Meta-regression models are estimated to investigate the extent to which the differences in the results 

between and within studies can be related to the characteristics of these studies. Let  1ij (1ij) denote the 

elasticity for exports (imports) that has been obtained from regression i of study j and �̂�𝛼𝑖𝑗 �̂�𝛽𝑖𝑗the 

reported standard error of the elasticity. If we assume that the underlying effects vary between primary 

study regressions and denote these effect by 𝜃𝛼𝑖𝑗 (𝜃𝛽𝑖𝑗) a random- effects meta-regression analysis for the 

export elasticities is the regression model 

 

         �̂�1𝑖𝑗 = 𝑥𝑖𝑗𝛾𝛼 + 𝑢𝛼𝑖𝑗 + 휀𝛼𝑖𝑗                    (4) 

 

in which 𝜃𝛼𝑖𝑗 = 𝑥𝑖𝑗𝛾𝛼 , 𝑢𝛼𝑖𝑗~𝑁(0, 𝜏𝛼
2) and 휀𝛼𝑖𝑗~ 𝑁(0, 𝜎𝛼𝑖𝑗

2 ). Here 𝜏𝛼
2 is the between-regressions 

variance, which is estimated from the data, xij is the set of primary regression equation characteristics that 

are considered to have an impact on the export elasticities, and 𝜎𝛼𝑖𝑗 
2 represents the within-regression 

variance. The standard approach to estimating equation (4) is to estimate the between-regressions 

variance, 𝜏𝛼
2 , first, and then the coefficients, 𝛾𝛼 , by weighted least squares by using the weights 

1 (�̂�𝛼𝑖𝑗
2 + �̂�𝛼

2)⁄ . The algorithm we use to estimate 𝜏𝛼
2 , is the restricted maximum likelihood (REML) 

method with the Knapp-Hartung modification (see Harbord and Higgings 2000 for details). However, 

these results are benchmarked with the FE meta-regression model in which it is assumed that 𝜏𝛼
2= 0. The 

latter model can be estimated with WLS with the weights variable equal to 1 (�̂�𝛼𝑖𝑗
2 ) ⁄ and standard errors 

of the regression coefficients adjusted for clusters of observations defined by the 48 primary studies. The 

analysis for imports is analogously based on the regression model 

 

         �̂�1𝑖𝑗 = 𝑥𝑖𝑗𝛾𝛽 + 𝑢𝛽𝑖𝑗 + 휀𝛽𝑖𝑗                                                                                               (5) 

 

The study characteristics we include in 𝑥𝑖𝑗 were already listed in Table 5-2. The results of estimating 

equations (4) and (5) for the FE regression models are reported in columns (3) and (4) of Table 5-7 (with 

standard errors adjusted for clusters of estimates defined by the publications: 44 studies with elasticities 

for exports and 32 for imports), while those of the RE models are reported in columns (1) and (2) of 

Table 5-8. The first two columns of Table 5-7 provide benchmark OLS regression estimates. The standard 

errors are generally larger with the REML estimator than with the clustered FE estimator. However, the 

coefficients are often of a similar magnitude and the two types of model tell qualitatively similar stories. 
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Table 5-7: OLS and fixed effects meta-regression models  

 

Variables  

(1) 

exports 

(2) 

imports 

(3) 

exports 

(4) 

imports 

seb 0.911** 
(0.409) 

0.741 
(0.465) 

1.745** 
(0.780) 

1.899** 
(0.709) 

cross 0.0409 
(0.0455) 

0.693*** 
(0.241) 

-0.0187 
(0.0397) 

0.712*** 
(0.0621) 

before 2000 0.0517 
(0.0380) 

0.0829 
(0.0748) 

0.0662** 
(0.0319) 

0.119** 
(0.0443) 

heckman -0.0499 
(0.0724) 

0.206 
(0.133) 

0.0130 
(0.0883) 

0.223*** 
(0.0606) 

iv -0.0744 
(0.0682) 

0.0865 
(0.110) 

-0.0900*** 
(0.0277) 

0.122* 
(0.0618) 

other 0.203*** 
(0.0765) 

0.256 
(0.206) 

0.0530 
(0.0334) 

0.0290 
(0.115) 

poisson -0.0611 
(0.120) 

-0.0227 
(0.0889) 

-0.0550*** 
(0.0149) 

-0.00369 
(0.0139) 

tobit 0.0976*** 
(0.0373) 

0.0598 
(0.0564) 

0.0151 
(0.0381) 

0.0331 
(0.0454) 

australia 0.287** 
(0.143) 

0.235 
(0.312) 

0.264*** 
(0.0567) 

0.0519 
(0.169) 

bolivia -0.302 
(0.211) 

0.246 
(0.310) 

-0.222** 
(0.0844) 

0.194 
(0.131) 

canada -0.416** 
(0.164) 

0.346 
(0.277) 

-0.320*** 
(0.0654) 

0.230** 
(0.105) 

denmark -0.233 
(0.164) 

0.496* 
(0.287) 

-0.197** 
(0.0712) 

0.404*** 
(0.111) 

eu -0.198 
(0.143) 

0.273 
(0.258) 

-0.200*** 
(0.0745) 

0.0741 
(0.117) 

germany -0.295* 
(0.173) 

 -0.297*** 
(0.0880) 

 

greece -0.417** 
(0.166) 

0.00392 
(0.244) 

-0.386*** 
(0.0778) 

-0.0744 
(0.0868) 

italy -0.400** 
(0.160) 

0.000270 
(0.267) 

-0.316*** 
(0.0945) 

-0.0519 
(0.117) 

malaysia -0.378** 
(0.171) 

0.279 
(0.183) 

-0.414*** 
(0.0945) 

0.211** 
(0.0849 

nz -0.292* 
(0.153) 

0.149 
(0.282) 

-0.246*** 
(0.0913) 

0.0718 
(0.118) 

portugal -0.124 
(0.143) 

0.420* 
(0.248) 

-0.131* 
(0.0744) 

0.387** 
(0.171) 

spain -0.257 
(0.162) 

0.556* 
(0.288) 

-0.0852 
(0.0789) 

0.528*** 
(0.110) 

uk -0.384*** 
(0.143) 

0.187 
(0.230) 

-0.225*** 
(0.0786) 

0.167* 
(0.0948) 

us -0.287* 
(0.149) 

0.0851 
(0.266) 

-0.154** 
(0.0709) 

-0.0190 
(0.147) 

us/canada -0.530*** 
(0.192) 

-0.329 
(0.224) 

-0.524*** 
(0.0897) 

-0.374*** 
(0.0859) 

countrydata 0.0402 
(0.0402) 

-0.00989 
(0.125) 

0.0117 
(0.0295 

0.00186 
(0.0720) 
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Table 5-7: OLS and fixed effects meta-regression models-continued 

 
Variables 

(1) 
exports 

(2) 
imports 

(3) 
exports 

(4) 
imports 

diffgoods -0.0455 
(0.0277) 

0.00862 
(0.0328) 

-0.0190 
(0.0263) 

-0.0124 
(0.0339) 

homgoods -0.121*** 
(0.0316) 

-0.125*** 
(0.0338) 

-0.0584** 
(0.0247) 

-0.104*** 
(0.0182) 

ldctrade 0.0587*** 
(0.0267) 

0.0504 
(0.0328) 

-0.0188 
(0.0444) 

-0.000239 
(0.0538) 

lagdepvar -0.0670** 
(0.0335) 

-0.126** 
(0.0513) 

-0.0105 
(0.0164) 

-0.0825 
(0.0563) 

miginteract 0.0172 
(0.0275) 

0.00436 
(0.0445) 

0.0105 
(0.00994) 

0.0119 
(0.0403) 

incomepc -0.0752 
(0.0785) 

0.229 
(0.146) 

-0.0230 
(0.0364) 

0.235*** 
(0.0461) 

scale 0.0648 
(0.0790) 

0.636 
(0.157) 

-0.0144 
(0.0584) 

0.124 
(0.0798) 

distance 0.105** 
(0.0438) 

-0.0332 
(0.0795) 

0.141*** 
(0.0314) 

0.00886 
(0.0370) 

geography -0.0390 
(0.0294) 

-0.0471 
(0.0455) 

-0.0390* 
(0.0226) 

-0.0508*** 
(0.0146) 

cultnlang -0.0408 
(0.0300) 

0.0131 
(0.0416) 

-0.0549 
(0.0579) 

-0.00508 
(0.0144) 

tradeagree -0.0282 
(0.0300) 

-0.0698 
(0.0458) 

-0.00597 
(0.0267) 

-0.0592*** 
(0.0215) 

migskills -0.0384 
(0.0482) 

-0.0641 
(0.0623) 

-0.0345 
(-0.0431) 

-0.0853 
(0.0646) 

colonial -0.0649 
(0.0512) 

-0.0542 
(0.0666) 

-0.109** 
(0.0417) 

-0.0694 
(0.0530) 

pnxtrate -0.119** 
(0.0538) 

0.156 
(0.112) 

-0.0642 
(0.0405) 

0.180*** 
(0.0265) 

homefe 0.00143 
(0.0258) 

-0.0393 
(0.0373) 

-0.00139 
(0.0201) 

-0.00752 
(0.0163) 

migdur -0.0679 
(0.0615) 

0.125 
(0.152) 

-0.0849 
(0.0543) 

0.221*** 
(0.0500) 

Constant (average effect) 0.170*** 
(0.007) 

0.169*** 
(0.009) 

0.176*** 
(0.010) 

0.176*** 
(0.009) 

Observations 233 178 233 178 
R-squared 0.554 0.440 0.644 0.688 
Notes: Standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1.  

The columns report regression coefficients of linear regression models explaining the immigration elasticity of exports [columns 

(1) and (3)] and imports [columns (2) and (4)]. Columns (1) and (2) display benchmark OLS coefficients. Columns (3) and (4) 

report coefficients of the fixed effects model, estimated by WLS (with weights equal to the reciprocal of the squared standard 

errors of the effect sizes); with the standard errors in parenthesis adjusted for clustering by publications. There were 44 

publication clusters in column (3) and 32 in column (4). The reference dummies are ols for methodologies, world for geographical 

area, and allgoods for product differentiation. The dummy variable for Germany was omitted in the imports equations due to 

perfect collinearity. 
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Table 5-8: Random effects and publication-bias corrected meta-regression model 

 
Variables  

(1) 
exports 

(2) 
imports 

(3) 
exports 

(4) 
imports 

cross 0.0410 
(0.0443) 

0.660*** 
(0.217) 

0.0399 
(0.0397) 

0.679*** 
(0.174) 

before 2000 0.0714* 
(0.0369) 

0.0909 
(0.0723) 

0.0723** 
(0.0329) 

0.112* 
(0.0599) 

heckman -0.0307 
(0.0705) 

0.197 
(0.120) 

-0.0280 
(0.0621) 

0.220** 
(0.0101) 

iv -0.0831 
(0.0637) 

0.170 
(0.108) 

-0.0816 
(0.0559) 

0.159 
(0.0997) 

other 0.173*** 
(0.0736) 

0.341* 
(0.206) 

0.171*** 
(0.0655) 

0.278 
(0.177) 

poisson -0.0758 
(0.109) 

-0.0323 
(0.0755) 

-0.0732 
(0.0952) 

-0.0227 
(0.0613) 

tobit 0.0725** 
(0.0349) 

0.0684 
(0.0524) 

0.0740** 
(0.0310) 

0.0665 
(0.0454) 

australia 0.245 
(0.164) 

0.0529 
(0.291) 

0.248 
(0.154) 

0.107 
(0.239) 

bolivia -0.359* 
(0.216) 

0.166 
(0.286) 

-0.353* 
(0.197) 

0.205 
(0.227) 

canada -0.467** 
(0.180) 

0.236 
(0.255) 

-0.465*** 
(0.166) 

0.266 
(0.204) 

denmark -0.283 
(0.179) 

0.396 
(0.268) 

-0.280* 
(0.166) 

0.434** 
(0.215) 

eu -0.275* 
(0.160) 

0.272 
(0.262) 

-0.272* 
(0.150) 

0.276 
(0.208) 

germany -0.372** 
(0.187) 

 -0.379** 
(0.173) 

 

greece -0.502*** 
(0.179) 

-0.0718 
(0.231) 

-0.506*** 
(0.167) 

-0.0525 
(0.182) 

italy -0.449** 
(0.176) 

-0.0674 
(0.256) 

-0.446*** 
(0.163) 

-0.00653 
(0.206) 

malaysia -0.445** 
(0.191) 

0.248 
(0.178) 

-0.460*** 
(0.175) 

0.238* 
(0.133) 

nz -0.377** 
(0.169) 

0.0528 
(0.264) 

-0.374** 
(0.157) 

0.0879 
(0.212) 

portugal -0.172 
(0.164) 

0.410* 
(0.247) 

-0.173 
(0.154) 

0.451** 
(0.200) 

spain -0.300* 
(0.174) 

0.474* 
(0.267) 

-0.287* 
(0.162) 

0.516** 
(0.214) 

uk -0.430*** 
(0.162) 

0.128 
(0.221) 

-0.427*** 
(0.152) 

0.156 
(0.174) 

us -0.324* 
(0.166) 

0.0106 
(0.258) 

-0.324** 
(0.155) 

0.0473 
(0.208) 

us/canada -0.587*** 
(0.207) 

-0.382* 
(0.205) 

-0.589*** 
(0.188) 

-0.368** 
(0.175) 

countrydata 0.0596 
(0.0391) 

-0.0859 
(0.114) 

0.0565 
(0.0348) 

-0.0485 
(0.0992) 

 

 

Following Ashenfelter et al. (1999), the first variable included in the regressions is the standard error of 

each estimate. In the absence of publication bias, there should be no correlation between the reported 
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elasticities and their standard errors28. In Table 5-7, the coefficient of the standard error is positive and 

statistically significant in three of the four columns29.  

 

Table 5-8: Random effects and publication-bias corrected meta-regression models-continued  

 
Variables  

(1) 
exports 

(2) 
imports 

(3) 
exports 

(4) 
imports 

diffgoods -0.0405 
(0.0265) 

0.0141 
(0.0298) 

-0.0408* 
(0.0236) 

0.0141 
(0.0260) 

homgoods -0.0887*** 
(0.0297) 

-0.100*** 
(0.0302) 

-0.0914*** 
(0.0269) 

-0.110*** 
(0.0258) 

ldctrade 0.0375 
(0.0261) 

0.0310 
(0.0314) 

0.0367 
(0.0234) 

0.0298 
(0.0265) 

lagdepvar -0.0618* 
(0.0322) 

-0.138*** 
(0.0471) 

-0.0590** 
(0.0282) 

-0.117*** 
(0.0381) 

miginteract 0.0167 
(0.0267) 

0.0189 
(0.0404) 

0.0160 
(0.0238) 

0.0126 
(0.0341) 

incomepc -0.0613 
(0.0749) 

0.223* 
(0.127) 

-0.0549 
(0.0653) 

0.223** 
(0.108) 

scale 0.0503 
(0.0782) 

0.116 
(0.158) 

0.0424 
(0.0684) 

0.0891 
(0.130) 

distance 0.106** 
(0.0447) 

-0.0184 
(0.0761) 

0.112*** 
(0.0395) 

-0.0135 
(0.0620) 

geography -0.0506* 
(0.0276) 

-0.0570 
(0.0430) 

-0.0503* 
(0.0244) 

-0.0575*** 
(0.0373) 

cultnlang -0.0481 
(0.0297) 

0.0141 
(0.0400) 

-0.0497* 
(0.0264) 

0.00675 
(0.0346) 

tradeagree -0.0215 
(0.0292) 

-0.0765* 
(0.0423) 

-0.0211 
(0.0260) 

-0.0749** 
(0.0363) 

migskills -0.0348 
(0.0471) 

-0.0639 
(0.0571) 

-0.0352 
(-0.0417) 

-0.0625 
(0.0455) 

colonial -0.0802 
(0.0490) 

-0.0574 
(0.0607) 

-0.0813* 
(0.0435) 

-0.0653 
(0.0518) 

pnxtrate -0.112** 
(0.0521) 

0.168* 
(0.0987) 

-0.111** 
(0.0459) 

0.152* 
(0.0817) 

homefe 0.00115 
(0.0253) 

-0.0299 
(0.0347) 

-0.000373 
(0.0223) 

-0.0275 
(0.0289) 

migdur -0.0700 
(0.0599) 

0.137 
(0.139) 

-0.0706 
(0.0530) 

0.132 
(0.117) 

Constant (average 
effect) 

0.168*** 
(0.007) 

0.168*** 
(0.009) 

0.164*** 
(0.007) 

0.150*** 
(0.009) 

Observations 233 178 233 178 
R-squared 0.512 0.413 0.644 0.688 
Notes: Standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1 

The columns report regression coefficients of maximum likelihood linear models explaining the immigration elasticity of exports 

[columns (1) and (3)] and imports [columns (2) and (4)]. Columns (1) and (2) display coefficients of the random effect regression 

model estimated by residual (restricted) maximum likelihood (REML). Columns (3) and (4) report coefficients of the Ashenfelter 

et al. (1999) publication bias model. The reference dummies are ols for methodologies, world for geographical area, and allgoods for 

product differentiation. The dummy variable for Germany was omitted in the imports equations for comparison with Table 5-7. 

                                                           
28

 This idea forms the basis of the Egger test in which the elasticities divided by their standard errors (i.e. the t statistics) are 

regressed on the reciprocal of the standard errors (also referred to as the precision of the estimates). A statistically significant 
intercept is indicative of publication bias. The t statistic for the intercept is 7.43 for exports (n=233) and 7.97 for imports (n=178). 
In the presence of heterogeneity, this is only suggestive of publication bias, which can then be controlled for by including the 
standard error in meta-regression models. 
29

 This variable has been excluded from the list of study characteristics of Table 5-8, because columns (3) and (4) of Table 5-8 

report coefficients of the random effects model with publication bias correcting, and columns (1) and (2) reports for comparison 

the corresponding coefficients without such a correction. 
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This suggests that there are too many large effect sizes reported for large standard errors, i.e. the small 

effect sizes are ‘missing’. This can also be seen from the so-called funnel plots shown in Figure 5-3.  

 

 
Figure 5-3: Simple funnel plots of immigration elasticities of exports and imports 

These are scatter plots of the precision of the estimates (the reciprocals of the standard errors) against the 

elasticities. In the presence of heterogeneity the funnel plots are only illustrative rather than formal 

evidence of publication bias, but it is clear that the two scatter plots suggest a bias towards large positive 

elasticities. Using the Hedges (1992) model, the average effect can be corrected for publication bias, while 

the extension proposed by Ashenfelter et al. (1999) accounts for heterogeneity. The results of the 

combined procedure are shown in columns (3) and (4) of Table 5-8. 

 

Hedges (1992) formal model of publication bias attempts to estimate the probability that a particular 

regression is reported. The focus is on the p-value that is associated with each elasticity estimate, whereby 

studies with a lower p-value are more likely to be reported. Following this approach, we assume that there 

is a weight function (based on observed p-values) that determines the probability that a study is observed. 

The weight attached to the probability that the study is observed when 0 < p < 0.01, is set equal to one. 

The relative probabilities that studies are observed with 0.01 < p < 0.05, or p > 0.05 is given by 2 and 3 

respectively. In the absence of publication bias, 2 and 3 should be unity also. In the presence of 

publication bias, estimates of 2 and 3 can be obtained by maximum likelihood, using the likelihood 

function given in Nijkamp and Poot (2005). The overall pooled average of the elasticities are given by the 

constants at the bottom of columns (3) and (4) of Table 5-8. These values are repeated in the left hand 

column of the lower half of Table 5-9. 

 

The key parameter estimates of the publication bias correction model without accounting for study 

characteristics are given at the top of Table 5-9, those for the models that account for study characteristics 

follow further below. Table 5-9 shows that, as expected, studies with p-values greater than 0.1 are less 

likely to be reported than studies with highly significant elasticities (the weight is about 0.7 for exports and 

0.4 for imports, relative to the p < 0.01 category). However, for regression estimates of export equations 

with p values between 0.01 and 0.05, the model suggests a greater probability of reporting, compared with 

the benchmark of studies with p values less than 0.01 (about 1.3 versus 1). This is somewhat 

counterintuitive, but it is a result that was also found by Ashenfelter et al. (1999). In contrast, Nijkamp 

and Poot (2005) found 1 > �̂�2 > �̂�3 in the wage curve literature. This more intuitively plausible result is 

here found for imports, with �̂�2 around 0.6 to 0.7 and �̂�3 about 0.4. 

 

The right hand side of Table 5-9 reports the key parameter estimates of the restricted model that assumes 

that there is no publication bias, in which case 𝜔2 = 𝜔3 = 1. Minus twice the difference in the log 
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likelihood is Chi-square (2) distributed. The critical value is 9.21 at the 1 percent level and 5.99 at the 5 

percent level. The test statistics for exports are 4.52 (without study characteristics) and 5.06 (with study 

characteristics). Hence in both cases, publication bias is formally rejected. For imports, the test values are 

12.78 and 11.4 respectively, hence providing evidence of publication bias at the 1 percent level. 

 

Table 5-9: Summary of publication-bias corrected RE estimates 

Without accounting for study characteristics  

Exports Publication bias 
assumed 

SE No publication 
bias assumed 

SE 

�̂�2 1.305*** 0.324 1.000 - 

�̂�3 0.745*** 0.160 1.000 - 

RE 0.162*** 0.012 0.168*** 0.010 

�̂�𝛼  0.088*** 0.005 0.088*** 0.005 

Log-likelihood 421.36  418.83  
n 233  233  
Imports     

�̂�2 0.664*** 0.197 1.000 - 

�̂�3 0.417*** 0.103 1.000 - 

RE 0.136*** 0.012 0.164*** 0.010 

�̂�𝑠 0.126*** 0.007 0.127*** 0.008 

Log-likelihood 265.46  259.07  
n 178  178  

With accounting for study characteristics  

Exports Publication bias 
assumed 

SE No publication 
bias assumed 

SE 

�̂�2 1.288*** 0.330 1.000 - 

�̂�3 0.702*** 0.169 1.000 - 

RE 0.164*** 0.007 0.168*** 0.006 

�̂�𝛼  0.088*** 0.005 0.088*** 0.005 

Log-likelihood 421.36  418.83  
n 233  233  
Imports     

�̂�2 0.625*** 0.189 1.000 - 

�̂�3 0.401*** 0.110 1.000 - 

RE 0.150*** 0.009 0.168*** 0.008 

�̂�𝑠 0.081*** 0.006 0.082*** 0.005 

Log-likelihood 322.29  316.59  
n 178  178  
*significant at 10% level; ** significant at 5% level; *** significant at 1% level 

Note: These estimates have been obtained with the maximum likelihood procedure described in Hedges (1992), Ashenfelter et al. 

(1999) and Nijkamp and Poot (2005). The coefficient of the study characteristics that are included in the models of the lower half 

of the table can be found in columns (3) and (4) of Table 5-8. 

 

The RE estimates that were already reported in Tables 5-4, 5-5 and 5-6 are again included in Table 5-9 

under the column “Restricted”, in the upper half of the table (not accounting for study characteristics). 

The values are 0.168 and 0.164 for exports and imports respectively. The pooled average RE effects in the 

REML model (the reported constants in columns (1) and (2) of Table 5-8) are identical to those reported 

on the right hand side of the lower panel of Table 5-9). 

 

Without accounting for study characteristics, the ‘between-regression’ heterogeneity is huge: compare the 

RE estimate for exports in Table 5-9 (publication bias assumed) of 0.162 with the standard deviation of 

stochastic heterogeneity �̂�𝛼 = 0.143. For imports the values are 0.136 and 0.126 respectively. Accounting 

for study characteristics, the RE estimates increase slightly (from 0.162 to 0.164 for exports, and from 

0.136 to 0.150 for imports) but the ‘residual’ heterogeneity is reduced considerably (to 0.088 and 0.081 
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respectively). We also see from the lower half of Table 5-9 that accounting for publication bias lowers the 

RE estimate for exports by about 0.004 and for imports by about 0.018. In summary, based on the 

available studies, the ‘best’ estimate of the immigration elasticity of exports is about 0.16 and of imports 

about 0.15. In the remainder of this section we consider how these estimates are influenced by study 

characteristics, based on the reported regression coefficients in Tables 5-7 and 5-8. Each variable enters 

these regressions in deviations from the mean, so that the constant terms are equal to the pooled average 

effects30. 

 

In economic phenomena where the causality can run in both directions, regressions with cross-sectional 

data usually exaggerate the causal relationship (because such models cannot account for unmeasured 

phenomena that lead to a ‘sorting’ of the cross-sectional units). In the present application, there is some 

evidence of larger elasticities with cross-sectional data, with cross often being positive but the effect is not 

statistically significant for exports. 

 

Another issue is the choice of period over which models are estimated. The variable before2000 is generally 

positive and statistically significant in columns (3) and (4) of Table 5-7, and all columns but column (2) of 

Table 5-8. This suggests that the trade-inducing effect of immigrants is particularly strong when the first 

migrants from a particular origin arrive, but that the impact becomes smaller once a sizeable migrant 

community has been established. This is consistent with the recent evidence provided by Egger et al. 

(2011) who suggest that the effect might be declining to zero for immigrant stocks greater than 4000. 

 

The next set of study characteristics in Tables 5-7 and 5-8 captures the heterogeneity due to variation in 

estimation method with OLS being the reference category. We see that estimation methods matter in 

some cases, but there is little consistency with respect to statistically significant effects. The tobit 

elasticities are possibly greater than those from OLS (but not significantly for imports). For example, the 

censored Least Absolute Deviation estimator of the tobit model in Herander and Saavedra (2005) yielded 

larger elasticities. 

 

Almost all of the coefficients on country dummy variables are statistically significant for export elasticities. 

For import elasticities there are more statistically insignificant coefficients but some still indicate that the 

effect sizes vary with the host country. The reference category is the study by Lewer and van den Berg 

(2009) who pool data from 16 OECD countries and a large set of immigrant source countries. We 

conclude that, even after controlling for other factors, there are inter-country differences in the immigrant 

elasticities of imports and exports. This is plausible given relatively large differences between countries in 

immigration and trade policies. However, the cause of such differences goes beyond what can be 

explained by the observable study characteristics. The use of country data rather than regional (state) data 

does not have a statistically significant impact on the results. 

 

Table 5-7 suggests that the trade facilitation effect of immigrants is less for homogeneous / producer 

goods. These are goods for which there is unlikely to be a home bias effect. The resulting drop in the 

elasticity ranges from about 0.06 to 0.12. For differentiated goods there is no statistically significant 

difference compared with the reference category of all goods. 

 

There is no convincing evidence that the impact of immigrants on trade is greater for trade with 

                                                           
30

 The constant in Table 5.7 is the pooled ordinary mean in columns (1) and (2); and the fixed effects mean in columns (3) and 

(4). In Table 5-8, the constant is the random effects mean in columns (1) and (2) and the publication bias corrected random 
effects mean in columns (3) and (4). 
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developing countries than for trade with countries generally. The coefficient on ldctrade is only statistically 

significant for exports in column (1) of Table 5-7. We find that panel models that include the lagged 

volume of trade in their specification find a smaller impact of immigration, particularly for imports (except 

for the FE model of columns (3) and (4) of Table 5-7). This result is highly plausible because the 

coefficient of immigration in dynamic models is the short-run effect, which is smaller than the long-run 

effect. 

 

Interacting migration with other explanatory variables appears to have no effect in the gravity model. 

There is some evidence that inclusion of the income per capita variable in the gravity model increases the 

estimated impact of immigration on imports. A distance variable does the same thing for exports. The use 

of a country ‘scale’ variable has no effect on the immigrant elasticities. The use of variables that account 

for geography (such as whether countries are landlocked or remote) removes some of the effect of 

migration on trade. The effect of variables measuring culture or language does not have an impact on the 

migration elasticities of trade. The use of a trade agreements variable reduces the immigrant elasticity of 

imports but not significantly of exports. The effects of accounting for migrant skills or colonial ties are 

negligible. 

 

Interestingly, the use of an exchange rate or price ratio variable in the regression equation lowers the 

migrant elasticity of exports, but increases it of imports. Finally, accounting for migrants’ duration of 

residence or home country fixed effects has no generally conclusive effect. 

 

Finally, the models discussed so far consider the estimation of the immigration elasticity of exports 

independently from the estimation for imports. Since many papers estimated both effects, the question 

arises whether joint estimation can improve the efficiency of the estimates. A total of 163 pairs of 

estimates are available. However, Figure 5-2 clearly shows that the correlation between the elasticity for 

imports and for exports is actually quite low. To consider the matter formally, we re-estimated columns 

(1) and (2) of Table 5-7 with the Seemingly Unrelated Regression (SUR) model. This yielded results that 

are qualitatively similar to those already reported. Specifically: the presence of publication bias among 

elasticities for imports (but not significantly for exports); the elasticities estimated with data before 2000 

are larger; the significance of some country and method effects; the elasticities for homogeneous goods 

and those of (short-run) elasticities in dynamic models are significantly smaller31. 

 

5.6. Conclusions 

In this paper we analyzed the distribution of immigration elasticities of imports and exports across 48 

studies that yielded 300 estimates. The results confirm that immigration boosts trade, but the impact is less 

on trade in homogeneous goods. An increase in the number of immigrants by 10 percent increases the 

volume of trade by about 1.5 percent. Among the countries considered, the effect on imports is greater 

than that on exports in about half of the countries, but after correcting for unobserved heterogeneity and 

publication bias, the average immigrant elasticity of exports is slightly larger than that of imports. The 

estimates are affected by the choice of some covariates, the nature of the data (cross-section or panel) and 

the estimation technique. Elasticities vary between countries in ways that cannot be explained by study 

characteristics; host country differences in immigration and trade policies may matter for the impact. The 

positive elasticities of immigrants for both exports and imports indicate that the stock of migrants in the 

host country complements trade flows. 

 

                                                           
31 To save space, these results are not included in the tables. They are available upon request from the authors. 
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As in many areas of applied economic research, the question remains to what extent the estimated partial 

correlation is indicative of a truly causal effect. The meta-regression models compared estimates obtained 

with methods that accounted for endogeneity (such as IV, 3SLS and GMM) with those that did not, but 

the results did not conclusively show a bias of the latter. However, the selected instruments may not be 

effective in reducing reverse causality in any case. Current migration is commonly instrumented by past 

migrant stocks under the assumption that migration flows are based on historical networks and ‘well-

trodden paths’ rather than current economic conditions. This does nonetheless not preclude a strong link 

between past migration and current trade that violates the assumption of independence between the 

instrument and the error term in the trade equation. Consequently, alternative methods should be 

considered, such as generalized propensity score estimation or the use of ‘natural experiments’, which 

have already been extensively applied to the issue of the labor market impact of immigration (see Longhi 

et al. 2010). For the analysis of micro level evidence, e.g. whether the act of migration is an inducement to 

engage in international trade, one might even consider the impact of ‘true’ randomization where migrants 

are selected through ballots (e.g. Gibson et al. 2011). 

 

Other possibilities for further research would include a focus on developing countries. The impact of the 

diaspora has been to date predominantly assessed with respect to the host country rather than the source 

country32. The meta-analysis suggests that bilateral trade impact of immigration may on average slightly 

favor the host country (with the elasticity for exports being slightly larger than for imports). Of course, a 

negative impact on the trade balance of the sending country might be offset by significant remittances. 

Additionally, there could be impacts on services trade (including tourism) and foreign direct investment. 

Clearly, the consideration of the impact of international migration on both sending and receiving countries 

with respect to the full range of international economic linkages, and their interactions, offers still much 

scope for further research. 

 

 

 

Source: Genc, M., Gheasi, M., Nijkamp, P., and Jacques, P. (2012) The impact of immigration on 

international trade: a meta-analysis. In P. Nijkamp., J. Poot and  M. Sahin (eds.), Migration Impact 

Assessment: New Horizons (pp. 301-337). Cheltenham, Edward Elgar.  

                                                           
32

 Blanes-Cristobal (2010) provides a recent contribution on the link between immigration and trade for developing countries. 
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CHAPTER 6: MIGRATION AND TOURIST FLOWS 

6.1.Introduction 

Both immigration and tourism have increased significantly in recent decades. International migration in 

the world has increased from 154 million per year in 1990 to 175 million in 2000 (United Nation 2002). In 

developed countries people think that the flow of migrants from poor countries to rich countries is 

higher, but in reality half of the migrations take place within the developing countries. One cause of this 

growth is the globalization process that enhanced mobility and improved accessibility to different places 

(Poot et al. 2008). In comparison, the growth in tourism was even stronger with 700 million worldwide 

tourist trips in 2000 as compared to 25 million in 1950 (Fischer 2007). The globalization process and 

tourism increase the information regarding economic prospects and also increase the flow of people to 

places with better economic opportunities. For example: prosperous places like London and Paris attract 

vast numbers of tourists, while some of these tourists become subsequently temporary or permanent 

migrants in the host country. So, tourism encourages migration. Conversely, migrants travel back to their 

home countries for short visits and their friends and relatives visit them in the host country. Therefore, 

migration boosts tourism. Thus, migration and tourism tend to become mutually interacting geographic 

phenomena whose importance is rapidly growing.  Migration – related tourism seems to become an 

important segment of global tourism. 

The visiting friends and relatives (VFR) market needs to be understood from a wider perspective of 

immigration and consumer trends. This can help us to figure out the size and importance of this subject 

and also forms the reason for further applied research. This can be illustrated by some UK figures. In the 

UK both the emigration of UK residents to abroad and the immigration of other countries’ residents to 

the UK had an upward trend from 2001 to 2006.  Table 6-1 shows the inflow, outflow and balance of 

immigration from 2001 to 2006. 

Table 6-1: Inflow, outflow and balance of migration in the UK 

Year Inflow (000) Outflow (000) Balance (000) 

2001 479 306 +173 

2002 513 358 +154 

2003 508 361 +147 

2004 586 342 +244 

2005 563 359 +204 
2006 591 400 +191 

Source: ONS: International migration 

The percentage of foreign residence in the UK as a percentage of total population increased from 4.0 in 

2000 to 6.5 in 2007 (ONS: Population Trends, 2007), given the UK a net gain of 2.5 percent in just over 

seven years. As there is a very close relationship between immigration and VFR tourism, inbound and 

outbound VFR tourism has increased significantly during the same period in the UK. Table 6-2 below 

demonstrates the inflows and outflows of VFR visits. 

The UK Office for National Statistics (ONS) in its series of “Travel Trends” publications indicated that 

the number of VFR visits accounted 19 percent of all visits to the UK in 1996, but in 2006 VFR visits 

accounted 29 percent of all visits to the UK (Travel Trends 2006).  
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The UK is one of few countries with a rather rich data system on tourism and migration. This paper 

studies the relationship between migration and VFR inbound and outbound tourism to and from the UK. 

Furthermore, it tries to answer the question whether demographic characteristics have an influence on 

VFR tourism to and from the UK. It is not easy to analyze this question, because the stock of the UK 

residents overseas is expected to increase the outbound tourism, while at the same time people who 

originated in the UK and who live in the countries being studied tend to return to their country of origin 

for short visits. This has also an impact on the flow of visitors to the UK.  A panel from 2001 to 2006 

with a cross section of 24 countries is used for the inbound flows and 18 countries are used for the 

outbound flows to study whether an increase in the number of immigrants from a particular country 

increases the number of VFR visits from that source to the UK and vice versa. 

Table 6-2: The UK related VFR visits, duration and expenditure 

Year 
Total VFR Visits 

(000) 
Total Nights 

(000) 
Total Expenditure 

(million £) 

 Inflows 

2001 5898 65183 2273 

2002 6398 70806 2514 

2003 6978 76439 2643 

2004 7861 86717 3026 

2005 8687 94393 3218 
2006 9406 102169 3562 

 Outflows 

2001 7727 115566 2512 
2002 7870 121947 2741 
2003 8527 124747 2910 
2004 9799 146297 3413 
2005 10648 161049 3748 
2006 11963 175923 4286 

Source: Author’s calculation based on ONS data 

This paper is organized as follows: Section 6.2 offers some definitions and a literature review on various 

studies that explore the relationship between migration and tourism and in particular visiting friends and 

relatives (VFR). Section 6.3 describes next the methodology and data used. In Section 6.4, we present the 

results and their policy implications, and, last but not least, Section 6.5 presents the conclusions. 

6.2. Literature Review   

Migration and tourism have been studied independently of one another up to the second half of the 20th 

century (Bell and Ward 2000). This lack of attention to the interrelationships between migration and 

tourism may be due to the lack of appropriate data and the absence of a solid theoretical framework.  The 

interrelationships between immigration and tourism are complicated and intertwined. The difficulty comes 

from the core of these two subjects since there is no unambiguous definition for both migration and 

tourism (Hall and Williams 2000). Migration is defined spatially “as movement across the boundary of an 

areal unit” (Boyle et al., 1998, p. 34), and “it is generally agreed that there will be some permanence to a 

move described as migration” (Boyle et al., 1998, p. 35). This definition, however, describes some 

characteristics of migration, but it does not provide a clear-cut definition, since it does neither cover 

internal migration, which happens inside the areal unit, nor temporary migration33. Meanwhile, the World 

                                                           
33 For more discussion and critics on definition of migration and tourism we refer to Hall and Williams, 2002      
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Tourism Organization defines tourism as “all travel away from home which involves a stay of at least one 

night but not more than one year”. 

The above statement represents a lack of a resilient and transferable definition of tourism and migration. 

The absence of an operational definition may be due to the complicated and intertwined behavioral 

natures of both tourism and migration. However, the recent literature which studies the relationship 

between migration and tourism suggests a new conceptual nexus, which exists between these, two subjects 

in both theoretical and empirical studies (Boyne et al. 2002). Hall and Williams (2000) divide tourism - 

related migration into different migration flows: 

 Production-led migration: this is also called labor migration, which is generated by the tourist service. 

 Consumption-led migration: this includes second-home owners, seasonal migration, and permanent 
migration. 
 

Based on the above two categories of migration flows, Hall and Williams (2000) present five categories of 

interrelationships between tourism and migration: tourism and labor migration, tourism and return 

migration, tourism and entrepreneurial migration, tourism and retirement, and second-home owners. 

Some of these five categories of tourism and migration presented by Hall and Williams (2000) have been 

studied more extensively; there are plenty of publications, for example, on retirement migration (Murphy 

1981, Hall 1990, King et al. 1998 and 2000, Rodriguez 2001,Haug et al. 2007, Oliver 2007), on second-

home owners (Haldrup 2004, Hall and Müller 2004, Williams et al. 2004, Dijst et al. 2005), on tourism and 

labor migration (Lundmark 2006), and related to immigration and international tourism on the import 

demand for consumer goods (Fischer 2007). 

The above conceptualization explores mainly tourism related to migration; this subject is predominantly 

present in VFR tourism. Boyne et al. (2002) identify this domain as migration-related tourism. This kind 

of tourism is a result of geographical expansion of family and friends’ networks (capital relationship). The 

internationalization of different forms of migration induces families and friends to maintain contact with 

each other. The result is a growing body of research on VFR tourism. There is a host of literature on 

travels with the purpose of VFR (Dwyer et al. 1993, King 1994, Cohen and Harris 1998, Morrison et al. 

2000, Poel et al. 2004). Some studies like McCann et al. (2009) investigated both theoretically and 

empirically the psychological cost of being away from friends and relatives. They indicated theoretically 

that the optimized travel frequency is inversely related to distance and transportation cost, and positively 

related to psychological cost. Dwyer et al. (1993) found that a 10 percent increase in migration in Australia 

will lead to an increase in the arrival of VFR tourists of 5.5 percent. They also suggested that immigration 

does not have an impact on other types of tourism. Seetaram (2008) found that the effect of immigration 

on tourism demand in Australia is relatively higher than that of growth in trade flows and population 

growth. 

The interrelationship between migration and VFR tourism in the UK is an underdeveloped area in the 

field of tourism economics. A small number of studies has looked into some aspects of VFR tourism; for 

instance, Hay (1996) on domestic VFR tourism. Seaton and Palmer (1997) empirically illustrated a number 

of features for domestic VFR tourism in the UK and they also noted from the five years of the UK 

Tourism Survey that the VFR was heavily biased toward young, single people or, if older, couples with 

children under the age of 15 years. Cohen and Harries (1998) studied mainly VFR trips domestically. Their 

aim was to show the people’s choice in selecting the mode of transportation between private and public 

modes. The Civil Aviation Authority (CAA) of the UK (2009) very recently studied the international VFR 

tourism. The CAA study finds that there is not a strong relationship between UK GDP and VFR trips; 

however, it shows that there is a link between UK GDP and migration.  
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Our study is different from the above-mentioned VFR studies in the UK, in particular, from the recent 

CAA study. Firstly, we have taken into account general VFR inbound and outbound flows without any 

particular indication of the mode of transportation, while this is not the case in the CAA study. Secondly, 

our study aims to reveal the relationship between migration and VFR tourism from both a migration and 

tourism perspective. This study aims to answer also the question whether migration has an impact on the 

duration of VFR visits, total VFR visits and total number of visits. 

6.3.Data and Methodology 

6.3.1. Introductory remarks 

A gravity model of trade will be used in estimating the relationship between immigration and international 

tourism to and from the UK. Tourism is essentially a form of international trade. The gravity model of 

international trade was developed by Tinbergen (1962) and Poyhonen (1963). This model takes into 

account that the amount of trade between two countries assumed to be increasing in their sizes (measured 

by their national incomes) and decreases in cost of transportation between them (measured by distance).  

The present study covers inbound and outbound VFR tourism between the UK and various countries34, 

for which detailed and consistent annual data on VFR visits, stock of immigrants, population and GDP 

per capita are available for the period of 2001 to 2006. Consequently, we have in our database six time 

periods and 24 cross-sectional units for inbound. However, for the outbound tourism from the UK due to 

lack of data on the stock of UK immigrants the number of cross-section decreases to 18 cross-sectional 

units.  

We will use a regression analysis to analyze the relationship VFR-migration. The models are estimated for 

VFR visits, duration of VFR trips and total number of visits.  Annual data on VFR visits, VFR duration 

and total number of visits stem from the UK Office for National Statistics (ONS). International Passenger 

Survey (IPS) defines a visit as “those entering or leaving the United Kingdom more than once in the same 

period are counted on each visit. The count of visits relate to UK residents returning to this country and 

to overseas residents leaving it” (Travel Trends: Appendix C, 2001, p.195). This survey refers to number 

of visit not the number of visitors and they excluded people migrating (to or from the UK) or travelling as 

crew of aircraft, ships or trains from analyses. Table 6-3 shows the description of variables used in this 

empirical study.  

The data have been collected from the series of Travel and Trends publications. This publication contains 

the main findings from the International Passenger Surveys (IPS), which collects information from the 

passengers to and from the UK. There are also specific data on the nationality of visitors who visited the 

UK. Besides, our study contains also data from other reliable sources, such as the Organization for 

Economic Co-operation and Development (OECD) database on the stock of immigrants and the World 

Bank database for GDP per capita, on total population of observed countries. Data on number of visitors 

to the UK were readily available from ONS. Finally, the stock of immigrants rather than immigrant flows 

is used in this empirical study, as it is plausible that the effect of immigration on VFR tourism is more 

prominent for those who immigrated before (stock of immigrants) than for the flow of immigrants.  

 

 

 

                                                           
34  Most of these countries are OECD countries.  
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Table 6-3: Dependent and independent variables in the study 

Dependent Variables 

VFRv Total number of friends and relatives visits (in thousands per year) to and from the UK. 
VFRd The duration of visiting friends and relatives in thousands of nights per year.  

Tvisits 
The total number of visits (in thousands per year) by nationality to and from the UK.
  

Independent Variables 

Migrant stock 
The number of migrants (in thousands) from various countries living in the UK and the 
number of the UK residents living in these countries. The expected sign for this variable is 
> 0. 

Population 
The total population (in thousands) of countries (base year= 2000). The expected sign for 
this variable is > 0. 

GDP/capita 
Gross domestic product per capita in 1000 US$ (base year= 2000). The expected sign for 
this variable is > 0. 

Dis 
Distance is measured in kilometres, between the UK capital and the capital of home 
country. The expected sign for this variable is < 0, but for duration per visit the expected 
sign is >0. 

 
Time dummy (2001 – 2006).  2001 is the base year for inbound and outbound models.  

 
Cross-section dummy for each country. Sweden is the reference country for inbound and 
outbound models. 

 

6.4. Regression Model Specification 

This study uses an OLS regression model (with and without dummy variables) with the variables as 

indicated in Table 6-3. These variables are used to estimate the effect of immigrant’s links to VFR 

tourism. Gujarati (2003) indicates that the use of a panel methodology has advantages, as it uses more 

informative data and it accounts for unmeasured time-invariant determinants. Our balanced pooled panel 

(a pooling of times series and cross-sectional data) is estimated for 24 countries for inbound flows and 18 

countries for outbound flows over 6 years from 2001 to 2006.  The regression estimation is applied to 

gravity for tourism to and from the UK. 

We have first formulated an OLS regression equation without time and country-specific dummies, 

because dummy (fixed-effect) variables preclude the use of variables that do not vary over time (e.g., 

distance). Secondly, we used a dummy variable technique to test jointly time and cross-sectional effects. 

The equation for the OLS regression is the following: 

log(𝑌𝑖𝑡) =  𝛽0 + 𝛽1 log(𝑠𝑡𝑜𝑐𝑘𝑖𝑡) + 𝛽2 log(𝑝𝑜𝑝𝑖𝑡) + 𝛽3 log (
𝐺𝐷𝑃

𝑐𝑎𝑝𝑖𝑡𝑎
)

𝑖𝑡
+ 𝛽4 log(𝑑𝑖𝑠𝑖) + 𝜇𝑖𝑡 (1) 

Where, i refers to the origin country in the inbound flows and to the UK itself in the outbound flows.  Yit 

may have different meanings (as indicated in Table 3); stockit is the immigration variable measured by the 

stock of immigrants from country i at time t , while (GDP/capita)it and popit are GDP per capita and 

population of country i at time t. In these ((GDP/capita)it and popit) variables i35 refers to the origin 

country in inbound flows and to the destination country in outbound flows. Disi is the distance in 

thousands of kilometers between the UK and the relevant countries. 

                                                           
35 We do not use the UK population and GDP/capita in the outbound flows, because these variables remain constant across 

countries in our panel data (pooling of times series and cross-sectional). Therefore it is not possible to measure their coefficients 

in the fixed effect. 

t

i
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Next we take advantage of the panel data and estimate the model with fixed effects for country and time 

effects. The distance variable is omitted from the model for the reason indicated above. The regression 

equation including time effect and cross-section effect can be written as:  

log(𝑌𝑖𝑡) = 𝜆0 + 𝜆𝑡 + Γ𝑖 + 𝛽1 log(𝑠𝑡𝑜𝑐𝑘𝑖𝑡) + 𝛽2 log(𝑝𝑜𝑝𝑖𝑡) + 𝛽3 log (
𝐺𝐷𝑃

𝑐𝑎𝑝𝑖𝑡𝑎
)

𝑖𝑡
+ 𝜇𝑖𝑡 (2) 

Where,     is a time-dummy and    is a cross-section-dummy. They are used to capture the time-effect and 

cross-section effect; all other variables are previously defined. The model is next regressed by using 

different dependent variables (see Table 6-3), while each model has immigration as an explanatory variable 

along with other explanatory variables that economic theory suggests as driving forces. 

6.5. Model Results and Discussions 

6.5.1. Results for VFR visits 

Our regression analysis uses two regression models. These refer to equation (1) and (2) respectively. The 

regression results36 for the VFR visits show that the models explain 69 and 95 percent of the variation in 

the dependent variable for the inbound flows, respectively. These results are slightly higher for the 

outbound flows with 73 and 98 percent respectively. In addition, our paper uses the Wooldridge test to 

see, whether there is serial correlation in the regression. The Wooldridge test shown at the bottom of each 

regression model is higher than the test level α=0.05 for each model, and therefore the results reject the 

presence of serial correlation. Table 6-4 represents a summary of the empirical results for the inbound and 

outbound VFR visits. 

The estimated coefficients have the expected signs in the first equation. The stock of immigrant is 

positively related to VFR visits and is highly significant at one percent in the first equation for both 

inbound and outbound flows. This indicates that as the stock of immigrants increases at one percent, the 

UK experiences a 0.69 percent increase in VFR tourist flows while the outbound flows of VFR from the 

UK increases at 0.46 percent, respectively. Meanwhile, the migrant stock is also significant at 5 and 1 

percent and positively related to the dependent variable in the lower part of Table 6-437 for both inbound 

and outbound flow of tourists, respectively. This confirms the robustness of our result in the link between 

migration and VFR flows38.  

Population is also significant at a 1 and 10 percent level in the first equation inbound and outbound VFR 

flows, respectively. It is positively related to the dependent variable. GDP per capita is significant at one 

percent level in the first equation for both inbound and outbound VFR flows. It indicates that with one 

percent increase in GDP/capita of original country, the UK receives 0.32 percent increase in VFR visits. 

The result for outbound VFR flows indicates that as GDP/capita of destination countries increases by 

one percent the UK residents’ VFR visits increases by 0.29 percent. This result confirms the previous 

empirical findings that income is an important determinant of tourism. Meanwhile, the CAA (2009) report 

also finds that GDP/capita is significant and positively related to inbound and outbound VFR visits. 

 

 

                                                           
36

  See Appendix I for inbound and Appendix II for outbound flows for the second equation results. 
37 Adding dummy variables decreased degree of freedom and captured all other effects in the second equation. Therefore, 

GDP/capita and population are statistically insignificant in both directions.  
38 The low outcomes for this elasticity in the second estimation means that part of the effect of migrant stock is already 

incorporated in the country dummy coefficients.  

i
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Table 6-4: Regression results for VFR visits 

Variables 

Inbound Outbound 

Regression Result 

Coefficient t-statistic Coefficient  t-statistic 

Constant  -0.928 -0.96 1.943      1.43 
Pop  0.221   4.19* 0.133   1.72*** 
Migrant stock  0.688 13.33* 0.459 8.43* 
GDP/capita  0.320   6.17* 0.292 3.51* 
Distance -0.258  -6.79*      -0.370      -6.81* 

R-square: 0.69                                                   R-square: 0.73   
Obs. 131                                                            Obs. 99 
W- test Prob>F= 0.558                                     W-test Prob>F= 0.271 

 Regression Result with Time and Country Effects 

Constant  4.248 0.96 2.791 1.42 

Pop 0.011 0.10 0.098 0.83 

Migrant stock 0.368    2.88** 0.370   3.28* 
GDP/capita -0.161 -0.38 0.005  0.05 

Time effect Yes   Yes 
Country effect Yes Yes 

R-square: 0.95                                                  R-square : 0.98 
Obs. 131                                                           Obs. 99       
W-test   Prob>F= 0.638                                    W-test   Prob>F= 0.498 

* Significant at 1 percent, ** significant at 5 percent and *** significant at   10 percent 

The geographical distance between the UK and respective countries, reduces both inbound and outbound 

VFR flows. Distance is significant at a 1 percent level in the first equation in both directions of VFR visits. 

The regression indicates that an increase in distance by one percent will decrease the inbound VFR visits 

by 0.26 percent and outbound VFR visits by 0.37 percent, respectively. The higher value of the distance 

parameter for the outbound VFR visits suggests that the UK residents tend to travel shorter distances 

than their counterparts.  

6.5.2. Results for the duration of VFR 

The regression results39 for the duration of VFR visits show that 65 and 92 percent of the variation in the 

dependent variable for the inbound is explained by our regression estimates. These results are higher for 

the outbound flows with 75 and 95 percent respectively. The Wooldridge test shown at the bottom of 

each regression model is higher than the test level α=0.05 for each model, and therefore we may reject the 

hypothesis of serial correlation.  

The estimated coefficients have the expected signs in the first equation. Distance is positively related to 

the dependent variable as it was expected in both inbound and outbound duration of VFR visits. 

However, this variable is not significant for the outbound duration of VFR visits. The explanation is that 

the total duration of VFR trips is the product of the total number of VFR trips and the duration per trip; 

when distances are longer, the duration of the trips is also longer, and this compensates for the smaller 

number of trips. Moreover, in the inbound duration of VFR visit we can see from the cross-section 

coefficient that countries like Australia, Canada and USA, which have long distance with the UK, have 

high coefficients and they are statistically significant at one percent. Table 6-5 offers a summary of models 

for inbound and outbound flows related to VFR duration. 

The regression result for the stock of migrants is significant at a 1 percent level in both inbound and 

outbound duration of VFR visits in the first equation, respectively. The results indicate that a one percent 

                                                           
39  See Appendix I for inbound and Appendix II for outbound flows for the second equation results. 
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increase in the stock of migration increases the inbound duration of VFR by 0.80 percent and outbound 

VFR duration by 0.44 percent, respectively. Meanwhile, there is a positive relationship between population 

and GDP/capita with the duration of visits. They are both positively related to the dependent variable and 

they are significant. This shows that increase in population and GDP/capita tends to positively affect the 

duration of VFR visits. 

Table 6-5: Regression results for duration of VFR visits 

Variables 

Inbound  Outbound 

Regression Result 

Coefficient t-statistic Coefficient  t-statistic 

Constant   -0.241      -0.19 0.519  0.36 
Pop    0.207  3.82* 0.215     2.90** 
Migrant stock    0.795 13.30* 0.435        7.87* 
GDP/capita    0.166      2.48*** 0.317        3.44* 
Distance    0.124   2.91* 0.017        0.32 

R-square: 0.65                                                 R-square: 0.75    
Obs. 131                                                          Obs. 99       
W- test Prob>F= 0.723                                   W-test Prob>F= 0.084 

 Regression Result with Time and Country Effects 

Constant  6.336 1.08 1.938 0.51 
Pop -0.069 -0.44 0.258 1.13 
Migrant stock 0.429       2.33*** 0.261 1.19 
GDP/capita -0.201 -0.33 0.207 1.09 
Time effect Yes Yes 
Country effect Yes Yes 

R-square: 0.92                                                    R-square : 0.95    
Obs. 131                                                             Obs. 99          
W-test Prob>F= 0.470                                       W-test   Prob>F= 0.109  
* Significant at 1 percent, ** significant at 5 percent and *** significant at 10 percent 

6.5.3. Results for total number of visits 

Table 6-6 presents results40 for the total number of visits, entering and leaving the UK, thus including 

VFR as one of the components. The share of VFR in the total number of inbound flows from 2001 to 

2006 is 27.9 percent and for outbound flows it is 14.9 percent. The regression shows that 70 and 92 

percent of the variation in the dependent variable for the inbound flows is explained by our models and 

for the outbound flows it is 39 and 98 percent, respectively. The Wooldridge test is higher than the (0.05) 

significance level for all models, and therefore we may again reject the serial correlation. 

All variables in the first equation appear to have the expected signs for the parameters in both directions 

of flows. The stock of migrants is significant at a 1 percent level in the first equation in inbound and 

outbound flow of visits, respectively. These results means that if the stocks of migrants rise by one 

percent, short-term inflows will increase by 0.66 percent and outflow increases by 0.46 percent, 

respectively. The stock of migrants in the second equation in inbound flows became smaller. This is 

similar to the case in Table 6-4 we find that part of the effect of migrant stock may be incorporated in the 

country dummy coefficients. This result confirms that immigration is a crucial determinant of short visits 

in both inbound and outbound trips. Meanwhile, the population has a positive sign and is also significant 

at a 1 percent in the inbound flows, indicating that ceteris paribus higher values for this variable imply a 

higher probability of short term visits from original countries to the UK.  

 

                                                           
40  See Appendix I for inbound and Appendix II for outbound flows for the second equation results. 
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Table 6-6: Regression results for total number of visits 

Variables 

Inbound  Outbound 

Regression Result  

Coefficient t-statistic Coefficient  t-statistic 

Constant  -2.546   -2.31*** 5.981  2.66** 
Pop 0.294    5.76* 0.093       0.73 
Migrant stock 0.658  11.77*  0.460       4.62* 
GDP/capita 0.534    8.90* 0.192       1.35 
Distance     -0.254   -6.74*        -0.799      -5.17* 

R-square: 0.70                                                  R-square: 0.39   
Obs. 136                                                           Obs. 99       
W-test Prob>F= 0.305                                   W-test Prob>F= 0.060 

 Regression Result with Time and Country Effects 

Constant  7.975    1.39 5.906 4.59* 
Pop -0.023   -0.16       -0.013      -0.17 
Migrant stock  0.300  2.08*** 0.069 0.93 
GDP/capita -0.362   -0.65       -0.041 -0.64 
Time effect Yes Yes 
Country effect Yes Yes 

R-square: 0.92                                                 R-square : 0.98       
Obs. 136                                                           Obs. 99  
W-test Prob>F= 0.324                                     W-test   Prob>F= 0.162  
* Significant at 1 percent, ** significant at 5 percent and *** significant at 10 percent 

The estimated coefficient for the distance is significant at a 1 percent and this indicates that a one percent 

increase in distance decreases the inbound short term visits by 0.25 percent. The impact of distance for 

the outbound of short-term visits is higher compared to the inbound visits. The coefficient indicates that a 

one percent increase in distance decreases the outflow of short-term visits by 0.64 percent.  Meanwhile 

GDP per capita is significant in the first equation in inbound. This means that an increase in GDP per 

capita of origin countries, ceteris paribus increases the inbound flows of short visits.  

The cross-section effect shows that the UK residents tend not to travel a lot to Scandinavian countries, 

because the coefficient of Finland and Denmark has negative sign and Norway is statistically not 

significant.  

The comparison between the regression result from VFR visits and the total number of visits shows that 

the migrant stock is significant and positively related to the dependent variables. In addition, the distance 

is also significant and negatively related to the dependent variables.  

6.6. Conclusion 

In this paper we have analyzed the relationship between VFR visits and migration by using panel data 

from the UK. The aim of this paper was to answer the question whether immigration has an impact on 

the increase of VFR tourism (inbound and outbound) to and from the UK. The regression supports the 

hypothesis that there is a strong relationship between stock of migrants and VFR tourism. Our results 

confirm the findings from previous studies (Dwyer et al. 1992, Seetaram 2008 and CAA 2009) which have 

also shown that there is a clear relationship between migration and VFR tourism. The empirical result 

from the present paper shows that as the stock of immigrants increase from a certain country ceteris 

paribus the number of VFR visits from that particular country rises. The regression also points out that 

GDP per capita, which determines the ability to travel, has a positive impact on VFR visits. Next, the 

distance is, as expected, negatively related to VFR visits and the total number of visits and positively 

related to the duration of VFR visits.    
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This paper has presented part of the broad relationship between migration and tourism. There are many 

other interesting topics such as those presented by Williams and Hall (2000) that need further research. 

One of the primary challenges in studying empirically the relationship between tourism and migration is 

the lack of an extensive consistent database on these two subjects. Very few studies have focused 

empirically on the link between migration and international tourism. This prompts significant challenges 

in empirical studies. Another big challenge is of course building a database. There are unfortunately, only a 

few countries, which traditionally focus on producing data on foreign residents. This refers to a person 

born abroad and who retained the nationality of their country of origin, but it should also address the 

second and the third generations born in the host country, like European Union members. Some other 

countries like Australia, Canada and the US, focus on producing data on foreign-born population, which 

refers to the first-generation migrants, and may consist of both foreign and national citizens. This 

difference in collection of data can produce different numbers and certainly has consequences for 

empirical results. 
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Appendix I: Complete report of equation II for inbound flows41 

 VFR visit Duration of VFR Total visit 

Constant   4.248  (0.96)  6.834  (1.08)  7.975  (1.39) 

Pop  0.011  (0.10) -0.069  (-0.44) -0.023  (-0.16) 

Migrant stock  0.368  (2.88)**  0.429  (2.33)***  0.300  (2.08)*** 

GDP/capita -0.161  (-0.38) -0.201  (-0.33) -0.362  (-0.65) 

Dum02 -0.115  (-1.12) -0.204  (-1.37) -0.083  (-0.63) 

Dum03  0.170  (1.09)  0.122  (0.55)  0.252  (1.27) 

Dum04  0.260  (1.29)  0.237  (0.82)  0.398  (1.55) 

Dum05  0.335  (1.47)  0.282  (0.86)  0.529  (1.81)*** 

Dum06  0.425  (1.71)***  0.373  (1.04)  0.607  (1.89)*** 

Australia -0.161  (-0.38)  2.618  (7.84)*  0.784  (2.56)*** 

Belgium  1.274   (5.49)*  1.181  (3.37)*  1.350  (4.43)* 

Canada  1.195   (4.91)*  2.751  (6.81)*  1.042  (2.84)** 

China -0.559  (-0.39)  1.544  (0.74) -1.364  (-0.74) 

Denmark  0.958   (2.98)*  1.355  (2.93)*  1.044  (2.70)** 

Finland  0.109   (0.23)  0.757  (1.12)  0.253  (0.46) 

France  2.141   (8.60)*  2.432  (6.78)*  2.221  (6.73)* 

Germany  2.002   (6.66)*  2.526  (5.84)*  2.155  (5.41)* 

Greece  0.450   (1.16)  1.280  (2.29)*** -0.067  (-0.13) 

India  0.152   (0.09)  2.143  (0.83) -0.731  (-0.32) 

Ireland  2.305   (8.47)*  2.293  (5.85)*  2.316  (6.84)* 

Italy  0.886   (3.04)*  1.551  (3.70)*  1.248  (3.24)* 

Japan -0.057   (-0.11)  1.028  (1.34)  0.659  (0.99) 

Luxembourg -1.362   (-0.80) -1.369  (-0.56) -3.712  (-1.66)*** 

Netherlands  1.689   (7.91)*  1.859  (6.05)*  1.804  (6.53)* 

New Zealand -0.149   (-0.50)  1.701  (3.94)* -0.603  (-1.53) 

Pakistan  0.418   (0.24)  2.658  (1.06) -1.191  (-0.53) 

Poland  0.831   (1.10)  1.768  (1.62) -0.124  (-0.13) 

Portugal -0.668   (-1.68)***  0.133  (0.23) -0.821  (-1.59) 

South Africa -0.054   (-0.06)  1.571  (1.14) -0.296  (-0.24) 

Spain  1.392   (4.30)*  2.210  (4.74)*  0.905   (2.14)*** 

Turkey -0.320   (-0.38)  1.223  (1.00)  0.931  (0.84) 

USA  2.174   (5.10)*  3.137  (5.11)*  2.423  (4.29)* 

R2 0.95 0.92 0.93 

Obs 131 131 136 

* Significant at 1 percent, ** significant at 5 percent and *** significant at 10 percent. T-statistics are in parentheses  

                                                           
41 Sweden is the base country and 2001 is the base year in inbound flows.  
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Appendix II: Complete report of equation II for outbound flows42 

 VFR visit Duration of VFR Total visit 

Constant   2.791  (1.42)  1.938  (0.51)  5.906  (4.59)* 

Pop  0.098  (0.83)  0.258  (1.13) -0.013  (-0.17) 

Migrant stock  0.370  (3.28)*  0.261  (1.19)  0.069  (0.93) 

GDP/capita  0.005  (0.05)  0.207  (1.09) -0.042  (-0.64) 

Dum02 -0.054  (-0.93) -0.135  (-1.20)  0.028  (0.74) 

Dum03  0.023  (0.37) -0.249  (-2.02)***  0.075  (1.79)*** 

Dum04  0.068  (0.93) -0.255  (-1.81)***  0.118  (2.46)*** 

Dum05  0.126  (1.79)*** -0.160  (-1.18)  0.160  (3.50)* 

Dum06  0.207  (2.56)*** -0.047  (-0.30)  0.191  (3.62)* 

Australia -0.942  (-1.91)***  0.761  (0.80)  0.268  (0.83) 

Belgium  0.237  (2.07)*** -0.279  (-1.26)  1.723  (23.04)* 

Czch Rep -0.022  (-0.07)  0.396  (0.60)  0.973  (4.39)* 

Denmark -0.179  (-1.68)*** -0.327  (-1.59) -0.124  (-1.78)*** 

Finland  -0.701  (-3.21)* -0.501  (-1.19) -0.677  (-4.74)* 

Germany  0.646  (1.98)***  0.385  (0.61)  1.821  (8.53)* 

Greece  0.227  (1.56)  0.898  (3.21)*  2.253  (23.81)* 

Hungary  0.134  (0.39)  0.290  (0.43)  0.049  (0.21) 

Italy  0.797  (3.62)*  0.656  (1.54)  2.164  (15.06)* 

Japan -1.416  (-4.76)* -0.546  (-0.95) -1.276  (-6.56)* 

Luxembourg -1.736  (-5.47)* -1.693  (-2.76)** -1.388  (-6.69)* 

Netherlands  0.598  (3.71)*  0.227  (0.73)  1.833  (17.42)* 

Norway -0.446  (-3.44)* -0.386  (-1.54)  0.041  (0.48) 

Portugal  0.027  (0.23)  0.508  (2.22)***  1.739  (22.48)* 

Spain  0.778  (2.40)***  1.060  (1.69)***  3.639  (17.18)* 

Switzerland  0.140  (1.22) -0.051  (-0.23)  1.102  (14.64)* 

USA -0.015  (-0.03)  0.462  (0.42)  2.343  (6.25)* 

R2 0.98 0.95 0.99 

Obs 99 99 99 

* Significant at 1 percent, ** significant at 5 percent and *** significant at 10 percent. T-statistics are in parentheses. 

 

 

 

 

 

 

 

                                                           
42 Sweden is the base country and 2001 is the base year in outbound flows.  
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CHAPTER 7: WAGE GAPS BETWEEN NATIVE AND 
MIGRANT GRADUATES OF HIGHER EDUCATION 
INSTITUTIONS IN THE NETHERLANDS 

7.1. Introduction 

The share of foreign-born population has greatly increased in recent years in most developed countries. 

This has prompted much research on the social and economic impacts of immigrants on the host society. 

Such impacts may refer to job creation (or loss), wage changes, welfare and growth effects, trade and 

tourism flows, or new business formation. A broad review of migration impact assessment matters can 

found in Nijkamp et al. (2012).  An important and recurrent question is whether a migration inflow may 

widen the wage differences between natives and migrants. The present paper will examine in particular the 

wage gap between natives and migrants with a higher education diploma in the Netherlands. 

In the Netherlands, the share of immigrants in the total population has risen substantially in recent 

decades. Figure 7-1 below describes the immigration situation over the past ten years. As can be seen, the 

share of younger immigrants is higher compared to the older categories. This indicates that migrants who 

migrated to the Netherlands during that period were mostly young people. Especially, the 20-30 age group 

is large, and their share increases as we move toward 2010. Some of these migrants have completed their 

education in their country of origin; others in the Netherlands43. With reference to Eurostat 2010, there 

were 1.8 million foreign-born residents in the Netherlands, corresponding to 11.1 per cent of the total 

population. Of these, 1.4 million (8.5 per cent) were born outside the EU and 0.428 million (2.6 per cent) 

were born in another EU Member State. 

 

Figure 7-1: Immigration and age categories, on average, from 2001 to 2010 in the Netherlands 

Source: CBS 2013. 
 

Immigration and the immigrants’ economic impact on the host society has long been a sensitive topic in 

the economic literature. As migrants are heterogeneous in terms of skills and social demographic 

characteristics, their impact on the host country labor market can also be different. There is much 

evidence of a wage gap between migrant workers and native workers (Behtoui, 2004). 

The aim of the present paper is, first, to examine the gross salary of students who have graduated from 

Dutch institutions of higher professional education, and then to make a comparison between migrants 

                                                           
43

 Migrants coming from non-OECD countries may find that their university or collage degree is not considered equivalent to a 

Dutch degree. Therefore, they need to re-study and refresh the degree obtained in their homeland. 
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and natives in the labor market. In doing so, we employ the Mincer equation for graduates of Dutch 

higher professional education institutins. Moreover, this paper contributes to the emerging list of studies 

on wage differences between migrants and natives in the following ways. First of all, in our empirical 

analysis the role of skill bias is rather limited: natives and migrants in our sample have largely obtained the 

same degrees from a higher education institution. Secondly, we also control for parents’ roots (ability), and 

our empirical results reveal that wage discrimination is related to the individuals’ roots. Graduates from 

non-OECD countries appear to receive lower wages. Furthermore, immigrants who invest in their 

education at later ages earn lower wages; therefore, age structure plays a role in the payment of different 

wages in the labor market. 

After reviewing the literature on wage differences between immigrants and natives, the paper presents 

some empirical results, by using data from Maastricht University for 2007 to 2010 on graduates of higher 

professional education. We found that there is no wage difference between natives and second-generation 

migrants, but the wage gap between first-generation migrants and natives is -3 per cent. Furthermore, we 

also find that migrants coming from outside the OECD zone receive a lower gross salary in comparison 

with OECD zone migrants. This study demonstrates that the most important factor in the wage gap 

between immigrants and natives is in fact not strongly related to their human capital endowment, but 

likely more to their ability and possible discrimination on the labor market. 

The remaining part of the paper is organized as follows. Section 7.2 provides a literature review, while 

Section 7.3 describes our data set and offers a descriptive analysis. Section 7.4 presents the empirical 

results, and Section 7.5 concludes. 

7.2. Literature Review 

In recent years, special attention has been devoted to the impact of immigrants in general and highly 

educated and skilled immigrants, in particular.  Several studies (see, Groot, 2013; Friedberg, 2000) have 

revealed that, although developed countries are in desperate need of skilled and highly educated 

immigrants, immigrants and even the children of immigrants (also called the second-generation) are not 

enjoying equal job opportunities and wages.  

According to human capital theory, the difference in labor market outcome is related to an individual’s 

investment in education and job trainings (Becker and Becker, 1993; Mincer, 1974). Education and job 

training increase an individual’s productivity, which in turn has a positive impact on a person’s earning. 

On the basis of this theory, individuals with the same labor supply characteristics are expected to have the 

same wage and employment opportunity. Furthermore, as the conventional human capital model cannot 

fully explain the differences in terms of wage and employment opportunities between migrant and native. 

Some additional adjustments have been added in the model, for example, between individuals’ investment 

on human capital whether it was accumulated in the country of origin or country of destination. The same 

holds true for the years of work experience, especially if they are from non-OECD countries (Coulon, 

2001; Friedberg, 2000); lack of host country’s specific skills, language and knowledge. In due time, 

however, after immigrants have lived for a number of years in the host country, they steadily acquire the 

host country’s specific knowledge and language. Consequently, their labor market performance will 

increase, and in the course of time their wage difference in comparison to natives will be diminished 

(Friedberg, 2000; Borjas, 1985; Chiswick, 1978). In our study we focus on immigrants who have graduated 

from Dutch higher education, therefore they have the same educational qualifications as the natives. If 

that were the only relevant factor, there would not be a wage difference between immigrants and natives, 

and in particular between second-generation immigrants and natives. 



 

97 

 

At the same time, the concept of social capital indicates that social ties produce transferable values, and 

can lead people toward better employment opportunities and possibly higher paid jobs. According to 

Bourdieu and Wacuant (1992, p 119) “social capital is the sum of the resources that accrue to an individual 

or a group by virtue of possessing a durable network of more or less institutional relationships of mutual 

acquaintance and recognition.” This brings two important elements of social capital: 1) the strength of 

social network (total number of connection) that one can depend on, and 2) the sum of the resources 

(capital, human and cultural) that each social network possess.  Studies find that a person with a better-

connected network has more chances in job-matching channels, which may also be associated with higher 

incomes (Granovetter, 1995; Sprengers et al., 1988). As personal relationships are homogeneous in 

different groups (e.g. ethnic, religious), job opportunities acquired via personal relationships can cause 

inequalities in society (Behtoui, 2004).  Campbell et al. (1986) indicate that networks are resources and, like 

many other resources, they are not distributed evenly. Sprengers et al. (1988) studied 242 Dutch men, aged 

40-55, who became unemployed in or before 1978. He concludes that those with better social capital 

found a job within a year, especially those with access to social capital through weak ties. Furthermore, Lin 

et al. (1981) find that person who uses information from, and the influence of, powerful, wealthy or 

prestigious people are more likely to find a better job than those without such connections.  

There are two neoclassical economic models that can explain the labor market gaps between immigrants 

and natives from the demand side. The first is the taste model developed by Becker (1957), and the 

second is statistical discrimination pioneered by Phelps (1972) and Arrow (1973). According to Becker’s 

model discrimination is fundamentally a problem of taste, meaning that there is a disamenity value in 

employing a person, while, according to Phelps and Arrow, it is due to lack of information about the 

productivity of individuals. This gives the firms an incentive to use observable characteristics, such as race, 

gender, etc., to infer the expected productivity of applicants. However, the second model is not free of 

criticism (for an overview, see Aigner and Cain, 1977).  As it is difficult to measure discrimination 

empirically44 in the labor market, scholars adopt the conventional discrimination measure namely the 

effect of  “otherness” on wage and employment to explain the differences between immigrants and the 

natives (Chiswick, 1978; Behtoui, 2004). Foreign background is negatively related to employment and 

wages, especially for those outside the OECD circle  (Miles, 1993). 

In this paper, we divide the immigrants first into first and second generation, and then to two groups 

namely; those with roots to OECD countries, and those with roots to non-OECD countries. The 

motivation behind this selection is the cultural similarity of OECD countries with the Netherlands, and 

distance of cultural between non-OECD countries and the Netherlands. Through this distinction we 

would like to capture the possible risk of suffering from discrimination (Miles, 1993). Furthermore, having 

a foreign background is associated with lower wages and employment, especially for those from non-

OECD countries (Behtoui, 2004). Furthermore, we also examine the effect of having a foreign born 

father or mother from OECD or non-OECD countries for the second generation migrants to test 

Chiswick’s (1977) and Behtoui’s (2004) hypothesis. Based on Chiswick (1977) hypothesis, a foreign father 

is more likely to have migrate for the sake of his own economic reasoning, therefore, he does not 

represent a random sample of men from his country of origin. we focus on highly-educated migrants who 

have completed their studies together with natives in the same year, and then entered the labor market. 

Thus, we have hardly any skill bias in our analysis.. Before presenting the empirical results, we discuss the 

data set and carry out some descriptive analyses. The next section presents a brief description of the data 

we used. 

                                                           
44

 because factors such  race, skin colour, hair colour etc have significant impact on discrimination, and we do not control for 

them. 



 

98 

 

7.3. Data Source and Descriptive Analysis 

Our data originates from the Research Center for Education and the Labor Market (ROA) of Maastricht 

University in cooperation with DESAN Research Solutions. The survey is based on the cohort of students 

(in higher professional education)45 who graduated in the period 2006/2007 to 2009/2010 after higher 

professional training. Graduates were surveyed approximately 18 months after they had completed their 

studies, and information was collected not only on their discipline of study and other aspects of their 

background, but also on their current job. Together with this, spatial information was also collected. The 

average response rate was 37 per cent for each year. Furthermore, we focus on graduate students who had 

obtained their degree and have a full-time job. Therefore, we dropped from our analysis those graduates 

who had part-time jobs, were self-employed, were still students, and whose answer sheets had missing 

information.  

For the students who have graduated from higher education, data are available on a series of variables 

including: personal characteristics (such as gender, age and ethnicity), subject of study, mode (full-time vs. 

part-time), degree results at the time of graduation, whether individuals are employed in small firms (1-9 

employees), medium-sizefirm (10-99 employees), or large firms (>=100 employees), and graduates were 

also asked to give information about their place of residence, for instance: where they lived when they 

were 16 years old; where they lived during their course of study; and where they were now? Through an 

analysis of these questions, we could generate four variables, namely: lived in Noord Holland, Zuid 

Holland, Utrecht, (NH, ZH, U); moved to (NH, ZH,U); left (NH, ZH,U), and moved in-between (NH, 

ZH,U). Each of the aforementioned provinces (Noord Holland, Zuid Holland, Utrecht) hosts one of the 

major cities (Amsterdam, Rotterdam, The Hague, and Utrecht); these cities are called the Randstad in 

Dutch.  

Table 7-1 presents the personal characteristics of graduates with a higher professional education. The 

gender composition is 53 per cent male and the mean age of the graduates is 27 years. The share of 

second-generation migrants is higher (8.6 per cent) compared with first-generation (3.4 per cent). We also 

added three dummies to capture the differences between natives, OECD nationals and non-OECD 

nationals. As can be observed from Table 7-1 the share of non-OECD (7.6 per cent) nationals is higher 

compared with OECD nationals (4.4 per cent). 

Table 7-1: Personal characteristics of the alumni higher professional training. 

HBO graduates Mean Std. Dev Min Max Obs 

Age (years)  26.93 5.89 20 50 26257 

Gender (male) 0.53 0.499 0 1 26257 

Migrants 0.120 0.325 0 1 26257 

1st  generation migrants 0.034 0.181 0 1 26257 

2nd generation migrants 0.086 0.280 0 1 26257 

Native 0.880 0.325 0 1 26257 

OECD nationals 0.044 0.206 0 1 26257 

Non-OECD nationals 0.076 0.264 0 1 26257 

 

Regarding the graduation score, Table 7-2 presents descriptive statistics for natives, and first-and second-

generation migrants. The share of the first-generation migrants in the high graduation marks is slightly 

higher than that of the second-generation. This indicates that the first-generation migrants are more 

talented than the second-generation migrants. A possible reason for higher marks of the first-generation 
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migrants might be that some of these students came into the Netherlands already with a degree from their 

country of origin, and, because their original degree is not considered to be equivalent to a Dutch degree, 

they have to re-study for a couple of years.  

Table 7-2: Graduation scores  

 Native First-generation 

migrants 

Second-generation 

migrants 

 Mean 

Graduation score6_7* 0.492 0.512 0.551 

Graduation score7.5_8.5 0.479 0.459 0.427 

Graduation score9_10 0.029 0.029 0.022 

*Graduation score 6-7 is the reference category.  

Figure 7-2 below shows the ratio of supply and wages for natives vs. immigrants in different age 

categories of graduates with a higher professional education. As expected, the supply ratio of first-

generation migrants is low in the younger age groups (20-24), but, interestingly, they get higher wages. As 

we move further along the age line, the supply ratio of first-generation migrants to native increases, and 

the wage ratio gets below 1, indicating that older migrants are not paid as much as natives of the same age 

in the labor market. For the second-generation immigrants, there is no wage difference with natives, and 

even at older ages, the second-generation migrants receive slightly higher wages compared with natives. 

   First-generation immigrants (age groups)       Second-generation of immigrants (age groups) 

 

Figure 7-2: Higher professional education alumni immigrant/ native, wages and supply by age category 

7.4. Estimation of the Mincer Equation 

The Mincer equation (Mincer, 1974) is often used in economics to analyse wage variation. This equation 

relates wages to a series of personal, work, and regional characteristics, and performs normally well in 

explaining the positive relationship between ability (proxied by years of education) and earnings. In the 

Mincer equation, it is assumed that the logarithm of earnings is a nonlinear function of experience, and, 

according to the model, it can be measured as age minus years of schooling, minus the school starting age 

(5 years). In this study we do not have information on total years of education. Therefore, we use age and 

age squared as proxies for experience. Furthermore, we also include the subject of study in the form of 7 

dummies for graduates with higher professional training46 and type of school before higher education. We 

also introduce a dummy variable taking the value of 1, if the individual is responsible for controlling other 

employees, i.e. he/she is a ‘supervisor’, and 0 otherwise. Furthermore, to control for the language of the 
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 For more information on the descriptive statistics, we refer to Appendix A. 
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graduates, we use a dummy taking the value of 1 if a language other than Dutch is spoken inside the 

household. 

The regression equation for graduates with higher professional education is written as: 

         log(𝑤𝑖,𝑡) = 𝑋𝑖,𝑡𝛽 + 𝑍𝑖,𝑡𝛾 + 𝜖𝑖,𝑡        (1) 

where (wit) is the gross monthly salary of individual (i) in year (t);  Xi,t represents the explanatory variables 

that include the graduation score47, age (a proxy for experience), age-squared to capture nonlinear effects, 

dummies for gender, field of study, and residential location; Zi,t is a dummy for immigrant status; and  ,i t

is the error term. We use residential and time fixed effects to cope with spatial and temporal 

heterogeneity.   

We use residential and time fixed effects to cope with spatial and temporal heterogeneity. We applied four 

steps in the estimations. In the first variant, we include the main variables, while in the second variant, we 

separate age and age squared for the first and the second-generation immigrant. In the third variant we 

add the interaction between the first and second-generation migrants with different sizes of firms. And, 

finally, in the fourth variant we add dummies for field of study. 

7.5. Empirical Evidence 

Table 7-3 shows the empirical results. There is a wage gap between the genders (male and female) who are 

equally educated; male graduates receive 8 per cent more gross salary per month than their female 

counterparts, but the outcome improve a bit (7 per cent) when we controlled for the field of education. 

We considered full-time jobs only, and therefore the gender difference cannot be explained by the 

difference in working hours.  

The age variable, which is used as a proxy for experience, is positively related to our dependent variable, 

and it is highly significant in all three variants. The estimated coefficients are comparable with the values 

generally found in the literature. Furthermore, as the descriptive analysis shows (Section 7.2), the first-

generation migrants experience a difference in their gross salary per month if they graduate at later ages. 

To capture this age effect, we separated the age and age squared for the first- and the second-generation 

immigrants, and the interpretation of our result is presented in Figure 7-3 below (Table 7-3 Variant-II). As 

can be observed from Figure 7-3 there is no significant wage difference with age category between the 

second-generation immigrants and the native graduates. While if we compare native graduates with the 

first-generation immigrants, we can observe that the older the age category of the first-generation 

immigrants, the lower the wages. This indicates that, for the first-generation immigrants who are investing 

in their human capital at later ages, the returns to their education get smaller compared with the natives 

and the second-generation immigrants at the same age. 

The human capital measure indicates that talented graduates receive higher wages in the labor market 

compared with our reference case (where the graduation score is below 7.5). Graduating with marks 

between 9 and 10, increases the monthly gross salary by 5 per cent compared with our reference category, 

ceteris paribus. For those who graduated with scores between 7.5-8.5, the difference is 3 per cent.  

                                                           
47 For details see Footnote 2.   
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Figure 7-3: Natives and immigrants age and gross salary (in euros per month) 

The social structure variable, which contains our variables of interest, indicates that first-generation 

migrants earn lower wages, leading to a 3 per cent wage gap between natives and the first-generation 

migrants. Our finding for the first-generation migrants is in line with the literature: that is, the wage gap is 

mostly related to language and social skills (Chiswick, 1978). Our result confirms previous study findings: 

for example: Algan et al. (2010) find for France, Germany and the United Kingdom that first-generation 

migrants who are living and working in the above-mentioned countries earn significantly less than the 

natives, and for those who come from developing countries, their wage gap increases further. Our 

empirical result for non-OECD countries indicates that the wage gap between graduates from OECD 

members and non-OECD countries is 1 per cent. Furthermore, a one reason for the wage difference 

between OECD and non-OECD graduates could be that graduates from non-OECD countries accept 

lower paid jobs to remain in the Netherland.   

A recent study by Bijwaard and Wang (2013) finds that graduate students from less-developed countries 

accept lower paid jobs to remain in the country and find better job opportunities.  

An important factor that affects wages according to efficiency wage theory is the size of the firm (Akerlof, 

1982; Bulow and Summers, 1986). Our empirical finding shows that wages increase with firm size. 

Medium-sized and large firms pay respectively, 2 and 6 per cent more gross salaries than our reference 

category (small firms). The second- generation immigrant earns higher wages in both medium-sized and 

large firms compared with the second-generation immigrant graduates employed in small firms. 

Furthermore, employees with more responsibility receive higher wages compared with those without. 

As indicated above in the data section (Section 7.2), we created four variables for residential location to 

determine whether residential location has an impact on the gross salary of these graduates. The results 

indicate that those who lived in the provinces of Noord Holland, Zuid Holland and Utrecht (NH, ZH,U) 

receive 4 per cent more gross salary compared with our reference variable (which refers to those living 

and continuing to live in other provinces). Furthermore, those who are moving into the mentioned 

provinces are also receiving higher wages and their gross monthly salary increases by 3 to 4 per cent. 

Interestingly, for those graduates who are moving between the aforementioned provinces, their gross 

monthly salary increases between 2 to 6 per cent in comparison to our reference variable. Venhorst (2012) 

studied the wages of college and university graduates in the Netherlands, and found that wages are higher 

for those graduates who work in larger labor markets and expensive regions. Furthermore, those who 

move away from the aforementioned provinces, have a higher gross salary compared with the reference 

group. These results are in line with the literature that indicates that those graduates who change their 

location fare better than those who do not change location (Abreu et al. 2011). 
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Table 7-3: Mincer regression for wages of graduates of higher education (dependent variable: natural log of 

individual monthly gross salary) 

 Variant-I Variant-II Variant-III Variant-IV 

Age 0.0538(0.00208)*** 0.0554(0.00222)*** 0.0554(0.00222)*** 0.0560(0.00220)*** 

Age (sq) -0.000497(3.2e-05)*** -0.000516(3.38e-05)*** -0.00052(3.38e-05)*** -0.00052(3.33e-05)*** 

Gender (male=1) 0.0842(0.00238)*** 0.0840(0.00238)*** 0.0840(0.00238)*** 0.0682(0.00272)*** 

Non-Dutch (language) 0.000889(0.00742) 0.00727(0.00742) 0.00717(0.00743) 0.00577(0.00742) 

     

Human capital (graduation score)    

Score 9_10 0.0484(0.00746)*** 0.0489(0.00744)*** 0.0489(0.00744)*** 0.0499(0.00737)*** 

Score 7.5_8.5 0.0289(0.00236)*** 0.0285(0.00236)*** 0.0286(0.00236)*** 0.0308(0.00239)*** 

     

Social structure     

1st  gen migrants -0.0320(0.00946)*** 0.437(0.158)*** 0.461(0.167)*** 0.439(0.157)*** 

2nd  gen  migrants -0.00283(0.00646) 0.271(0.122)** 0.23(0.124)5* 0.259(0.121)** 

1st gen migrant age  -0.0237(0.00973)** -0.0239(0.00974)** -0.0241(0.00967)** 

2nd gen migrant age  -0.0185(0.00783)** -0.0186(0.00781)** -0.0178(0.00777)** 

1st gen migrant age(sq)  0.000246(0.000143)* 0.000249(0.000143)* 0.000255(0.000142)* 

2nd gen migrant age(sq)  0.000293(0.000118)** 0.00029(0.000118)** 0.00028(0.000117)** 

Non_OECD -0.0120(0.00720)* -0.00904(0.00716) -0.00852(0.00715) -0.0101(0.00712) 

Firm size & position    

Medium-sized firm 0.0170(0.00571)*** 0.0170(0.00570)*** 0.0149(0.00594)** 0.0223(0.00570)*** 

Large firm 0.0573(0.00552)*** 0.0569(0.00550)*** 0.0550(0.00573)*** 0.0582(0.00549)*** 

Supervisor position 0.0642(0.00336)*** 0.0635(0.00336)*** 0.0635(0.00336)*** 0.0596(0.00334)*** 

1st gen migrant*med_firm   -0.0302(0.0416)  

1st gen migrant*large_firm   -0.0189(0.0402)  

2nd gen migrant* 

med_firm 

  0.0457(0.0221)**  

2nd gen 

migrant*large_firm 

  0.0362(0.0211)*  

     

Residential location     

Lives in (NH, ZH,U) 0.0444(0.00257)*** 0.0440(0.00257)*** 0.0439(0.00257)*** 0.0426(0.00256)*** 

Left (NH, ZH,U) 0.0192(0.00922)** 0.0188(0.00926)** 0.0189(0.00925)** 0.0194(0.00918)** 

Moved to (NH, ZH,U) 0.0332(0.00434)*** 0.0352(0.00434)*** 0.0353(0.00434)*** 0.0319(0.00432)*** 

Moved between (NH, 

ZH,U) 

0.0579(0.00786)*** 0.0573(0.00785)*** 0.0573(0.00785)*** 0.0551(0.00779)*** 

Field of education     

Education    0.0840(0.0290)*** 

Technical studies    0.141(0.0289)*** 

Economics    0.122(0.0289)*** 

Health    0.113(0.0292)*** 

Social behavior/culture    0.0881(0.0291)*** 

Agriculture    0.0857(0.0294)*** 

     

Time fixed effect Yes Yes Yes Yes 

Constant 6.517(0.0326)*** 6.488(0.0346)*** 6.490(0.0347)*** 6.367(0.0450)*** 

Observations 25,452 25,452 25,452 25,452 

R-squared 0.399 0.401 0.401 0.407 

Robust standard errors in parentheses, *** p<0.01, ** p<0.05, * p<0.1: the reference categories are: female, graduation score 

lower than 7.5, natives, OECD , small firm, other positions, other provinces, language and arts. 
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We also controlled for field of education, and our results indicate that those who study technical studies 

are paid the highest (14 per cent) compared with our reference category (language and arts). All 

coefficients for the field of study are positive and significant, which indicates that graduates of language 

and arts courses are employed in less well-paid jobs. 

The impact of parent’s roots 

Taking into account the conventional discrimination measures applied by Chiswick (1977), having a 

native-born mother contributes more to language skills than a native-born father, and, as a result, 

individuals can earn higher wages. However, Behtoui (2004) with reference to a Swedish case finds that 

since fathers can occupy higher positions in the labor market than mothers, a native-born father can pass 

on a more valuable social network to his children than a native-born mother. We test both hypotheses by 

categorizing individuals’ parents as coming from either OECD or non-OECD countries. Through this 

distinction we can observe the differences in culture, language and quality of the parents’ education and its 

impact on the productivity of individuals in the labor market. 

Table 7-4 below shows the share of each category of immigrants in terms of their parents’ roots (i.e. 

country of origin). In the first-generation immigrants, the share of graduates from non-OECD countries is 

higher compared with the other categories (OECD, father from OECD, mother from OECD), and this 

share is the second highest in the second- generation immigrants. This is not surprising because, after the 

Second World War, the Netherlands hosted a large number of guest workers from non-OECD countries. 

Table 7-4 also shows that the share of children born from marriages between Dutch nationals (both male 

and female) and non-OECD nationals is relatively higher compared with the share of marriages with 

OECD nationals. 

Table 7-4: Mean of the first- and second-generation immigrants, according to their parents’ roots 

First-generation immigrants                                               Mean                       Number of  Observations 

Dutch parents* 0.963 24003 
Both parents from OECD  0.008 24003 
Both parents from non-OECD 0.027 24003 
Father from OECD  0.001 24003 
Mother from OECD  0.001 24003 

Second-generation immigrants 

Dutch parents * 0.913 25369 
Both parents from OECD  0.009 25369 
Both parents from non-OECD  0.019 25369 
Dutch father+ OECD mother 0.014 25369 
Dutch father+ non-OECD mother  0.018 25369 
Dutch mother+ OECD father  0.012 25369 
Dutch mother + non-OECD father 0.013 25369 
OECD father + non-OECD mother 0.001 25369 
Non-OECD father+ OECD mother 0.001 25369 
* Indicates the reference category in our regression  

Table 7-5 presents the results concerning the wages of higher education graduates correcting for their 

parents’ roots. We estimated wages in two variants, but because of space limitation, we only report the 

parents’ roots variables. The first variant does not control for field of education, while the second does. 

Our result for the second generation of immigrants indicates that, if individuals have a native father or 

native mother in combination with a non-OECD national mother (-2.6 per cent) and an OECD father (-

2.5 per cent), they are earning lower wages compared with our reference category (where both parents are 

Dutch nationals). The results suggest that having either a native father or mother and access to their social 

capital does not affect the labor market outcome of these young graduates compared with the case where 
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both parents are natives. The difference between having a native mother or a native father is very small in 

our estimation, but sill our result confirm Behtoui (2004) results that graduates with a native father 

perform (the difference is between 0.0045 to 0.0059 per cent) better than a native mother, even though 

they probably would speak a different language at home. 

Table 7-5: Annual earning according to parents’ roots 

  

 Variant-I Variant-II 

First-generation immigrants                                                                                         

Both parents from OECD  -0.0246(0.0150) -0.0241(0.0151) 

Both parents from non-OECD -0.0590(0.00879)*** -0.0572(0.00887)*** 

Father from OECD    0.0118(0.0393)   0.0105(0.0384) 

Mother from OECD  -0.101(0.0882) -0.0906(0.0910) 

   

Second-generation immigrants   

Both parents from OECD   0.0152(0.0116)  0.0188(0.0117) 

Both parents from non-OECD  -0.0221(0.00857)*** -0.0191(0.00854)** 

Dutch father+ OECD mother -0.0107(0.0105) -0.0110(0.0106) 

Dutch father+ non-OECD mother  -0.0256(0.00873)*** -0.0219(0.00878)** 

Dutch mother + OECD father -0.0246(0.00989)** -0.0248(0.00996)** 

Dutch mother + non-OECD father  0.000647(0.0108)  0.000593(0.0108) 

OECD father + non-OECD mother -0.0224(0.0356) -0.0248(0.0368) 

Non-OECD father+ OECD mother  0.00965(0.0621)  0.0223(0.0669) 

   

Time fixed effect  Yes  Yes 

Constant 6.512(0.0331)*** 6.499(0.0331)*** 

   

Observations 26,257 25,558 

R-squared 0.380 0.388 

Robust standard errors in parentheses, *** p<0.01, ** p<0.05, * p<0.1 *, the reference category is Dutch parents. Included 

variables are; age, age-square, gender, medium-size firm, large-firm, supervisor position, graduation score lives in (NH,ZH,U), left 

(NH,ZH,U), moved (NH,ZH,U), moved between (NH,ZH,U), field of study (only on the second variant),  and time-fixed effect.    

The difference between those young graduates who have roots OECD countries and those with roots in 

non-OECD countries shows that having non-OECD parents decreases their wages by 2 per cent 

compared with the reference case (where both parents are Dutch natives), ceteris paribus. The finding for 

OECD and non-OECD parents captures the culture and language differences on the one hand, and 

parents’ quality of education, on the other.  

The first-generation immigrants follow a pattern that is similar to what we have just described for the 

second-generation migrants. Young graduates with roots in non-OECD countries experience labor market 

disadvantages, which are twice as high as those of young graduates with roots in OECD countries. 

Furthermore, this also signal out the effect of being “otherness” due to one’s name and family name. We 

can conclude that acquiring Dutch human capital, Dutch-specific skills, language, and even integration in 

the long-term (second-generation) does not overcome discrimination in the labor market, especially for 

people from non-OECD countries. 

Robustness check 

In order to check the robustness of our OLS regression on the wage difference between the first- and 

second-generation immigrants and natives, we employed two different methods; firstly, we dropped some 

of the variables such as: different firm sizes, graduation score and supervisor position from our analysis, 
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because there was a concern on the endogeneity of these variables with our dependent variable. Secondly, 

we use the logarithm of gross hourly wages. Table 7-6 presents our results in two variances; in the first 

variance dependent variable is monthly gross salary, while in the second variance as indicated, it is gross-

hourly wage. As can be observed the results are similar to the ones we found in Table 7-3. Secondly, we 

run a quantile regression. The quantile regression also confirms our OLS results. The first-generation 

immigrants in fact receive lower gross salary wages with a magnitude of -3 percent per month. As can be 

observed from Figure 7-4 below, the coefficient confidence interval in the quantile regression for both 

first- and second-generation immigrants does, for the most part, not cross the confidence interval of the 

OLS regression. Therefore, we can conclude that the quantile regression results are not significantly 

different from the OLS results. 

Table 7-6: Robustness check 

 Variant-I Variant-II 

Age 0.0569(0.00210)*** 0.0592(0.00216)*** 

Age (sq) -0.000521(3.19e-05)*** -0.000538(3.28e-05)*** 

Gender (male=1) 0.0688(0.00272)*** 0.0546(0.00280)*** 

Non-Dutch -0.00410(0.00742) 0.000575(0.00770) 

1st  gen migrants -0.0321(0.00947)*** -0.0388(0.00986)*** 

2nd  gen  migrants -0.00188(0.00645) -0.00655(0.00670) 

Non-OECD -0.0164(0.00718)** -0.0148(0.00741)** 

Lives in (NH, ZH,U) 0.0440(0.00259)*** 0.0423(0.00267)*** 

Left (NH, ZH,U) 0.0212(0.00909)** 0.0204(0.00922)** 

Moved to (NH, ZH,U) 0.0310(0.00433)*** 0.0282(0.00445)*** 

Moved between (NH, ZH,U) 0.0572(0.00787)*** 0.0558(0.00782)*** 

Education 0.0775(0.0289)*** 0.0775(0.0315)** 

Technical studies 0.146(0.0288)*** 0.151(0.0313)*** 

Economics 0.126(0.0288)*** 0.142(0.0313)*** 

Health 0.115(0.0291)*** 0.184(0.0316)*** 

Social behavior/culture 0.0969(0.0290)*** 0.154(0.0315)*** 

Agriculture 0.0840(0.0294)*** 0.0897(0.0320)*** 

Time fixed effect Yes Yes 

Constant 6.412(0.0439)*** 1.232(0.0462)*** 

Observations 26,256 26,256 

R-squared 0.382 0.380 

Robust standard errors in parentheses, *** p<0.01, ** p<0.05, * p<0.1 

 

 

Figure 7-4: Quantile regression for first- and second-generation migrants  
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7.6. Conclusion 

In this study we have investigated wage differences between immigrants (first and second-generation) and 

natives, and the extent to which the immigrant background has an impact on the labor market outcome of 

graduates with higher professional education who have full-time jobs. Our empirical results indicate that, 

even when migrants are educated equally as well as natives, there is still a wage gap between migrants and 

natives in the Netherlands. Our empirical findings reject the human capital hypothesis that people with 

the same qualification and supply characteristics would have the same labor market outcome, especially 

for the first-generation migrants and immigrants with roots in non-OECD countries. Furthermore, 

graduation age plays a significant role in wage discrimination, in particular for the first-generation 

immigrants. The first- generation immigrants who start to invest in their human capital at later ages 

experience more wage discrimination compared with those who invest at younger ages. 

We also find that there is a monthly gross income gap between males and females. This is even larger than 

the wage gap between the first- and the second-generation migrants and the natives. The female graduates 

who are employed full-time and graduated with equal scores as their males counterparts receive between 7 

to 8 per cent less monthly gross salary compared with male graduates with the same labor market supply 

characteristics. 

The literature indicates that graduates who change their location fare better than those who do not change 

location. Our results confirm the findings of previous studies, and also add new information on the 

emerging literature, regarding the people who move from one big city to another. These people earn 

higher wages compared with the rest of the categories. 

We also compared individuals according to their parents’ roots: those who have roots in OECD countries 

and those who have roots in non-OECD countries. We found that for the second-generation immigrants, 

having roots in non-OECD countries (mainly referring to those individuals with both parents from non-

OECD countries) is negatively related to wages. So, when both parents are from outside the OECD, their 

wages are lower by approx 2 per cent. This indicates that neither the parents’ acquisition of Dutch- 

specific labor market knowledge due to long duration of residence, and nor the graduates acquisition of 

Dutch-specific human capital are able to overcome labor market wage difference. The same result is 

found for the first-generation immigrants with roots outside OECD countries. Further research on the 

effect of social capital and specifically on the parents’ roots is needed to divide both the first and the 

second-generations immigrants into more detailed groups. However, in our research context this was 

difficult to do this categorization because of the limited number of observations. Further research is also 

needed to find out whether the wage gap of migrants is due to discrimination in their labor contract or 

due to differences in personal contacts (the impact of social capital). 

 

Source: Gheasi, M., Nijkamp, P., and Rietveld, P. (2014) Wages gaps between natives and migrant 

graduates of higher education institutions in the Netherlands. Journal of Economic and Social Geography 

(TESG) (resubmitted after revision).
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Appendix A: Descriptive analysis of college graduates. 

 

 Mean Std. Dev Min Max Obs 

Gross monthly salary (native) 2384.5 638.7 1000 8450 23115 
Migrant(first) gross monthly salary 2498.5 671.7 1300 8000 888 

Migrant(second) gross monthly salary 2397.2 629.8 1300 8500 2254 

Age (years)  26.93 5.88 20 50 26257 

Gender (male) 0.53 0.499 0 1 26257 

Non-Dutch (language ) 0.062 0.241 0 1 26257 

Firm size & position      

Small firm  0.059 0.236 0 1 26257 

Medium-sized firm  0.298 0.457 0 1 26257 

Large firm  0.643 0.479 0 1 26257 

Supervisor position 0.189 0.391 0 1 26257 

Graduation score       

Native graduation score6_7* 0.492 0.500 0 1 22471 

Native graduation score7.5_8.5 0.479 0.499 0 1 22471 

Native graduation score9_10 0.029 0.166 0 1 22471 

Migrant(first) graduation score6_7* 0.512 0.500 0 1 872 

Migrant(first) graduation score7.5_8.5 0.459 0.499 0 1 872 

Migrant(first) graduation score9_10 0.029 0.167 0 1 872 

Migrant(second) graduation score6_7* 0.551 0.497 0 1 2215 

Migrant(second) graduation score7.5_8.5 0.427 0.495 0 1 2215 

Migrant(second) graduation score9_10 0.022 0.147 0 1 2215 

Social structure      

Native (Dutch)* 0.880 0.325 0 1 26257 

Migrants 0.118 0.323 0 1 26257 

First-generation migrants 0.034 0.181 0 1 26257 

Second-generation migrants 0.086 0.280 0 1 26257 

OECD 0.044 0.206 0 1 26257 

Non-OECD 0.076 0.264 0 1 26257 

Residential location      

Moved to (NH, ZH,U) 0.091 0.287 0 1 26257 

Left (NH, ZH,U) 0.023 0.151 0 1 26257 

Lived (NH, ZH,U) 0.325 0.469 0 1 26257 

Moved between (NH, ZH,U) 0.026 0.160 0 1 26257 

Other provinces*  0.534 0.499 0 1 26257 

Field of education      

Education 0.147 0.354 0 1 26257 

Technical studies  0.220 0.416 0 1 26257 

Economy  0.416 0.493 0 1 26257 

Health  0.083 0.274 0 1 26257 

Social behavior/culture 0.096 0.294 0 1 26257 

Language and arts 0.002 0.040 0 1 26257 

Agriculture  0.036 0.185 0 1 26257 
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CHAPTER 8: IMMIGRANTS’ ‘ABILITY’ AND WELFARE 
AS A FUNCTION OF CULTURAL DIVERSITY EFFECT 
OF CULTURAL CAPITAL AT INDIVIDUAL AND LOCAL 
LEVEL 

8.1. Introduction 

The cultural-ethnic differences that characterise diasporas have long been debated in the modern 

economics and migration literature in relation to human capital productivity and wages. Little has been 

said however, for the influence of the cultural differences on the school to work transition disparities 

between groups of different cultural background and even less so about the differences in their success at 

localities with differences in the local cultural milieu. Instead of the standard school to work equilibrium 

search model, we suggest to look on this question through a specific Bourdieu-Mincer type of model 

where skill, ability and starting wage differences are explained among other standard factors with the 

individual cultural status (i.e. cultural capital in Bourdiue sense) and local cultural milieu (in Weberian-

Floridian extension for the wage differentials Mincer model). 

 
The issue of what is behind the main drivers of human productivity has stood before labour economics 

since its genesis. Up to now, the main answer to this query has been developed from a human capital 

perspective, starting with the Mincer (1958, 1974) model formalized by Porath 1967) and penetrating the 

works of Becker (1964) and Griliches (1973). This stream of theoretical and empirical modelling has 

managed to open up the discourse on the importance of the three main factors widely perceived to be 

outstanding with regard to today’s human productivity: experience gained over time (which is the basis of 

Mincer's model); schooling (as Becker's main claim is); and the 'ability' of the worker, which is 

endogenously formed, but crucial for human productivity and further development (Griliches 1977; Rosen 

1972)48. In spite of apparent theoretical mismatches, these important streams of literature agree on a 

general perception that education shapes the productivity of workers and productivity is viewed as 

reflected in workers’ wage.  

Recent research (Capello et al. 2011; Tubadji and Nijkamp 2014a,b) has outlined two main groups of 

human capital in a locality. Namely, these are: (i) incumbently generated (workers who were educated in 

this locality); and (ii) inflowing human capital (workers that have immigrated into a locality).  

According to the framework of culture-based development (CBD), the 'formation' mechanism of these 

two groups is usually culturally driven. Regarding the first group of human capital, following a Weberian 

reasoning49, CBD explains the formation of the incumbent population’s skills and knowledge as a function 

of both investments in education and culturally-specific human preferences towards certain types of skills. 

Secondly, following Weber’s idea that localities with different value systems (quantifiable among others by 

their religious belonging as Protestant vs Catholic) and Florida’s (2002a, 2002b, 2005) claim that different 

cultural milieu in a locality attract different quality of immigrant workers, CBD explains the inflow of 

immigrants through the cultural gravity hypothesis, wherein immigrants are attracted to localities based on 

                                                           
48

 For a recent summary of details, see Moen and Roehling (2005). 
49

 We use here a broader understanding of Weber’s Protestan Ethics hypothesis, namely: that different religious belonging groups 

show preferences to qualitatively different types of schooling (for instance Protestants being pro-accounting and exact sciences 
inclined in their preferences). 
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both the type of local cultural milieu (defined as the dominant local value system) and the size of the 

individual cultural distance (for more details, see Tubadji and Nijkamp 2014b). This means an individual 

effect and a local group effect from cultural on workers’ formation through schooling and their future 

productivity.  

The aforementioned human capital groups are also characterized by different cultural backgrounds. A 

large body of literature indicates differences in productivity and wages between locals and immigrants 

from one side. Put differently, these groups have cultural distance in their values, which explains their 

differences in human capital specialization, i.e. their ability is qualitatively different due to their own 

cultural preference.  

The cultural-ethnic differences that characterise the diaspora have long been debated by modern 

economic and migration-related research. Yet, the focus has always been on the effect of cultural diversity 

on local development. And the related empirical evidence has remained controversial on whether the 

effect of cultural diversity is positive or negative. For example, Boeri and Brücker (2005) and Ottaviano 

and Peri (2005, 2012) both find that immigrants have a positive impact, whereas others find that a diverse 

diaspora is less prosperous, perhaps due to ethnic differences and cultural frictions (see e.g Borjas 1996, 

1997, 1999, 2003; Collier 2001; Angrist and Kugler 2003).  

At the same time, what is available as a theoretical framework linking cultural diversity and human capital 

‘ability’, is a concept that originated from a sociological perspective and which was vigorously developed 

in the economics of education literature: the concept of cultural capital, as developed by Bourdieu (1986). 

This concept delves deeply into the effects that the parental cultural background has on schooling success 

at the individual level, as well as the formation of an individual’s social and economic wellbeing. Widely 

applied and widely contested, Bourdieu's concept explains the social reproduction of class and occupation 

in the 1960s France as a culturally driven 'self-fulfilled' prophecy. Elsewhere, the CBD concept has lifted 

the Bourdieu approach to the aggregate local level, and applied Bourdieu’s cultural capital approach to the 

measurement of the local cultural milieu and an estimation of how this affects local productivity (see 

Tubadji 2012, 2013). Yet, to our knowledge, Bourdieu’s premise of a cultural mechanism influencing 

social reproduction has never been applied to explain both schooling and wage differentials, and 

particularly not with regard to migrants. 

In the current paper, we aim to use the CBD concept to unite three notions: (i) human capital's reward for 

productivity (approximated through wage level); (ii) diversity (measured based on groups of human capital 

with different individual cultural capital—i.e. parental background—locals and immigrants); and (iii) local 

cultural capital (i.e. local cultural milieu). In doing so, we hope to express the endogeneity of ‘ability’ and 

success in terms of schooling and wage differentials. Following the CBD approach, this means to explain 

schooling differentials with the parental bias on ability, and next to incorporate a cultural mechanism of 

impact on human capital ‘quality’ by plugging in local cultural capital measures (like predominant religious 

backgrounds in a locality) into a Mincer-type model for wage differentials. Put differently, the Bourdieu–

Mincer (B–M) model is a system of two equations forming a recursive type of model. The first equation of 

this model reflects the endogenous culturally biased formation of ‘ability’. The second equation recognizes 

the endogeneity of both the ‘quantity’ of experience and the quality of schooling (in terms of ‘type of 

school’), both being fairly standard variables in human capital research. Additionally, the effect of local 

cultural capital is explored in the second equation thus avoiding any local institutional bias in the B–M 

model. To sum up, our study aims to explore the effect of cultural background and local cultural milieu on 

individual ‘ability’, as well as on the efficiency of utilizing this endogenously shaped ‘ability’ in different 

local cultural contexts. 
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Our case study for exploring the suggested Bourdieu-Mincer (B–M) type of model is the full population of 

graduates of one and the same ‘alma-mater’ in three different years in the Netherlands. To our knowledge 

there has never been an attempt to combine these two concepts in order to analyse the diaspora in this 

country. For the Netherlands, the positive effects of immigrants are being felt (for an interesting overview 

of the literature, see Zorlu and Hartog 2001), yet the immigrants’ inferior socio-economic status has been 

detected in the form of wage differentials (Ghaesi et al. 2013). The reason for this situation of inequality 

remains unclear. From the perspective of the preceding concepts of cultural capital at the individual and 

local level and our B–M model reasoning, we can make the following assumptions. Firstly, immigrants’ 

‘ability’ is influenced by individual levels of the Bourdieuian drawback effect due to the cultural distance. 

Secondly, the openness of the local milieu can be expected to exercise positive gravity effects on the local 

productivity of immigrants. To put this differently, Sa, Florax and Rietveld (2006) find for the Netherlands 

that physical distance to an educational institution determines the likelihood of a person to attend it.  

Then we would like to ask what the cultural distance effect on the school to work transition is, both in a 

backward vision from Bourdieu perspective parental cultural capital determining schooling success and a 

forward looking Weber-Florida augmented Mincer model where wage differentials are determined by the 

local milieu.  

We find that in the Netherlands culture seems to set the initial conditions through the classical Bourdieu 

social reproduction effect, and even given these initial conditions are equal, still the young workers path is 

differently developing depending on the local aggregate cultural characteristics of the locality where 

he/she starts to work after higher education.  

The structure of the paper is as follows. Section 8.2 briefly discusses the literature on cultural capital and 

the empirical studies of its effects in the Netherlands. It traces the reasoning suggested by CBD with 

regard to analysing endogenous ‘ability’ and wage differentials through a B–M-type model, culminating in 

the formulation of our two main working hypotheses. Section 8.3 lays down the empirical 

operationalization of the CBD B–M model, offering a glimpse at the peculiarities of our data set and the 

planned estimation strategy. Section 8.4 presents the results and analyses the multiple insights they 

provide. Section 8.5 concludes. 

8.2. Motivations   

The cultural capital hypothesis was first documented by Bourdieu (1973) and Bourdieu and Passeron 

(1977). It was provided as a paradigm explaining how the educational system in France in the 1960s was 

culminating in a mechanism for social reproduction of the class structure (for an extensive critical review 

on the reproduction effect of Bourdieu’s concept, see Tzanakis 2011). Individual cultural capital is an 

inevitable characteristic of every person and is a complex composite of three types of ‘assets’: 

transmittable cultural goods (objectified cultural capital); degrees and credentials (institutionalized cultural 

capital); and attitudes, preferences and behaviour as forms of embodied cultural capital (Bourdieu 

1973,1986). The composite characteristic of every individual is strongly path-dependent on her/his 

parental cultural capital, and is said to strongly influence the socio-economic welfare of the individual 

when all other prerequisites for social and economic prosperity are held equal (Bourdieu 1986, 1973; 

Bourdieu and Passeron 1977). 

After this, the concept was applied in multiple variations, which often led to quite contradictory results. 

Cultural capital has been one of the most widely tested and debated concepts in educational economics 

since the 1960s, and has been applied to numerous cases worldwide. Regarding the Netherlands as a case-

study in particular, De Graaf (1986) modelled educational attainment as a function of social background 

and parents' financial and cultural resources.  He measured the parents' cultural resources using two 
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variables: 1) reading (e.g. number of hours per week spent reading); and 2) cultural participation 

(consumption of cultural entertainment). Factor analysis supported the view that these are two different 

factors. After controlling for financial resources, De Graaf also found different modes of impact on 

schooling achievement from the two cultural factors: namely, parents' cultural participation/consumption 

has no impact on children's educational attainment, but parents' reading behaviour has some effect. 

Moreover, by considering two different cohorts of students (younger cohort n=317 families; older cohort 

n=221 families), the author found that the influence of financial resources has disappeared since 1950, 

while the influence of cultural resources has somewhat declined; meanwhile, parental occupation and 

education (which is part of their institutionalized cultural capital) both maintain their significance. One of 

the studies into cultural capital in the Netherlands that has become one of the most prominent and widely 

cited contributions to the topic is by De Graaf et al. (2000).  

These authors deepened the understanding of Bourdieuian tendencies in Dutch society (which were 

identified by De Graaf in his 1986 study) by analysing a segmented view of the reading habits and fine arts 

consumption. The authors used a random sample of adults (n=1,653) from the 1992–1993 Netherlands 

Family Survey. Regression analysis confirmed that after controlling for parental educational attainment, a 

father's occupational status, parental financial resources, family structure and birth cohort, the effect of 

parental reading on  the respondents' educational attainment was significant, albeit smaller than the effect 

of financial resources. Parental participation in fine arts had no significant effect. A more recent study by 

Kraaykamp and van Eijck (2010) added a final confirmation to this line of thought by acknowledging the 

importance of cultural capital in the Netherlands. 

The Netherlands is a country of intensive immigration flows from different parts of the world during 

different periods (see Zorlu and Hartog, 2001). The socio-economic achievement and status of these 

immigrants and their children (i.e. second-generation immigrants) are substantially different from those of 

the local population (e.g. Heijke, 1979; Bovenkerk et al. 1995). Due to parental background, these 

immigrants clearly have different individual cultural capital than the locals. Moreover, immigrants’ 

different cultural capital has a different effect on their migration choice (Tubadji and Nijkamp 2012). 

Furthermore, there is a local cultural capital effect demonstrated by the effect of the different social 

networks in a locality on differences in the flows of immigrants from the same cultural origin, as in the 

instance of differences in the immigration flow of Brazilians to the Netherlands compared to those to 

Portugal (van Meeteren and Pereira 2013). Yet, at least to our knowledge, there is no study that has 

previously attempted to explain the different social and economic achievements of immigrants in the 

Netherlands through a Bourdieuian study of the cultural capital of immigrants in comparison to the 

cultural capital of the local population. 

A major criticism on the relevance of cultural capital is that it is strongly related to the idea of social class. 

However, this argument is a matter of interpretation. While it may be claimed that class systems have been 

abolished as a social phenomenon, what is constantly reported by abundant international research50 and 

Dutch-specific research51 is the inequality in the socio-economic status of immigrants in comparison to 

the locals. On average, immigrants throughout the European Union are reported to have lower salaries 

than local workers, even when they share the same educational level. This may or may not be associated 

with class identification, yet what remains obvious is the association of culturally different groups with 

observed different socio-economic welfare, often in spite of the same levels of human capital (skills) that 

they possess. This phenomenon closely resembles the basic setting behind the cultural capital hypothesis. 

                                                           
50

 See e.g. Chiswick and Miller 1985; Beggs and Chapman 1988; Granato and Kalter 2001; Butcher and DiNardo 2002; Miller and 

Neo 2003; Demoussis and Giannakopoulos 2007; Manacorda et al. 2012. 
51 See e.g. Hartog and Vriend 1989; van Meeteren and Pereira 2013 
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Additionally, evidence shows that labour market opportunities differ between immigrant workers with 

identical human capital, even within the same country (for example, see Haas and Damelang 2007). Thus, 

besides the individual cultural effect that can be assumed to hinder individual performance (i.e. 

endogenously developed ‘ability’), there seems to be a locality-specific characteristic that determines how 

important individual cultural capital will be as a factor for observable wage differences among otherwise 

equally skilled workers. This phenomenon can be translated at an aggregate level of the same cultural 

capital hypothesis, since we may observe different socio-economic welfare recently for equally 

economically important entities. Therefore, we can assume there is a local equivalent of cultural capital 

(Tubadji 2012, 2013; Tubadji and Nijkamp 2012) that explains why some localities take advantage of the 

available human capital more efficiently than others. On the other hand, this is also in line with the 

thinking of Jacobs (1961), Weber (1930), Myrdal (1957) and Tubadji (2012, 2013), who each understood 

local culture as a source for local economic disparities, and particularly the ‘emoting with their feet’ of self-

selecting migrants, who select the milieu of the locality they move to (e.g . Florida’s series of publication 

2002a, 2002b, 2005). Based on the above, two research hypotheses are now formulated: 

H01: Individual cultural capital determines the differences in access to skill accumulation in a diaspora 

(Bourdieuian individual cultural capital effect). 

H02: Local cultural capital determines the wage differentials between identically skilled workers across 

localities (CBD local cultural capital effect). 

To test the two hypotheses, we first need to define what cultural capital means at the individual and 

aggregate (local) level in order to guarantee an adequate operationalization of the B–M model. Our 

measurement approach and the operationalization of our culturally-augmented (Bourdieu-style) Mincer-

type model for analysing wage differentials are respectively discussed in detail in the database sub-section 

and the estimation strategy sub-section of Section 8.3.  

8.3. Operationalizing the CBD B–M Model  

8.3.1. Database 

To address our two hypotheses empirically, we use data from the Research Centre for Education and 

Labour Market (ROA) of Maastricht University. These are graduates with the same higher education level, 

i.e. there is no selection bias via a vis their current status as starters at the labour market. Yet informally, 

they carry their history of different cultural background path-dependence and different abilities while at 

the same higher education institution, and finally end up at different spatial locations, with differences in 

the local cultural milieu. This dataset therefore, presents a perfect settings for testing our B-M model, 

setting formal skills as equal and allowing us to look at the ability and wage differentials among native and 

immigrants. The survey is based on college graduates (or HBO in Dutch terminology) who graduated 

between 2006/2007 and 2008/2009. Graduates are surveyed approximately 18 months after they have 

completed their studies. Our data set comprises socio-economic variables at individual level regarding: the 

wage, immigrant status, age, the set of personal characteristics standardly controlled for in the Mincer 

regressions – and a variable on predominant religious belonging at the NUTS2 level. 

We have selected graduates aged between 19 and 30 at the time of their graduation, who had undergone 

full-time study, and who had a full-time job after graduation. We focused our attention on this sub-

segment of graduates, since it expresses the standard definition of youth. Furthermore, this age category 

of school-leavers is known from the youth-unemployment literature to be the most sensitive to labour 



 

114 

 

market risks. Moreover, it cures the problem of the test for heterogeneity encountered by the full data set. 

Table 8-1 below presents descriptive statistics.  

Table 8-1: Summary statistics of main variables 

 2007 2008 2009 

 Mean  

Age  24.648  24.443  24.434  
Gender (male=1) 0.523  0.508  0.514  

Native  0.891  0.884  0.893  

1st  generation of  migrants 0.026  0.028  0.030  

2nd generation of migrants  0.083  0.088  0.077  

Supervisor position 0.156 0.144 0.154 

Jobless > 10 months before 1st job 0.014 0.016 0.010 

Observation  4534 5527 4694 

 

As can be observed from Table 8-1, the average graduation age is 24 years old, and the ratio of male to 

female graduates is between 51 and 52 per cent. The share of second-generation migrants is higher in 

comparison to first-generation immigrants. Furthermore, the share of graduates with a higher status job is 

between 14 and 16 per cent. Furthermore, the individual cultural capital is quantified by the status of first- 

or second-generation immigrants in the Netherlands. Two dummy variables for the first- and second-

generation categories will be integrated in the regression model to crosscheck the wage differential effect 

for each of the two groups. The omitted group is the ‘native’ category.  

Following Weber (1930), the existing local cultural capital is approximated through the concentration of 

representatives of the Protestant religion across the Netherlands. The main assumption behind our local 

cultural capital variable is that more ascetic and demanding Protestant beliefs might be associated with a 

more demanding and restrictive cultural milieu for the culturally different immigrants. As we have only 

NUTS2 level information about the Protestants concentration in a locality and in any case theoretically 

what matters is just the predominance of Protestant and not the degree of this predominance, so we 

consider avoiding biases by opting to use a dummy variable equal to 1 when the local concentration of 

Protestants is above the average concentration of Protestants for the Netherlands. 

Another important characteristic of our data set is related to the fact it contains information about the 

access to different levels of the Dutch education system For a better clarification of the Dutch education 

system see Figure 8-1. We use the so-called ‘Voorbereidend Wetenschappelijk Onderwijs’ (VWO) 

attendance as a measure of the quality of schooling which an individual has had access to. We expect to 

capture the endogeneity of ‘ability’ through the involvement of this variable. 
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Figure 8-1: Dutch education system 

Source: Min. of Sc. and Ed., 1994. 

Table 8-2 below shows graduation scores and VWO (pre-university education schools52). It is interesting 

to note that the ratio of first-generation immigrants attaining a high score at graduation is greater in 

comparison to second-generation immigrants. This is unlikely to be a self-selection bias in the current 

dataset as these people have finally been considered homogeneous enough to be accepted in the exact 

same educational institution.  

Table 8-2:  Average graduation score and share of graduates in pre-university education schools 

 Native 1st generation 
migrants 

2nd generation 
migrants 

2007 Mean 

Graduation score 8–10 0.083 0.052 0.050 

VWO  (pre-university secondary education) 0.182 0.181 0.156 

Number of observations  4046 116 379 

2008    

Graduation score 8–10 0.262 0.224 0.171 

VWO  (pre-university secondary education) 0.163 0.086 0.131 

Number of observations 4905 152 490 
2009    

Graduation score 8–10 0.242 0.229 0.184 

VWO  (pre-university secondary education) 0.151 0.107 0.126 

Number of observations 4217 140 365 

 

We also looked at the descriptive statistics regarding the first and second generation of immigrants on the 

basis of their parental roots. Table 8-3 below shows the share of each group. As can be observed from 

Table 8-3, the share of graduate immigrants with both parents from non-OECD countries is higher in 

                                                           
52

 VWO (pre-university secondary education) is a six-year school education, and is the highest variant in the secondary education 

system of the Netherlands. Initially we introduced three dummy variables (VWO, HAVO, and MBO) each representing a 
different length of schooling. The only dummy, which showed significant, is the VWO. Therefore, we united the other categories 
and created a dummy variable highly quality school.   
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comparison to other groups in the first generation of immigrants; while for the second generation of 

immigrants, the share of graduates with a Dutch mother is higher. This strengthens our theoretical 

expectations on the significance of parental background as a significant explanatory variable for 

immigrants’ ‘ability’. 

Table 8-3: Parent’s roots and share of each category at VWO school 

 2007 2008 2009 

The first generation of migrants Parent’s 
root 

VWO 
school 
share 

Parent’s 
root 

VWO 
school 
share 

Parent’s 
root 

VWO 
school 
share 

Mother & father OECD 0.104 0.142 0.118 0.231 0.121 0.333 

Mother & father non-OECD 0.672 0.810 0.651 0.538 0.736 0.667 

Mother & father Turk 0.086 0.048 0.112 0.154 0.050 0 

Mother & father Moroccan 0.138 0 0.119 0.077 0.093 0 

Ob Nr. 116 21 152 13 140 15 

The second generation of migrants    

Mother & father OECD 0.040 0 0.012 0.030 0.013 0.022 

Mother & father non-OECD 0.214 0.186 0.182 0.141 0.183 0.130 

Mother & father Turk 0.079 0.051 0.110 0.047 0.068 0 

Mother & father Moroccan 0.045 0.017 0.063 0.016 0.038 0.043 

Mother Dutch  0.319 0.424 0.339 0.422 0.358 0.348 

Father Dutch   0.303 0.322 0.294 0.344 0.340 0.457 

Ob Nr. 379 59 490 64 399 46 

  

8.3.2. Estimation strategy 

The simultaneous equations approach was previously used in relation to expressing determinants of 

schooling success and wages, yet only in a partially satisfactory manner; this was because it aimed to 

minimize statistical errors while failing to express the mechanism behind the endogeneity of  ‘ability’ itself 

(see Griliches 1977). In this paper, we test the B-M recursive model of two simultaneous equations using 

the data described in the previous section. The operational form of our Bourdieu-Mincer  model can be 

stated as follows: 

lnScore = β0 + β1CC1 + β2SQ + β3CCL1 + ε 

lnWage = β0 + β1Age + β2Age2 + β3Score + β4X + β5CCL2 + ε                                        (1) 

where  lnScore  is the school grade achieved by the individual; CC_I captures personal characteristics as a 

first- or second-generation immigrant; CC_L1 is the local concentration of Protestantism in the place of 

schooling; and CC_L2 presents the local concentration of Protestantism in the place of employment. SQ 

is the quality of school attended (a dummy variable for VWO schooling as opposed to any other)53.   

As a first step towards exploring empirically our B-M model, we test the simple specification of the model 

as spelled out in model (1), whereby equation 1 is a test of H01, and equation 2 is a test of H02. We 

expect this model to produce the standard behaviour of the Mincer equation, while also capturing the 

cultural capital effect, as summarized by the variables: in the first equation, the individual cultural capital 

                                                           
53

 In the Mincer equation it is assumed that the logarithm of earnings are a nonlinear function of experience, and according to the 

model it can be measured as age minus years of schooling minus the school starting age (5 years). In this study we do not have 
information on total years of education. Therefore, we use the age and age squared as proxies for experience. 
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(immigrant status) and local share of Protestantism in the place of schooling; and, in the second equation, 

the schooling grade54 and local cultural milieu as a share of Protestantism in the place of employment. 

In the second step, dummies for the first and second generation of immigrant will be integrated into the 

first equation of model (1) above. These dummy variables inform us of the magnitude, and the variation 

of the effect of cultural capital, after the naturalization phase of the immigrants in subsequent generations. 

In this way, we aim to reflect the dynamics in the status-effect of cultural capital in the diaspora world. 

As a third step, we take into account the fact that the B–M-type model actually explains schooling using 

type of school and immigration status; but even if the test identifies them as explanatory variables for 

schooling, this does not account for their interrelation. Therefore, we have integrated an interaction term 

between a dummy variable in equation 1 of model (1): which is 1 for being generally an immigrant and 

graduated from high school quality (VWO), to fully address our first hypothesis, assuming that a lower 

schooling achievement is a result of access to schools and not ability. Ultimately, a logit regression (in 

which school-type is regressed against the share of immigrants) helps shed some additional light on the 

nature of the relationship, although in the absence of data on family income. Heterogeneity issues are 

cured by addressing each graduation year separately, which is doable as we have enough observations for 

each class, and post-estimation tests for over and under specification are also conducted to cross-check 

the reliability of our results. 

8.4. Results 

We employed the above-described data to analyse the effect of local and individual cultural capital on the 

personal economic welfare of workers in a diaspora world. Table 8-4 below presents the result of 

addressing model (1) with 2SLS. The three specifications in Table 8-4 reflect the results for the years 2007, 

2008 and 2009. Table 8-4 below presents our results. 

Table 8-4: 2SLS simultaneous equations simple B–M model (with 1st and 2nd generation of immigrants, 
and natives) 

 Year 2007  Year 2008 Year 2009 
First stage Ln (graduation score) 

1st generation  immigrants  0.026 
(0.033) 

0.026 
(0.0374) 

-0.0042 
(0.0316) 

0.0127   
(0.0327) 

-0.00311   
(0.0331) 

-0.0260   
(0.0356) 

2nd generation immigrants -0.021 
(0.020) 

-0.0166 
(0.0216) 

-0.0634***   
(0.0171) 

-0.0588***    
(0.0176) 

-0.0234     
(0.0161) 

-0.0289*  
(0.0173) 

Male -0.085*** 
(0.011) 

-0.085*** 
(0.0113) 

-0.0629***   
(0.0099)    

-0.0627***  
(0.0099)    

-0.0399***   
(0.0105) 

-0.0401***   
(0.0104) 

High_Q_school (VWO) 0.103*** 
(0.013) 

0. 105 *** 
(0.014) 

0.0756***   
(0.0130) 

0.0814***   
(0.0134) 

0.105***   
(0.0136) 

0.0978***   
(0.0144) 

1st generation * VWO  -0.002 
(0.0708) 

 -0.188*   
(0.112) 

 0.2074***   
(0.0793) 

2nd generation * VWO  -0.027 
(0.0516) 

 -0.0339   
(0.0587) 

 0.0449    
(0.0453) 

Protestant (dummy) -0.024** 
(0.011) 

-0.025** 
(0.011) 

-0.0068   
(0.0098) 

-0.0066   
(0.0098) 

-0.0362***   
(0.0103) 

-0.0359***   
(0.0103) 

Constant 2.356*** 
(0.811) 

2.365*** 
(0.811) 

3.464***   
0.848 

3.518***   
(0.848) 

3.069***   
(0.840) 

3.032***   
(0.8401) 

Observations 4341 4341 5381 5381 4559 4559 
Robust standard errors in parentheses  *** p<0.01, ** p<0.05, * p<0.1 

 

                                                           
54 As an indirect, personally and culturally impacted factor. 
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 Year 2007  Year 2008 Year 2009 
Second stage Ln(gross monthly salary) 

Male  0.088*** 
(0.0073) 

0.0883*** 
 (0.0073) 

0.0927***   
(0.0062) 

0.0941***   
(0.00613) 

0.0758***   
(0.0057) 

0.0744***   
(0.00552) 

Age 0.0199  
(0.0304) 

0.0200 
(0.0304) 

0.113***  
(0.0325) 

0.116***   
(0.0326) 

0.125***   
(0.0352) 

0.121***   
(0.0350) 

Age (sq) -6.56e-05 
(0.0006) 

-6.72e-05 
(0.0006) 

  -0.0019***   
(0.00064)     

-0.00197***   
(0.000646) 

-0.0022***   
(0.0007) 

-0.00213***  
(0.000699) 

Ln_score  0.126 ** 
(0.0584) 

0.130** 
 (0.0583) 

0.0924   
(0.0658) 

0.114*   
(0.0635) 

0.120*   
(0.0652) 

0.0864   
(0.0596) 

Protestant (a dummy) -0.0233*** 
(0.0052) 

-0.0232*** 
 (0.00518) 

-0.0375***   
(0.0044) 

-0.0374***   
(0.00439) 

-0.0377***   
(0.00535) 

-0.0388***   
(0.000524) 

Jobless > 10 months before 
1st job 

-0.0812*** 
(0.0227) 

-0.0809*** 
 (0.0227) 

-0.067***     
(0.0171) 

-0.0658***   
(0.0172) 

  -0.126***   
(0.0296) 

-0.126***   
(0.0287) 

Supervisor position 0.0316*** 
(0.0074) 

0.0316*** 
(0.0074) 

0.0222*** 
(0.0066) 

0.0219*** 
(0.00669) 

0.00669 
(0.00747) 

0.00714 
(0.0074) 

Constant 7.119 *** 
(0.366) 

7.007*** 
 (0.400) 

5.928***   
(0.4421) 

   5.860***   
(0.441)     

5.799***   
(0.468)   

5.892***   
(0.461) 

Sargan statistic test 
Chi-sq(2) P-val 

3.142 
(0.2078) 

5.109 
(0.2763) 

2.839 
(0.2418) 

4.332 
(0.3629) 

4.515 
(0.1046) 

9.614 
(0.0475) 

       

 Robust standard errors are in parentheses  *** p<0.01, ** p<0.05, * p<0.1 

According to the available data, our B–M model (1) fully covers the expected behaviour of a Mincer 

equation – even within the youth age category represented in our data – as the age- and gender-specific 

variables report significant levels of the expected signs55. This effect also has a turning point when, apart 

from one age in the age-effect variable, it assumes a negative sign. In the Mincer regressions, this effect is 

usually explained by the experience of the employee. We understand this effect here, however, as a result 

of the natural balance between age-biased expectations of a graduate’s work potential and the objective 

work-experience category to which all graduates belong together. As expected, a gender gap in favour of 

male workers is also observed, which is typical of the Central European environment.  

It is interesting to observe that the effects of cultural capital on both the individual and local level are 

registered as strongly significant. This result helps to explain in greater detail the previously obscure 

reasons for wage differentials in a diverse world. In particular, in the first equation of model (1), we find 

that schooling results are strongly dependent on the type of school attended. 

Also, the immigrant dummies (first- and second-generation immigrants) are negatively related to a natural 

logarithm in the graduation score, which is strongly significant for second-generation immigrants. This 

implies that second-generation immigrants seem to experience a disadvantageous position with regard to 

schooling grades, especially in a context where school-type seems to impact school grades both 

significantly and positively. This result can have two complementary explanations. On the one hand, it 

strongly suggests that second-generation immigrants possibly have access to lower quality schools; on the 

other hand, though we do not have income data, the results suggest that first-generation immigrants have 

a human-capital skill advantage. In this situation, if the children of first-generation immigrants do not have 

access to high-quality schools due to their parents’ inferior income, then this will mean the parents’ 

income is in itself inferior due to a Bourdieu-type bias, i.e. since their schooling achievement is high, this 

would suggest a higher income.  

                                                           
55

 In other words, as age increases, people in the Netherlands are as assumed to have better work potential by employers, and 

their wage level grows as a result. 
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It is highly surprising that first-generation immigrants are more likely to manage better with educational 

requirements in a foreign language, while second-generation immigrants, who should be empowered by 

better native language skills, perform worse (see Ofek and Santos 1979). The reason for this is likely that 

second-generation immigrants are a more heterogeneous entity, free from self-selection bias, who 

compete on equal terms with the native students but suffer from negative cultural capital aftermaths from 

their schooling grades due to their parents’ cultural distance from the local milieu. This reasoning leads to 

the conclusion that perhaps it is indeed a Bourdieuian individual cultural capital effect that hinders the 

development of second-generation immigrants due to institutional cultural capital differences (such as 

ethnic origin), when the rest of the prerequisites for school grading are held equal between immigrants 

and locals. Local cultural capital measured by share of Protestants does not register a significant effect in 

the first schooling grade equation.  

The second equation of our model, however, registers a highly significant role of local cultural capital 

when job search and employment is involved. First, schooling grades are reported as highly significant for 

wage differentials, meaning that there is already an individual cultural capital effect embedded as a 

dormant factor in the process’—predetermined conditions (in terms of schooling results). Put differently, 

‘ability’ is confirmed to be endogenously shaped through a Bourdieu-type cultural-bias-driven mechanism, 

which results in differing degrees of access to high quality schooling. Second, the local cultural milieu – 

measured by share of Protestants in the locality – also exhibits a strongly significant negative effect, thus 

confirming our expectation of local culture affecting wage differentials in the disapora’s labour market. In 

other words, depending on what the local cultural milieu is like, an immigrant (as well as any other worker) 

is likely to have a different wage from an equally skilled worker in a locality with differing levels of local 

cultural capital. 

Immigrants are even more affected by this local capital impact on wage differentials across localities, 

because immigrants are culturally pre-set (through the Bourdieu mechanism) with lower schooling 

achievements, which supposes lower pay according to the standard human capital theory. In other words, 

immigrants have lower wages than locals due to their own individual cultural capital, and the wage gap 

between equally talented workers in different localities is higher between immigrants and local workers 

than between local workers in the same localities due to the local cultural capital effect acting alongside 

the individual cultural effect that created the gap between locals and immigrants in the first place.  

In addition to the above, we included interaction terms between being an immigrant and attending a 

VWO school; these did not register an impact. We interpret these results as confirmation that the 

attainment of a high ‘ability’ is not related to being an immigrant or not being an immigrant, as all students 

at VWOs attain higher marks; this leads to the conclusion that the problem of immigrants’ school 

attainment is related to their lower concentrations at such schools, and is not due to their inborn talents 

exhibited once ending up at a good quality school. This confirms a Bourdieuian rationale that it is not 

one’s actual skills but rather the structural treatment from the educational system based on one’s cultural 

background which determines somebody’s final schooling attainment. This conclusion needs to be cross-

checked in an additional step by directly addressing VWO attainment, previous schooling results and 

immigrant background. But first we want to study in further detail the meaning of the detected cultural 

effects on a more filigree classification of parental cultural background. The over- and under-identification 

test also reports satisfactory levels, therefore we consider our results for reliably informative. 

We therefore proceed to examine the impact of parents’ roots (i.e. parental bias) on educational 

attainment. Table 8-5 below presents the results. 
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Table 8-5: 2SLS simultaneous equation model for B–M model with detailed parent-based analysis  

 Year 2007  Year 2008 Year 2009 
First stage Ln (graduation score) 

Mother & father Moroccan (1st) -0.00405  
(0.0772) 

-0.0268  
(0.0474) 

-0.0011  
(0.0642) 

Mother & father Turks (1st) -0.0702  
(0.187) 

0.0308  
(0.0737) 

0.0402 
 (0.129) 

Mother & father non- OECD (1st) 0.0196  
(0.0379) 

-0.00114  
(0.0421) 

-0.0288  
(0.0412) 

Mother & father OECD (1st) 0.180***  
(0.0415) 

-0.0338  
(0.0947) 

0.135**  
(0.0635) 

Mother & father Moroccan (2nd) -0.114  
(0.108) 

-0.029  
(0.0500) 

0.00226  
(0.0494) 

Mother & father Turks (2nd) -0.0919  
(0.0726) 

-0.0384  
(0.0429) 

-0.0601  
(0.0580) 

Mother & father non-OECD (2nd) -0.0667  
(0.0428) 

-0.141*** 
(0.0472) 

-0.0739* 
(0.0383) 

Mother & father OECD (2nd) 0.0841  
(0.0714) 

-0.0694  
(0.135) 

-0.160***  
(0.0204) 

Dutch mother (2nd) 0.0253  
(0.0298) 

-0.0484* 
(0.0252) 

0.0190  
(0.0247) 

Dutch father (2nd) -0.0216  
(0.0326) 

-0.0548*  
(0.0307) 

-0.0325  
(0.0261) 

Male -0.0847*** 
(0.0113)  

-0.0636*** 
(0.00995) 

-0.0409 *** 
(0.0105) 

Protestant (a dummy) -0.0250** 
(0.0110) 

-0.00788  
(0.00979) 

-0.0373***  
(0.0103) 

High_Q_school (VWO) 0.102 *** 
(0.0143) 

0.0754*** 
(0.0131) 

0.105 *** 
(0.0136) 

Constant 2.303*** 
(0.812) 

3.478***  
(0.851) 

3.086*** 
(0.840) 

 

  
Year 2007  

 
Year 2008 

 
Year 2009 

Second stage Ln(gross monthly salary) 

Male  0.0823*** 
(0.0069) 

0.0916 *** 
(0.00631) 

0.0757 *** 
(0.0055) 

Age 0.0172  
(0.0297)  

0.111 *** 
(0.0324) 

0.125*** 
(0.0351) 

Age (sq)  0.000039 
(0.000588) 

-0.00188 *** 
(0.00064) 

-0.0022*** 
 (0.0007) 

Supervisor position 0.0322 *** 
(0.0073) 

0.0223*** 
(0.00663) 

0.00669  
(0.00747) 

Ln_score  0.0648  
(0.0523) 

0.0751  
(0.0676) 

0.118** 
(0.0607) 

Jobless > 10 months before 1st job -0.0867 *** 
(0.022) 

-0.0687***  
(0.0169) 

-0.126*** 
(0.0295) 

Protestant (a dummy) -0.0250 *** 
(0.00502) 

-0.0376*** 
(0.00435) 

-0.0377*** 
(0.00529) 

Constant 7.14*** 
(0.387) 

5.984*** 
(0.443) 

5.801 *** 
(0.463) 

Sargan statistic test 
Chi-sq(2) P-val 

19.919 
(0.012) 

13.275 
(0.1027) 

7.868 
(0.4465) 

Observations 4,341 5,381 4,559 
Robust standard errors are in parentheses  *** p<0.01, ** p<0.05, * p<0.1 

 

The following is what we consider as one of the most interesting results from our B–M model. Table 5 

presents the results from augmenting the B–M modelling of immigrants with more information about 

their parents’ roots (i.e. country of origin). The results from the augmented B–M model confirm our 
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findings from the simple B–M model. In addition, the augmented model demonstrates that second-

generation immigrants with parents from non-OECD countries perform worse compared to our reference 

category (where both parents are Dutch nationals). Put differently, these results demonstrate a high 

significance of cultural distance for the individual success rate of immigrants. Moreover, our results for 

2008 indicates that if individuals have a native father or native mother, they also perform worse compared 

to our reference category. However, if individuals have a Dutch mother, they perform slightly better 

(0.003 per cent) than when they have a Dutch father. This is probably due to the language effect that a 

Dutch mother can pass to her child, which is in support of previous research findings (see for example, 

Ofeka and Santos 1979). 

In the third step, we used the logit model to evaluate first- and second-generation immigrants at VWO 

schools. Table 8-6 presents the result for our logit model.  

Table 8-6: Logit regression of high quality school (VWO) 

 Year 2007  Year 2008 Year 2009 
 High quality school (VWO) 

1st generation  immigrants  -0.0793 
 (0.252) 

-0.765*** 
 (0.293) 

-0.401  
(0.278) 

2nd generation immigrants -0.289* 
 (0.152) 

-0.285** 
 (0.140) 

-0.321** 
 (0.163) 

Male -0.374*** 
(0.0785) 

-0.177** 
 (0.0738) 

-0.213*** 
 (0.0824) 

Protestant (dummy) -0.246*** 
(0.0791) 

-0.121 
 (0.0743) 

0.0403 
 (0.0834) 

Constant -1.179*** 
 (0.0674) 

-1.477*** 
 (0.0663) 

-1.634*** 
 (0.0746) 

LR chi2 (4) 35.23 19.52 12.99 
Prob> chi2 0.000 0.001 0.0113 
Pseudo R2 0.0084 0.004 0.0033 
Observations 4435 5545 4,710 
Goodness to fit 
Number of groups 6 4 5 
Hosmer-Lemeshow chi2(3) 0.69 5.13 1.02 
Prob > chi2 0.9524 0.0769 0.796 

Standard errors are in parentheses  *** p<0.01, ** p<0.05, * p<0.1 

 

First of all, the small p-value for the logit regressed chi-squared statistic implies that one or more of the 

five effects added in the logit model are important for predicting the probability of graduating from a 

VWO school. The result for the first generation of immigrants is only statistically significant for 2008, 

which indicates that there is a negative association between first-generation immigrants and our dependent 

variable (those who graduated from VWO schools). This implies that a one-unit increase in the number of 

first-generation immigrants decreases the probability of graduating from VWO schools in 2008 by -0.765. 

The result for the second generation of immigrants shows a somewhat stable pattern for all three years, 

and the probability of graduating from VWO schools range between -0.32 and -0.37.   

The logit model confirms our pervious explanation about the disadvantaged position of second-

generation immigrants in the Netherlands, despite their language and Dutch culture-specific capabilities. 

In the Dutch case, one could probably argue that parental cultural endowment is necessary for a 

successful higher education, but empirical studies have not reached a conclusive decision on whether this 

affects a child’s educational performance (Katsillis and Rubinson 1990; Kingston 2001; van de Werfhorst 

and Hofstede 2007) while, our own results stand for actually a better performance of the first generation 

immigrants’ category. Therefore, the reason for the current condition of second-generation immigrants is 

likely to be due to a decreased motivation resulting from experiencing first-hand discrimination at a young 



 

122 

 

age. In short, our findings may provoke interest in a further analysis, with more detailed data on 

discrimination and access to education, in order to shed additional light on the apparent impact that 

individual and local culture has on the immigrants’ human capital formation and utilization in the 

Netherlands.    

8.5. Conclusion 

In summary, the results from testing our two hypotheses show that, as expected by standard human 

capital theory, there is a positive and significant relationship between the quality of schools and graduation 

scores from higher education institutions. However, immigrants tend to be associated with lower 

schooling achievements, and second-generation immigrants (which are supposed to be better equipped 

with language skills) are performing worse in comparison to first-generation immigrants. This means two 

things: 1) our results confirm the findings of previous studies wherein parental background has a 

significant impact on the future educational attainments of their children; and 2) immigrants’ ‘ability’ is a 

function of access to schooling.  

On the one hand, there is a clear indication that more caution is warranted for the belief that the 

conventional variable ‘language skills’ can be considered a reliable approximation of culture: parental bias 

stemming from parental cultural capital (in a Bourdieuian sense) seems to be a more significant factor than 

cultural skills per se. On the other hand, educational returns for the individual (or one’s wage) are a 

function of school quality. This means that second-generation immigrants may have access to lower 

quality schools, resulting in them ending up with lower skills than first-generation immigrants and locals. 

Since the explanation might also be found the self-selection of the first generation, we subjected this 

insight to further analysis. To do so, we differentiated between first- and second-generation immigrants on 

the basis of their parents’ roots. Our results indicated that second-generation immigrants with parents 

from non-OECD countries are performing worse. This is probably due to the fact that after the Second 

World War, the Netherlands hosted a large number of guest workers from non-OECD countries; most of 

these migrants were low-skilled workers.  

Yet, it is also likely that the poor performance of the children of first-generation migrants based on the 

higher cultural distance between these immigrants and the local cultural milieu. Also, the poor 

performance of graduates with roots from non-OECD countries may be further explained by the local 

cultural capital factor (described by the spread of Protestantism in a locality). Our empirical analysis 

confirms the existence of effects from both individual cultural capital and local cultural capital on ‘ability’ 

and wage differentials, thus failing to reject both working hypotheses of our inquiry. In a final step, we 

cross-checked the identified relationship between immigrant status and access to high quality schools, 

which seems to be the core link between the individual and local cultural impact on the immigrants’ socio-

economic success in the Netherlands. The results confirm the relevance of this relationship, and open the 

way for further exploration of the possible hidden structures discriminating against immigrants. 

 

Source: Tubadij, A., Gheasi, M., and Nijkamp, P. (2014) Immigrants’ ‘ability’ and welfare as a function of 
cultural diversity effect of cultural capital at individual and local level. Education Economics (submitted). 
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CHAPTER 9: A STUDY ON UNDOCUMENTED 
MIGRANT WORKERS IN DUTCH HOUSEHOLDS 

 

9.1. Introduction 

The care section – and in general the domestic work sector – in households has over the past decades 

increased in importance, as a result of higher female labour force participation, higher incomes, and 

ageing. Since World War II, the participation of women in the formal labour market has increased in many 

European countries. As more women started to work in the labour market, this stimulated a growth in 

jobs for work in the home. This situation created opportunities for a large group of unskilled or low-

skilled labour (mainly women) from the internal or domestic market as well as from foreign labour 

markets (especially from developing countries) in search of a better life, aiming to occupy and to fill the 

vacant positions in the households. Clearly, the demand for domestic work in the whole of Europe, but 

especially in Western Europe, is growing. From a demographic point of view, there is an increase in the 

number of older people living on their own, along with other factors such as divorce, separation and 

growth in the number of single people and single parents (European Trade Union Confederation, 2005). 

In the Netherlands, according to the Central Bureau of Statistics, the proportion of people aged 65 and 

above will be 16.8 percent in 2013 and this will increase by 2.2 percent in 2018 and more in later years 

(CBS: key figures of the population forecasts 2010-2060). 

 

The term ‘domestic worker’ refers to a person who works inside the employer’s private household and 

performs a very wide range of activities and different tasks, from providing child and elderly care to 

cleaning, shopping, gardening, taking care of animals, laundry, household maintenance, etc. Some of these 

tasks include physical work, which requires greater skills such as cooking, and can also be stressful, for 

example, to finish the job in a time frame. Glazer-Malbin (1976) indicated that “shopping” could include 

different tasks such as making a list, purchasing, putting things away and throwing out old food. One of 

the main characteristics of domestic work is invisibility, as it is mostly done behind the scenes, and for 

centuries this work has been considered as informal and unproductive work. Nowadays, low-skilled and 

mostly female migrants from developing countries dominate this sector in the developed countries.   

 

A study by Glenn (1992) indicates that white class-privileged women in the United States have historically 

freed themselves of household tasks by employing the low-wage services of colored women. In the 

Netherlands, women have started to take part in paid labor since the end of post-war, and social policies 

have been reformed to take account of the independent earnings of both spouses (Walsum, 2007). 

Nowadays, the works that have previously been performed by female family members are outsourced to 

migrants domestic workers, and increasingly to undocumented migrants from outside the EU who have 

few alternative options on the Dutch labour market. This development has prompted a situation of 

“unknown diversity”. 

 
Many developed countries are increasingly focusing on welcoming highly skilled and highly educated 

immigrants from developing countries (Beechler, 2009), while there are a number of restrictions on the 

movement of low-skilled immigrants. However, there is a rapidly growing new type of temporary visa 

(tourist, au-pairs, etc.) issued for low-skilled migrants (mostly women) to work in private households. The 

majority of these domestic workers enter the host country with a tourist, student or au-pair visa, and as 
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their visas are not extended for another period, these people become undocumented. According to studies 

in 1991, the total number of undocumented immigrants in Western Europe was estimated at around 2.6 

million and this number was estimated to have doubled by the end of the decade (Bodvarsson and Van 

den Berg, 2009). In the Netherlands, Van der Heijden et al. (2011) estimated the total number of illegal 

immigrants for the year 2009. They estimated that around 97,100 illegal immigrants (95% confidence 

interval from 60,700 to 133,600) are living in the Netherlands. Earlier estimates by Van der Heijden et al. 

(2006) claimed that the Netherlands in the period of 1997 to 2003 received approximately 50,000 to 

200,000 illegal immigrants. It is important to indicate that the population of illegal residents is by no 

means stable. People are coming and going, some people seek legalization, while others are in transit and a 

portion will return (see Staring, 2001). These undocumented migrants have long been a cause of concern 

for the Dutch government, because as larger numbers of these migrants – particularly young people – 

migrate to the Netherlands, where legal avenues for immigration are limited, many fall prey to criminal 

syndicates of smugglers and traffickers in human beings, leading to gross violations of human rights. 

Furthermore, these undocumented migrants are also involved in different irregular economic activities. 

Given the fact that the female members of a family usually perform household tasks, the domestic worker 

who is employed is usually a female labourer. Therefore, this sector has provided a significant number of 

job opportunities for undocumented female migrants, who are working as domestic workers in private 

houses.  

 

This paper investigates the impact of hourly wages on a combination of human capital and social capital 

measures. We found that education and years of work experience raise productivity and lower production 

costs, other things being held constant. Moreover, migrants are trying to concentrate in places with better 

economic opportunities and higher wages, therefore residential location plays an important role, in 

particular for undocumented migrants, because they tend not to travel a lot. From a social capital 

perspective, networks are found to play a significant role in finding job opportunities for these migrants. 

From the employer perspective, we are interested to see the impact of employers’ features such as age and 

household characteristics on total hours of help needed per week. This is an important input to 

understand future trends in the demand for domestic workers. The rest of the paper is organized as 

follows. In Section 9.2 we present a literature review and Section 9.3 has the data used in this paper. 

Section 9.4 presents our results, and Section 9.5 concludes. 

 

9.2. Literature Review 

The illegality of migrants has been well studied by sociologists more than by economists. Migration from 

the sociological point of view has been studied broadly, and one of the oldest theories in sociology is the 

pull and push model developed by Lee (1966). According to this model, migration is the outcome of two 

complementary sets of factors; first push factors such as poverty, lack of employment opportunities, 

conflict, natural disasters; secondly, pull factors including higher employment, greater wealth, better 

service provision, favourable climate, political stability or low risk from natural hazards, have all made 

millions of people move from their country of origin to other countries and even to different continents. 

Between the two places (country of origin and country of destination) there is a set of barriers for 

migrants to overcome, and the set of barriers (legal, economic, social, distance, etc.) increases the cost of 

migration. The greater the difference between the net pull and push factors in the origin and destination 

countries, the more likely it is that migration will take place (Jandt et al., 2009). Further, there is another 

theory, which does not study migrants as individuals, but rather the social capital nature of this movement. 

This theory indicates that migration is a collective action, and usually happens when there is an established 

network of family and friends (Massey, 1988; Portes, 1995; Spener, 2001). Migration networks can be 
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described as “sets of interpersonal ties that link migrants, former migrants and non-migrants in origin and 

destination areas through the bonds of kinship, friendship and shared community origin” (Massey, 1988, 

p. 184). Through these bonds, migrants receive information regarding job opportunities, social protection, 

etc. Empirical studies have shown that social capital measures play a stronger role for illegal migrants (see, 

for example, Alt, 2003a). 

 
From an economic perspective, the theory of the dual labour market developed originally by the American 

economists Doeringer and Piore (1971) can be used to explain the situation of undocumented migrants. 

This theory separates the labour market into a primary and a secondary sector. Jobs in the primary sector 

are generally prestigious working positions with higher status, good working conditions and opportunities 

for promotion, while the secondary sector jobs have low status jobs, low pay and are usually filled by 

women and ethnic minorities. Nowadays, low skilled undocumented migrants are usually employed in the 

service sector where there are no specific qualifications. Furthermore, due to their low status and low pay 

these jobs are not attractive to natives (Arango, 2004).  

 
If we look at the labour market effect of migration on the host economy, it is traditionally viewed from 

the perspective of complementarity/ substitution with natives in the production sectors. Concerning the 

substitution effect, studies have found that the employment of a domestic worker increases the 

participation of natives in the market (Cortés and Tessada, 2011; Freire, 2011). Therefore, the increase in 

the formal activity leads to an increase in informal activity (Marcelli, 2004). However, the majority of 

domestic workers do not pay taxes because they are illegally employed, but the extra work hours of 

employers in the market, thanks to their replacement by low-paid domestic workers in private households, 

have an impact on tax revenues. Moreover, informal economic activity in general, and activity by women 

and immigrants in particular, has been widely debated by many authors (Sassen, 1984 and 1988; Hoyman, 

1987; Tienda and Raijman, 2000). Raijman (2001) indicates that the distinction between formal and 

informal economic activities does not necessarily depend on the character of the final product, but on the 

manner in which it is produced and exchanged. 

 
Our study will now address the Netherlands as an illustrative case. Labour market participation of women 

has increased rapidly in the Netherlands during the last three decades, leading to increased demand for 

domestic workers.  Moreover, the Netherlands has a higher rate of women’s participation in the labour 

market: according to European Standards, the labour participation rate of women is 71.5 per cent, and 

about three quarters of Dutch women are working part-time (CBS, 2011 web-magazine). This makes the 

Netherlands the number one country in terms of the higher participation of women in part-time jobs. 

Therefore, many women are still struggling to combine work and home. Thus, while women’s 

participation in the labour market has increased, they still carry out more household tasks than their male 

partners (de Ruijter and van der Lippe, 2009).  Therefore, women who are employed part-time or full-time 

will benefit the most from employing a migrant domestic worker with low wages.  

 
Another more recent development concerning demography is that the Netherlands is becoming an ageing 

society and this is another factor that increases the demand for irregular domestic work.  Nowadays, 

newspaper ads by households in search of a cleaning lady or old-age care are numerous. In this paper we 

will explore the role of ageing and labour market participation on household demand for irregular 

domestic work. Furthermore, we analyze the impact of social capital dimensions on access to a better-paid illegal job 

for undocumented migrant domestic workers in the Netherlands.   
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9.3. Data  

The data used in our empirical analysis were collected on the basis of a pilot project “Undocumented 

Migrant Domestic Workers” under the auspices of FNV Bondgenoten (one of the major trade unions in 

the Netherlands). Due to lack of information on the demographics and migration trends of 

undocumented foreign domestic workers in the Netherlands, as well as difficulties in accessing 

undocumented foreign workers for interviews, this paper is based on a convenience sample, comprising 

both interviews and survey questionnaires. This sample is based on interviews with 10 foreign domestic 

workers and two types of survey questionnaires: a digital version and an offline version (hardcopy). The 

questionnaires were designed to be completely identical and both took about 25-30 minutes to complete. 

Moreover, to make the interview comprehensible for those who did not speak English or Dutch (for 

example, Spanish speakers) the interview was conducted in Spanish. The aim of this questionnaire was to 

get a better insight into the economic and legal situation of domestic workers in the Netherlands.  

 

The questionnaire covered subjects such as personal features, legal status (documented or undocumented), 

race and ethnicity, and language. Further, questions were asked about their work as a domestic worker in 

private households, their income and expenditure, and some information about their employers. In total 

there were 131 (completed and partly-completed) questionnaires for undocumented migrant domestic 

workers (supply side) and 592 observations for employers (demand side). However, because some of the 

questionnaires were incomplete, we ended up with 113 observations for undocumented migrants and 464 

observations for employers.  

 

Some selection bias in our sample is unavoidable. It is important to differentiate between foreign domestic 

workers from the nationality and race/ethnicity perspective, because nationality plays a significant role in 

shaping the opportunities for work as well as working and living conditions of these migrants. The foreign 

domestic workers who completed the questionnaires (online and offline) associated with others of the 

same nationality. Therefore, nationality plays a defining role in the make-up of these workers’ 

communities and affects the type of access. Filipina (48%) and Indonesian (39%) undocumented migrant 

domestic workers were very eager to take part in the research so it is not surprising that these two 

nationalities are over-represented in this sample compared to other nationalities. Our respondents ranged 

in age from 22 years old to the oldest participant who was over 56 years old. 

 

Next to a general descriptive analysis, our aim is also to design an exploratory framework for the labour 

market position of migrant domestic workers. We have two dependent variables in our analysis, viz. 

hourly wages in natural logarithm form for undocumented immigrant domestic workers for analysis of 

this sector from the supply side, and total number of hours of domestic help needed by private 

households per week in natural logarithm from the demand side. We asked undocumented immigrant 

domestic workers to indicate how much they receive per hour of domestic work, and as each of these 

domestic workers works for more than one employer, we also asked them to indicate the total number of 

hours per week they work for each employer.   

 

Different criteria are applied by employers to select who will be employed in the household. We identified 

the independent variables as follows: a dummy variable is used to differentiate the gender of domestic 

workers - 1 is for male, and 0 is female. If we look at the literature, three classes of domestic workers 

based on the type of employment relationship are identified, live-in, live-out full-time and casual or hourly 

paid domestic workers (Gallotti, 2009). The live-in refers to the domestic worker who is living and 

working in a private house, and full-time domestic worker refers to a domestic worker who is working 

full-time in a private house, but not living there, and finally the hourly paid domestic worker works for 
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different employers. The last type of worker is also called a freelance worker, usually having multiple 

employers. In this analysis we do not have any live-out full-time domestic workers, so we differentiate 

between live-in and hourly paid domestic workers using a dummy variable 1 for live-in domestic workers, 

and 0 for hourly paid domestic workers.  

 
The human capital model suggests that education and years of work experience have a positive impact on 

the productivity of labour. We applied this model in this analysis for undocumented migrant domestic 

workers. Therefore, we controlled for the age of the respondent, the education level of domestic workers 

(5 categories, varying from 1= no education to 5= University degree) and years of experience. 

Furthermore, social capital plays a significant role in finding a job. We asked our respondents to indicate 

the channels through which they found domestic work. We have dummies for different social networks: 

family, friends, employer, family+friends, family+employer, and friends+employer. We used friends as a 

reference variable in our analysis. Furthermore, we also had an option for those domestic workers who 

find their work through advertisements. This dummy variable takes the value of 1 if the domestic worker 

finds a job through an advertisement and 0 otherwise.  

 

In the literature on migrant workers discrimination between the colours (black, white, Asian) has been 

indicated. In order to control whether there is discrimination among different races/ethnicities, we use a 

dummy taking the value of 1 if the undocumented domestic worker is black56, and 0 otherwise. Moreover, 

living in bigger cities may increase the chance of employment. To control for this effect, we asked our 

respondents to indicate in which city they live. The data shows that 42% of our respondents live in 

Amsterdam, 46% in The Hague, 3% in Rotterdam, 2% in Utrecht, and 7% in other cities. We used 

dummies for each city (for example, a respondent living in Amsterdam is equal to 1, and 0 otherwise), and 

other cities are the reference category in our analysis. Furthermore, we also have two more dummies, one 

for language (if the respondent speaks English) and one for legal status (1= documented, and 0 

otherwise).  

 

From the demand perspective, we have data on 15 explanatory variables. The household size is the sum of 

parent(s) with the number of children. For domestic workers’ years of experience with the household, 

there are two different dummy variables, for households with children between one month and 6 years 

and the second capturing the effect of children between the age of 6 and 15 years, with a dummy for 

households without children. We also controlled for the age of the employer, and whether the employer is 

married or single. We also interacted gender with marital status “single” to observe the difference between 

the genders and created two variables single_male and single_female. We collected this information from 

the interviews and written questionnaires from the domestic workers. As indicated above, we also devoted 

a section of our questionnaire to gather information on employers.  

 

9.4. Sample Characteristics 

We will first offer some descriptive empirical evidence from our sample. Undocumented migrants are not 

a homogeneous group. Based on the interviews and questionnaires, almost 78 percent of our sample 

(from a total of 123 answered questionnaires) entered the Netherlands legally (via tourist or au-pair visas), 

and then overstayed their visas. The remaining 22 per cent are mostly asylum seekers, whose cases have 

been rejected by the government and who have to leave the Netherlands.  

                                                           
56

 We have higher shares of Philippines and Indonesians, and only one observation for white domestic worker. Therefore, to 

control whether white domestic workers, based on cultural closeness with Dutch, are treated differently in comparison to others 
(Asian and black) is impossible in this analysis.  
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Table 9-1: Summary of statistics 

Variable Obs Mean Std. Dev Min Max 

Supply side      
Hourly wage (Euro) 122 9.388 2.319 3.3 15 
Gender# (male=1) 130 0.377 0.486 0 1 
Education (5 categories) 124 3.931 0.906 2 5 
Work experience (years) 119 3.931 3.218 0.7 18 
Age (years) 129 36.16 9.200 22 56 
Live-in domestic worker # 131 0.029 0.150 0 1 
Hourly paid domestic workers # 131 0.977 0.151 0 1 
Black domestic worker # 131 0.069 0.254 0 1 
Family # 131 0.076 0.267 0 1 
Friends # 131 0.099 0.300 0 1 
Employer # 131 0.061 0.240 0 1 
Family+Employer # 131 0.321 0.469 0 1 
Friends+Employer # 131 0.290 0.456 0 1 
Family+Friends+Employer # 131 0.023 0.150 0 1 
Advertisement  # 131 0.122 0.329 0 1 
Amsterdam  # 122 0.418 0.495 0 1 
Rotterdam # 122 0.033 0.179 0 1 
The Hague  # 122 0.459 0.500 0 1 
Utrecht  # 122 0.016 0.128 0 1 
Other city # 122 0.074 0.263 0 1 
      
Demand side      
Age (years) 462 44.40 11.399 21 92 
Hours per week (hours) 517 4.688 3.825 1 50 
Years of experience (years) 477 3.035 2.608 0.1 12 
Household size (number) 587 3.250 1.488 1 8 
Full-time # 511 0.836 0.371 0 1 
Part-time # 511 0.041 0.199 0 1 
Retired+jobless# 511 0.123 0.329 0 1 
Households with children from 0.1 to 5 years # 456 0.285 0.419 0 1 
Households with children from 6 to 15 years # 456 0.206 0.405 0 1 
Households with children 16 years and above # 456 0.199 0.400 0 1 
Households without children  # 456 0.302 0.459 0 1 
Married # 579 0.713 0.453 0 1 
Single # 579 0.193 0.395 0 1 
Divorce+ widow# 579 0.095 0.291 0 1 
Employer age over 51 years # 462 0.203 0.403 0 1 
Employer age from 41 to 50 years # 462 0.321 0.468 0 1 
Employer age from 31 to 40 years  # 462 0.381 0.486 0 1 
Employer age from 21 to 30 years# 462 0.095 0.291 0 1 

 

The gender composition is 62 per cent female and 38 per cent male. As Table 9-1 shows, the youngest 

participant in the sample is 22 years old and the oldest participant is over 56 years old. From the education 

perspective, on average they have apprenticeship/job training and we do not have any migrant domestic 

workers without education. Moreover, 38 per cent of our sample has a university degree, which means 

that they are seriously overqualified for their jobs. Regarding social capital measures, on average the 

combination of family + employer and friends + employer were most often mentioned as the source of 

job opportunities for undocumented migrant domestic workers. Concerning residence and workplace, the 

majority of these workers live in Amsterdam or The Hague.  

From the employer perspective, the average age of the employer is 44 years old. The average household 

size is 3 persons. On average each household needs 4.69 hours of domestic help per week. Furthermore, 
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on average undocumented domestic workers have worked for 3 years with their employers. Regarding the 

personal status of the employers, 70 percent are married and 19 percent are single. Furthermore, 83 per 

cent of employers are employed full-time and only 4 percent are employed part-time. It is important to 

indicate that our findings are based upon a non-random sample and therefore they cannot be easily 

generalized.  

9.5. Empirical Results from Regression Analysis 

This section is divided into two sub-sections. First we present the results from the migrant domestic 

workers (supply side), and then we present the results from the employer perspective (demand side). 

9.5.1 Empirical results from the employee perspective 

As indicated in the data section, the dependent variable in our OLS regression is the natural logarithm of 

the hourly wage of domestic workers. The mean value of the hourly wage, according to our data set, is 

9.39 Euro, which is slightly higher than (8.90 euro per hour) found in a previous survey of FNV 

Boundgenoten (IRENE & IUF, 2008). Table 9-1 shows the summary statistics based on the data.  As we 

can observe from Table 9-2 below, all the coefficients have the expected signs. The gender variable is 

statistically significant and shows that women are better paid than men in this industry.  This is probably 

due to the fact that domestic work is considered a woman’s job.  

As pointed out by various scholars (see, for example, Mincer (1958) and Spence (1973)), education and 

years of work experience improve people’s productivity. Our estimated result indeed confirms that 

education and experience have a positive impact on wages. Domestic workers’ education affects the 

marginal productivity of their services and their time inputs. In our analysis the education variable is 

positively related to the hourly wages of undocumented migrants, but it is statistically insignificant. 

Moreover, the years of work experience are positively related to the hourly wages and statistically 

significant at 10 percent level. This indicates that if the number of years of work experience of 

undocumented domestic workers increases by 10 percent, theirs wages increase by 2% ceteris paribus. 

  

Concerning the wage difference between live-in and hourly paid domestic workers, our estimation shows 

that live-in domestic workers receive 31 percent lower hourly wages than hourly paid domestic workers. 

This must reflect the costs of accommodation, food, and transportation. 

 

Miles (1999), in her research into migrant women doing live-in domestic work, found that the 

disadvantages of being one of the family far outweigh the advantages. Wages tend to be lower and are 

paid erratically on the premise that the maid will understand the employer’s financial situation. In this 

study, the mean value of total hours of work per week for live-in domestic workers is 46 hours, while for 

hourly paid domestic workers it is 21 hours. The mean value of total hours of work per week shows that 

live-in domestic workers are in a disadvantaged position, as indicated by Miles (1999).  Moreover, during 

one interview, a domestic worker who worked as a live-in domestic worker said that she was a slave in her 

employer’s household. Her working time was not fixed and she had to take care of all household tasks. 

Another undocumented domestic worker said “I am afraid of being caught by the police, but still I feel that I am a 

free person. I work whenever I want to, but as a live-in domestic worker I didn’t have such freedom”. 

 

Regarding race/ethnicity discrimination, black domestic workers are often stereotyped as lazy, careless and 

unproductive, and this is reflected in the low hourly wages of black domestic workers. In our result, we 

have a negative coefficient, but it is statistically not significant, so we cannot confirm wage discrimination. 
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Table 9-2: OLS results from supply side 

Dependent variable: hourly wages in natural logarithm 

                I               II 
Gender (male) -0.128 (0.0600) ** -0.111 (0.0586) * 
Education 0.0287 (0.0310) 0.0217 (0.0300) 
Work experience (years) 0.0171 (0.0095) * 0.0189 (0.00938) ** 
Age (years) 0.00111 (0.0033) 0.00049(0.0033) 
Live-in domestic worker  -0.307 (0.176) * -0.311 (0.170) * 
Black domestic worker  -0.152 (0.116) -0.175 (0.114) 
Job is found via   
Family 0.288 (0.132) ** 0.257 (0.128) ** 
Employer 0.113 (0.134) 0.0403 (0.134) 
Family+Employer 0.208 (0.102) ** 0.153 (0.0997) 
Friends+Employer 0.213 (0.102) ** 0.210 (0.0995) ** 
Family+Friends+Employer 0.0634 (0.220) 0.0133 (0.214) 
Advertisement  0.297 (0.147) ** 0.238 (0.147) 
Residential location   
Amsterdam   0.203 (0.0862) ** 
Rotterdam  0.0215 (0.0824) 
The Hague   0.0623 (0.164) 
Utrecht   0.277 (0.283) 
Constant  1.930 (0.187) *** 1.908 (0.188) *** 
Observations  113 113 
R-squared  0.236 0.317 

Standard errors in parentheses  *** p<0.01, ** p<0.05, * p<0.1 

Reference cases for dummies are female domestic workers, hourly paid domestic workers, other ethnicities , friends for jobs 

found via, other cities for residential location. 

The social capital57 variables that indicate the channel via which a job is found comprise family, friends, 

employer, and combinations of each are larger than the reference category (friends). As we observe from 

Table 9-2, the family relationship leads undocumented migrant domestic workers to better paid jobs in 

comparison to the reference variable. Our interviews with undocumented migrant domestic workers 

support the results. An undocumented migrant domestic worker who wanted to remain anonymous 

indicated: 

 

…my family member who worked for 5 years in Amsterdam called me from the Philippines. She gave me accommodation 

and referred me to two employers. Then, my employers referred me to other employers who were in need of help. Right now I 

am working for 12 employers. 

 

From the indication above, we can observe that family and friends play an important role in the initial 

decision to migrate to the Netherlands. They provide job opportunities and information about the social 

life of the host country.  Then they find other opportunities via their employers. Further, advertising also 

plays an important role in finding a job. As can be observed from Table 9-2, domestic workers who found 

their jobs through advertisements are even better paid than their friends.  

 

In the second column of Table 9-2 we added the location effect of domestic workers. As can be observed, 

all other coefficients mostly remained the same. This shows the robustness of our results. All big cities, 

called Randstad in Dutch, offer higher wages than other cities. Those undocumented migrant domestic 

workers who live and work in Amsterdam are paid 20 percent more than those in other cities. The 

                                                           
57

 We have only one observation for the category of family+friends; this is dropped due to collinearity.  
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coefficients for Rotterdam, The Hague and Utrecht are positive, but they are statistically insignificant. This 

finding explains why the large cities are attractive places for undocumented migrants to settle. 

 

9.5.2 Empirical results from the employer perspective 

The dependent variable in this regression is the total number of hours of domestic help needed by private 

households per week. The mean value for total hours of domestic help per week is 4.7 hours, which is 

higher than (3.4 hours) in the SEOR-enquête (2004). The explanatory variables are described in the data 

section. As we can see from Table 9-3 below, the size of household has a positive and significant impact 

on the number of hours of domestic help needed per week. Our result indicates that increasing the 

household size by 1 member increases the hours of domestic help per week by 10 per cent, ceteris paribus.  

The issue of trust is one of the biggest concerns of employers because domestic workers usually work 

while the employer is not present at home. Moreover, domestic workers are not embedded in the context 

of family loyalty, and their behaviour can have undesirable consequences for private households. One way 

to reduce this risk and any undesirable consequences is to employ a trusted domestic worker, with whom 

the household has had experience or whom friends, families and neighbours recommend.  Our result 

shows that the employer’s attitude in employing domestic workers with whom households have had 

experience is positive and significant.  In line with our result, the study by Ruijter and van de Lippe (2009) 

finds that the general level of trust increases the likelihood of outsourcing household tasks.  

The advantage of employing a domestic worker in a household should not be underestimated, especially in 

facilitating middle-class people and especially women participating in the labour market or in the 

community and voluntary work sector. We find evidence that those employers who work full-time need 

more help in comparison to the reference category (where the employer is retired or jobless). However, 

the coefficient for part-time occupation of employers is positively related with the dependent variable, 

although it is statistically insignificant. Moreover, households with younger children need more domestic 

help per week. Our result indicates that households, which have children between one month and 5 years 

old need 15 per cent more domestic, help per week than households with children older than 16 years.  

The same result is found for households without children.  

Scholars have debated the fact that the Netherlands is becoming an ageing society for a long time and the 

number of people who live alone is increasing. According to the CBS web-magazine, one in five 18 to 64 

year old men live alone, while for women it is just one in six and the percentage is increasing steadily 

(CBS, 2011). Moreover, CBS (StatLine) indicates that the proportion of 40-64 year olds rose from 30 

percent in 1995 to 35 percent in 2007, and for 65-79 year olds it increased from 10.1 per cent to 10.8 

percent. The age cycle has an impact on demand for domestic work. This can be seen from column I, 

where age is added nonlinearly and column II, where different age groups are added linearly. The older the 

age of the employer is, the more they need domestic help per week. In column II, employers over 51 years 

old need 16 percent more domestic help than the reference category (employer age 21-30), and as we 

move towards younger employers the amount of help per week gets smaller.  

From the results of Table 9-3, we can conclude that there is a positive and significant relationship between 

the age of the employer and the volume of domestic help needed per week, which underlines the 

importance of ageing for the demand side of domestic work.  
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Table 9-3: OLS result from demand side  

Dependent variable = ln (total number of hours of domestic help needed by private households per 
week) 

 I II 
Years of domestic worker experience with household 0.0187 (0.0072) ** 0.0189(0.0073)*** 
Household size 0.0944 (0.0244) *** 0.0989 (0.0243) *** 
Position of employer   
Full-time 0.317 (0.0897) *** 0.234 (0.071) *** 
Part-time 0.177 (0.1180) 0.100(0.113) 
Household type   
Households with children from 0.1 to 5 years 0.171 (0.0701) ** 0.151 (0.0710) ** 
Households with children from 6 to 15 years 0.0365 (0.065) 0.0070(0.066) 
Households without children  0.205  (0.0766) *** 0.199 (0.0777) ** 
Personal status   
Married+living together 0.085 (0.0728) 0.0727 (0.0728) 
Single 0.086 (0.0882) 0.0670(0.0880) 
Employer age   
Age (years) 0.0069 (0.0027) **  
Over 51 years  0.160 (0.0959) * 
From 41 to 50 years  0.131(0.0794) 
From 31 to 40 years   0.0301(0.074) 
Constant 0.248 (0.218) 0.558 (0.1570) *** 
Observations 341 341 
R-squared 0.168 0.168 

Standard errors in parentheses  *** p<0.01, ** p<0.05, * p<0.1 

Reference cases for dummies are retired+jobless for position of employer, households with children over 16 years, personal status 

divorce+widow, and employer between 21 and 30 years old. 

9.6. Conclusion 

Various structural trends are prompting the emergence of a culturally diverse economy, with a mix of both 

official and unregistered migrant workers. We find that women are better paid in the domestic household 

sector. As domestic work has traditionally been a female job, employers prefer women to their male 

counterparts in this sector. Based on our empirical results, the wage difference between men and women 

appears to be about 13 per cent in this sector. Furthermore, live-in migrant domestic workers are in worse 

conditions: in some of the literature this type of domestic work is associated with a slavery situation. They 

receive lower wages per hour than hourly paid domestic workers. However, low wages also reflect the 

costs of accommodation, food, and transportation. Regarding the residential location of domestic 

workers, those who live in bigger cities are better paid than those in smaller cities. Our finding on the 

choice of location by undocumented migrants explains why large cities are more attractive places for 

undocumented migrants to settle. 

The explanations for the outsourcing behaviour of domestic work may refer to time restriction and wealth 

accumulation (Ruijter and van der Lippe 2009): households with fulltime-employed couples are expected 

to outsource household chores more often than other households. The results of the current study 

demonstrate that household size and having children aged between a month and 5 years increases the 

chances of hiring a paid domestic worker. Furthermore, a positive relationship between the age of the 

employer and the hours of domestic help is found in this study.  
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Source: Gheasi, M., Nijkamp, P., and Piet, R. 2014. Unknown diversity: a study on undocumented 

migrant workers in the Dutch household sector. International Journal of Manpower, 35,103-117.  
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 Appendix A  

The full text of the questionnaire is available on request. A summary is presented below. 

 

A. Personal data   

How old are you? 
What is your sex? 
In which country you were born?  
What was the reason you came to the Netherlands? 
Where do you live? (Indicate the city) 
What is your mentioned status? 
Do you have children? If yes, how many  
Where do your children live? 
What is your legal status now? 
What was your legal status when you came to the Netherlands?  

What is your educational background? 

How would you describe your race/ethnicity/origin? 

 

B. Your work as a domestic worker 

What kind of work do you do as a domestic worker?  

How long have you been working as a domestic worker? 

How did you find this domestic work? 

Are you working as a live-in? 

Are you paid per hour? 

Do you work overtime (in accordance with your contract)? If yes, how many hours per week? 

Do you have additional sources of income?  

 

C. About your employer 

How many employer(s) do you have? 

Is your employer female or male? 

Is he/she married or single? 

Does she/he have children? If yes, how many? 

How old is she/he? 

How old is her/his youngest child? 

Does she/ he work? Full-time or part-time? 

How long have you been working for this household?  

How many hours do you work for this employer on average per week?  
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CHAPTER 10:  CONCLUSION 

10.1 Summary of  the Findings 

10.1.1 Retrospect 

Globalization and free movement between developed countries have had a significant impact on cross-

border migration, capital mobility, innovation, and economic development. In most developed countries 

the share of foreign-born people has reached more than 10 per cent of the total population, and in some 

countries like Canada and Switzerland this share has even reached 15 per cent (Bodvarsson and Van den 

Berg, 2013). A large number of people live illegally in most developed countries, and they are without 

formal rights and social protection. The exact number of undocumented migrants is not known, and the 

statistics are based on speculation. 

The recent mass migration has created heated debates, and has generated both support and opposition 

inside the host societies. There is no doubt that migration has affected the host and the sending 

economies in different ways. This study has tried to observe international immigration from different 

socio-economic angles, and to shed light on the various positive and negative impacts of international 

migration. As indicated in the introductory chapter, migrants are heterogeneous groups, and their personal 

characteristics such as age, education, and gender differ significantly from the population of the host 

society. Therefore, their impact on various socio-economic activities can show different forms. 

Throughout the different chapters of this thesis, we have demonstrated in particular the economic 

externalities of immigrants with different education and skill levels. An important factor that makes this 

study unique compared with previous migration studies is the strong focus of this dissertation on the role 

of the education (skills) of migrants. Education is treated here as an independent variable that interacts 

with the flow of migrants among OECD countries, FDI, and the labour market. 

This thesis has ten chapters, and throughout the thesis we have focused on the main twofold research 

question: Does migrants’ education matter for capital flows, and what are the impacts of migrants on trade and labour 

market?. We tried to answer these key research questions by applying several economic theoretical 

frameworks, and different econometric methodologies. Some chapters of this thesis (e.g. Chapters 5 and 

6) are slightly more general in nature, and do not extensively or explicitly take the role of education into 

account. In the Introduction of this thesis we raised some specific research questions for each chapter, 

and they are printed in italics. As we tried to consider the socio-economic impact of immigrants from 

different angles, the chapters of this thesis are clustered into three main groups. First, Chapter 2 

investigates the flow of migrants among OECD countries, and Chapters 3 and 4 explore the impact of 

immigration on foreign direct investment. In these chapters, we also explored the role of the education 

(skill) level of migrants. Second, Chapters 5 and 6 take the same structure as the aforementioned chapters 

(Chapters 3 and 4), and examine, respectively, the effect of immigration on international trade by 

examining various cross-border studies, and the impact of immigration on trade in the form of services 

(tourism) by means of a case-study approach. The third and last part of this thesis includes three chapters, 

and considers the impact of immigration on the labour market. Chapters 7 and 8 explore the wage 

differences between migrants and natives, and Chapter 9 shows the impact of undocumented migrants in 

the case of the Netherlands. To give a clearer picture of the findings based on the research questions 

raised, we present the summary of each part of the thesis in separate sub-sections (10.1.2 to 10.1.4).  
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10.1.2 Migrant flows and international networks: summary of findings  

In the first part of this thesis, Chapter 2 investigates: How centralized or dispersed are migration flows, and how 

does this structure evolve over time? And How is migration activity dispersed between specific countries, and if so, do such 

patterns change over time? To answer these questions, we apply a dual modelling technique, namely: 1) a 

gravity model by using the conventional econometric approaches; and 2) a network-based regression 

technique, such as Multivariate Regression Quadratic Assignment Procedures (MRQAP). Our main 

findings indicate that physical distance and border effects are significant predictors of international 

migration flows between OECD countries. We also find that a pool of young population in a country of 

origin acts as a push factor, while higher education level generates both pull and push effects in migration 

flows among OECD countries.  

Chapter 3 explores: Do immigrants in general, and different education levels of immigrants in particular, have an effect on 

foreign direct investment in both directions: the inward and outward flow of foreign direct investment? To analyse this 

effect, we applied a quantitative and systematic review of the literature on the impact of migration on FDI 

by means of meta-analytic techniques. We found that the overall effect of immigration on FDI is positive, 

but a different education and skill level had different impacts. Higher-educated and skilled migrants have a 

higher effect on the flow of FDI, while poorly-educated and low-skilled migrants have lower effects. The 

negative impact of education level and skill level on FDI indicates that larger numbers of poorly-educated 

and low-skilled migrant reduce the chances of sending countries to attract FDI investments.  

With this perspective, Chapter 4 studies: Does education matter for foreign direct investment in both directions (inward 

and outward) in the UK? Our results show that international networks through the sphere of human capital 

have a reinforcing impact on networks in terms of capital flows to and from the UK. This mainly holds 

for highly-educated migrants, while for poorly-educated migrants a different mechanism seems to prevail.  

10.1.3 Migration, trade and tourist flows: summary of  findings 

The second part of this thesis starts again with a meta-analysis in Chapter 5 on the link between migration 

and international trade, by considering the question: Do migrants complement international trade? We used the 

distribution of immigration elasticities of imports and exports across 48 studies that yielded 300 estimates. 

We found that migration has a positive and significant impact on international trade. However, the impact 

is less on trade in homogeneous goods. Furthermore, regarding the countries considered in our analysis, 

the effect of migration is greater on imports than on exports in about half of the countries. However, if 

we also correct for unobserved heterogeneity and publication bias, the average immigration elasticity of 

exports becomes slightly higher than that of the imports.  

Chapter 6 answers the research question: Do immigrants have an impact on the total number of visits, Visiting 

Friends and Relatives (VFR) tourist flows, and the duration of VFR visits?, by studying the linkage between 

migration and VFR tourist flows (inbound and outbound) to and from the UK.  We found that there is a 

strong relationship between the stock of migrants in the UK and VFR tourist flows. Our empirical results 

indicate that, as the stock of migrants increases from a certain country, ceteris paribus, the number of 

VFR visits from that particular country increases.  

10.1.4 High- and low-skilled immigrants: summary of  findings 

The third part of the thesis includes three applied studies. The first two chapters investigate the wage 

difference between migrants and natives who are equally educated in the Netherlands, and the last chapter 

evaluates the wage and employment opportunities of undocumented migrants involved in domestic work 

inside private households in the Netherlands.  
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The research question to which the first two chapters of this part try to provide an answer is: Does equal 

education mean equal income between migrants and natives, and if not what factors can explain the gap? Chapter 7 

investigates the wage difference between migrants and natives, and to what extent a migrant background 

can have an impact on the labour market outcomes of these migrants. Our empirical results indicate that, 

although migrants (first- and second-generation) are equally educated in the Netherlands, there is still a 

wage gap among them. In this study, we reject the human capital hypothesis that people with the same 

qualifications and supply characteristics would have the same labour market outcome.  

Taking the message from Chapter 7, Chapter 8 then tackles this issue from a different angle by attempting 

to answer the respective research questions: Does ethnic background affect the schooling results of immigrants, and 

later wage differences in the market? And Is there a link between the wage differential of immigrants in different localities 

and local cultural milieu? In this chapter we use a combination of the Bourdieu and the Mincer model, and 

try to explain the wage difference between migrants and natives from the ability (culture-capital) 

perspective. We find that immigrants are associated with lower schooling achievements, and second-

generation immigrants (who are supposed to be better equipped with language skills) are performing 

worse compared with first-generation immigrants, while the relationship between quality of school and 

graduation score was positive and significant. The worse performance of second-generation migrants 

means two things: 1) our results confirm the findings of previous studies, wherein parental background 

has a significant impact on the future educational attainments of the children; and 2) immigrants’ ‘ability’ 

is a function of access to schooling.  

Chapter 9 considers the research question: Do undocumented migrants contribute to the Netherlands economy?, and 

attempts to determine the impact of undocumented migrants who are working as domestic workers inside 

private households. We find that women are better paid than men in the domestic household sector. As 

domestic work has traditionally been a female job, employers prefer women to their male counterparts in 

this sector. From our empirical results, the wage difference between men and women appears to be about 

13 per cent in this sector. Regarding the residential location of domestic workers, those who live in bigger 

cities are better paid than those in smaller cities. Our findings on the choice of location by undocumented 

migrants explain why large cities are more attractive places for undocumented migrants to settle. We find 

that household size and having children aged between one month and 5 years increases the chances of 

hiring a paid domestic worker. Furthermore, a positive relationship between the age of the employer and 

the hours of domestic help is found in this study.  

10.2 A Critical Assessment of  the Research  

In retrospect: looking back over the various chapters of this thesis has given me the opportunity to 

appreciate what I have achieved and learned during my PhD research period. I will begin with some of the 

strong points, and then point out the weak points of this thesis.  

10.2.1 Strong points  

The application of both network analysis and the gravity model on the flow of migrants between OECD 

countries is the novelty of our approach. The combination of these techniques potentially opens a window 

of opportunity for new researchers to think not only in terms of the classical application of 

methodologies, but to think beyond. The application of network analysis could capture the education 

effect of migrants as both a pull and a push factor, while classical gravity theory was not able to capture 

this effect. 

The meta-analysis chapters, in the first place expanded my opinion and understanding of the impact of 

migrants on international trade and FDI, and gave me the possibility to identify the strong and weak 
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points in the aforementioned studies. With regard to the impact of migration on inward and outward 

flows of FDI, the meta-analysis study revealed that heterogeneity of migrants in terms of education and 

skill matters for the flow of FDI in both directions. Previous studies conducted on this link have suffered 

from not controlling sufficiently either for the education heterogeneity of migrants or for the reverse 

causality between immigration and FDI. In Chapter 4 we tackled both concerns, and controlled for the 

educational heterogeneity of migrants, and for the reverse causality effect by applying the instrumental 

variable (IV) approach.  

On the wage difference between migrants (first- and second-generation) and natives, we first applied the 

Mincer equation, and then controlled for the conventional discrimination (ability) through parents’ roots. 

We then proceeded to apply a combination of the Bourdieu and the Mincer model with an application of 

a 2SLS model. The aim was to find how ability in terms of parents’ roots and local cultural milieu could 

explain the wage difference between migrants and natives. Our instrumental variables and application of 

the 2SLS approach was shown to be a relevant approach for this type of analysis. 

10.2.2 Weak points 

In our network analysis chapters, it was evident that there is a need for more effective modelling 

techniques that can narrow the gap between the descriptive and the modelling network approaches. 

Furthermore, the application of much more detailed migration micro-data sets might probably produce 

interesting complementary results.  

In Chapter 4 we controlled for the reverse causality through the application of the IV approach, but our 

instrumental variables (passport costs, and Islamic religion) are not strong instruments for highly-educated 

migrants. It would be interesting to explore new instrumental variables, such as specific migration policies 

targeting highly-educated people, etc. 

Clearly, an estimation method for the Mincer equation, and controlling for the ability of immigrants in 

explaining the wage differences between migrants and natives, produced reliable results, but it should be 

noted that the data was not randomly selected. In future research, a different econometric technique (e.g. a 

bootstrap with a Heckman selection model) might be able to increase the power of our estimation. 

10.3 Methodology 

This thesis has utilized several different types of analysis, ranging from the macro- to micro-level. The 

macro-data sets are at the country level (e.g. the flow of migrants between OECD countries, FDI, 

international trade), while individual analyses are based on survey data (e.g. on graduate students, and 

undocumented migrants). More specifically, in the second chapter, we use the International Migration 

Statistics (IMS) for OECD countries. This data set includes information on the flow of migrants by 

country of origin and destination. However, this data set also has some shortcomings: for instance, it does 

not report flows below 1000 observations. In addition, we were not able to capture the flow of migrants 

between poor countries and rich countries. Our analysis is instead based on migration flows between 

OECD countries.  

The two meta-analyses, Chapters 3 and 5, are based on the collection of a number of papers (published 

and unpublished), which largely address the same research questions, and used a particular set of 

econometric analyses. This relates to the two-way interaction between migration and international trade, 

and between migration and FDI. We scanned a large number of studies, and finally ended up with nine 

publications for the impact of immigration on FDI, which yielded 140-point estimates for outward FDI, 

and 125-point estimates for inward FDI. For the impact of immigration on international trade, our sample 
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consists of 48 publications, which yielded 233-point estimates for exports and 178-point estimates for 

imports.  

Chapters 7, 8, and 9 are based on micro-data sets. The first two chapters offer an analysis based on 

graduate students from higher professional education (in Dutch terminology, called HBO), while in 

Chapter 9 we used questionnaire data from a survey of undocumented migrants employed to do 

household tasks in the Netherlands.  

10.4 Policy Relevance  

The European countries are in a state of constant change in their immigration policies. These countries 

were already not enthusiastic about accepting migrants, but the recent economic crisis, which caused 

economic stagnation and raised the unemployment rate, has worsened the situation. However, strong 

immigration policies and increased border control failed to stop the flow of migrants. Instead, developed 

countries today are experiencing a rapid increase in the number of unauthorized migrants. This indicates 

that either there is a lack of information on the policies toward migration or there is a lack of 

understanding about the causes and consequences of international migration. However, it is important to 

assure policy makers in the receiving countries that international migration is essentially a fact not a policy 

goal, and that there should be an awareness of the difference between the real impact of immigration and 

the perceived impact.  

As indicated immigrants are heterogeneous in their formation in host countries, and therefore further 

research is needed to find out the positive and negative externalities of international migration. A number 

of scientific studies, including the various chapters of this thesis that have been conducted on the socio-

economic impact of migrants in the host societies, have revealed a positive correlation between the stock 

of immigrants and various important economic indicators (e.g. international trade, and FDI). 

Furthermore, based on the theory of assimilation, migrants adaptation – to the host society’s culture, 

social values, and language – increases with the time they spend in the host society, and studies – including 

Chapter 7 and 8 of this study – reveal that not only are first generation migrants not perfect substitutes for 

the native population, but even some groups of second-generation migrants lag behind the natives. 

Therefore, the creation and implementation of policies which consider the complementarity between 

immigrants with and the native population would better help host societies.  

Chapters 3 and 4 of this thesis show that highly-educated migrants complement FDI. This indicates that a 

points-based migration policy would further help European countries. Attracting foreign-born talents 

would not only fill the labour vacuum in the labour market, but also bring long-run positive externalities. 

Both chapters indicated that FDI largely depends on the education level of immigrants in both inward and 

outward FDI. More specifically, poorly-educated (low-skilled) migrants are substitutes FDI in both 

directions, while highly-educated migrants complement FDI. If countries have a larger stock of highly-

educated migrants from a particular destination, this may benefit both countries. This effect may ease the 

effect of the brain-drain from the migrant-sending countries.   

Globalization has increased the competition for talented and skilled workers in the world. In particular, 

host countries where migrants are graduating from higher education centres may benefit considerably if 

they can provide job opportunities for this pool of young and talented workers. Empirical studies on the 

labour market performance of migrants indicate that they are not substitutes for natives. Chapters 7 and 8 

of this thesis compare highly-educated migrants with natives in the Dutch labour market. Our results 

indicate that there is not much difference between the first- and second-generation migrants: both are 

lagging behind in wages compared with the natives. This indicates that the labour market integration of 
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migrants in general, and the second-generation migrants in particular, may be taken as a primary step 

towards better job opportunities and further integration. 
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SAMENVATING (SUMMARY IN DUTCH) 

De reden waarom mensen migreren van hun land van herkomst naar een ander land heeft wetenschappers 

geïntrigeerd gedurende reeds vele jaren. Wel is duidelijk, dat sociologen, demografen en beleidsmakers 

deze vorm van menselijk gedrag anders bezien dan economen. Vanuit economisch perspectief wordt 

meestal aangenomen dat migratie plaatsvindt als gevolg van loonverschillen, en dat regio's met hogere 

lonen meer migranten trekken. Deze theorie verklaart duidelijk de zuiver economische overwegingen van 

mensen, maar is niet in staat om andere vormen van migratie te verklaren, die plaatsvinden als gevolg van 

omstandigheden buiten de macht van een individu, zoals asielzoekers, vluchtelingen voor natuurrampen, 

of degenen die zich willen herenigen met hun families. De complexiteit van het krachtenveld van migratie 

wordt nog groter als we kijken naar de motieven achter de bewegingen van mensen; met andere woorden, 

of mensen verhuizen als gevolg van hogere lonen en hogere rendementen op hun menselijk kapitaal, of 

vanwege het aangename klimaat, de cultuur, geschiedenis, enz. in hun gastland. 

 

Op wereldschaal is er een toename van het aantal migratie landen, zowel van oorsprong als van 

bestemming, geweest. Een aantal Europese landen (zoals Italië, Spanje, Portugal), die eeuwenlang werden 

gekarakteriseerd als landen van oorsprong, veranderden plotseling in ontvangende landen. Tegenwoordig 

kennen deze landen niet alleen specifieke vormen van immigratie (bijvoorbeeld asielzoekers, tijdelijke en 

permanente resettlers, economische migranten, arbeidsmigranten, kennismigranten, toeristen als semi-

permanente bewoners, sociale migranten, internationale studenten, enz.), maar ook al deze verschillende 

soorten immigratie tegelijkertijd. Dit heeft het niet alleen beleidsmakers moeilijker gemaakt om een 

generiek migratiebeleid te ontwikkelen, maar ook politieke debatten aangewakkerd over de wenselijkheid 

of de aanvaardbaarheid van migranten. Het is duidelijk waarom sommige wetenschappers beweren dat we 

leven in een tijdperk van migratie (Nijkamp, 2010;. Goldin et al, 2011). 

  

Recente massale migratiegolven hebben geleid tot verhitte debatten in veel ontwikkelde landen met 

betrekking tot de impact van de immigranten en de daaropvolgende sociale en economische schokken in 

de ontvangende landen. Landen waaruit migranten afkomstig zijn meer bezorgd over de brain-drain 

effecten, en het verlies van hun getalenteerde en jonge arbeidskrachten. Studies van de economische 

effecten op de uitzendende landen hebben echter aangetoond dat het verhogen van emigratie kan worden 

gebruikt om een diaspora te ontwikkelen, waardoor de landen van oorsprong kunnen profiteren van 

‘remittances’ (De Haas en Plug, 2006; Gamlen, 2006).  

 

Dit proefschrift richt zich op het nationale (m.n. case studies) en wereldwijde (m.n. vergelijkende meta-

analyse) niveau van een geografisch perspectief, en concentreert zich op de macro-effecten en micro-

effecten vanuit een economisch perspectief. Bovendien besteedt dit proefschrift veel aandacht aan de rol 

van onderwijs en het vaardigheidsniveau van de migranten in de ontvangende samenlevingen. Gezien het 

feit dat de sociaal-economische gevolgen van internationale migratie groot zijn en ook zeer ingewikkeld, 

richt ik me in dit proefschrift op slechts enkele van de bovengenoemede problemen vanuit een empirisch 

perspectief. Deze hebben betrekking op de gevolgen van de diaspora van migranten op directe 

buitenlandse investeringen (FDI), op handel en toerisme, en op de arbeidsmarkt. 

 

Wat de modellering van dergelijke effecten betreft heb ik verschillende modelleringstechnieken en 

methodologieën gehanteerd, maar ze kunnen worden samengevat onder twee noemers: het graviteits 

model van de internationale handel, en de Mincervergelijking (het human capital-model). 
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Dit proefschrift bestaat uit tien hoofdstukken, en de kern hiervan bestaat uit de centrale, tweeledige 

onderzoeksvraag: Heeft het opleidingsniveau van migranten invloed op kapitaalstromen, en wat zijn de gevolgen van 

migratie op handel en op de arbeidsmarkt?. We hebben geprobeerd om deze belangrijke onderzoeksvragen te 

beantwoorden door verschillende economische theoretische kaders toe te passen, alsmede verschillende 

econometrische methoden. Sommige hoofdstukken van dit proefschrift (bijvoorbeeld de hoofdstukken 5 

en 6) zijn iets meer algemeen van aard, en nemen niet uitvoerig of expliciet de rol van onderwijs onder de 

loep. In de inleiding van dit proefschrift werpen we een aantal specifieke onderzoeksvragen voor elk 

hoofdstuk op, en deze zijn cursief gedrukt. Omdat we geprobeerd hebben om de sociaal-economische 

impact van immigranten uit verschillende hoeken te behandelen, zijn de hoofdstukken van dit proefschrift 

geclusterd in drie hoofdgroepen.  

 

Ten eerste: hoofdstuk 2 onderzoekt de stroom van migranten tussen OESO-landen, terwijl de 

hoofdstukken 3 en 4 de impact onderzoeken van immigratie op de buitenlandse directe investeringen. In 

deze hoofdstukken onderzoeken we ook de rol van het onderwijsniveau (vaardigheidsniveau) van 

migranten.  

 

Ten tweede: de hoofdstukken 5 en 6 hebben dezelfde structuur als de hiervoor genoemde hoofdstukken 

(hoofdstuk 3 en 4), en onderzoeken, respectievelijk, het effect van immigratie op de internationale handel 

door te kijken naar diverse grensoverschrijdende studies, en de impact van immigratie op de handel in de 

vorm van dienstverlening (toerisme) door middel van een case-study aanpak.  

 

Ten derde: het deel van dit proefschrift bestaat uit drie hoofdstukken, en beschouwt de invloed van 

immigratie op de arbeidsmarkt. De hoofdstukken 7 en 8 verkennen de loonverschillen tussen migranten 

en autochtonen, en hoofdstuk 9 beschouwt het effect van mensen zonder geldige papieren in Nederland. 

Om een duidelijker beeld van de bevindingen op basis van de onderzoeksvragen te geven, presenteer ik 

hieronder de samenvatting van elk deel van het proefschrift in aparte sub-secties (1 tot 3). 

 

1. Migratiestromen en internationale netwerken: samenvatting van de bevindingen  

In het eerste deel van dit proefschrift, onderzoekt hoofdstuk 2 de vraag hoe gecentraliseerd of verspreid 

migratiestromen zijn, en hoe deze structuur in de tijd evolueert; en hoe migratie-activiteit verspreid is 

tussen specifieke landen, en of dergelijke patronen veranderen in de tijd. Om deze vragen te 

beantwoorden, hanteren we een dual-modeling techniek, namelijk: 1) een  graviteit model met behulp van 

conventionele econometrische benaderingen; en 2) een netwerk-gebaseerde regressietechniek, m.n. 

Multivariate Regressie Quadratic Assignment Procedures (MRQAP). Onze belangrijkste bevindingen 

wijzen erop dat fysieke afstand en grenseffecten significante voorspellers zijn van de internationale 

migratiestromen tussen de OESO-landen. Wij vinden ook dat een pool van jonge bevolking in een land 

van herkomst werkt als een push-factor, terwijl het hoger onderwijs zowel pull als push-effecten genereert in 

de migratiestromen van alle OESO-landen.  

 

Hoofdstuk 3 verkent de vraag of immigranten in het algemeen, en de verschillende opleidingsniveaus van 

immigranten in het bijzonder, een effect hebben op de directe buitenlandse investeringen in beide 

richtingen: de inkomende en uitgaande stroom van directe buitenlandse investeringen. Om dit effect te 

analyseren, hebben we een kwantitatieve en systematische review uitgevoerd van de literatuur over de 

gevolgen van migratie voor FDI door middel van meta-analytische technieken. We vonden dat het totale 

effect van immigratie op FDI positief is, maar dat een verschillend onderwijs- en vaardigheidsniveau 

verschillende effecten heeft. Hoger opgeleide en gekwalificeerde migranten hebben een grotere invloed op 

de stroom van FDI, terwijl laaggeschoolde en laaggeschoolde migranten lagere effecten hebben.  
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In dit perspectief bekijkt hoofdstuk de vraag of onderwijs van belang is voor de buitenlandse directe 

investeringen in beide richtingen (inkomend en uitgaand) in het Verenigd Koninkrijk. Onze resultaten 

laten zien dat internationale netwerken van menselijk kapitaal een versterkend effect hebben op netwerken 

in termen van de kapitaalstromen van en naar het Verenigd Koninkrijk. Dit geldt vooral voor 

hoogopgeleide migranten, terwijl voor laaggeschoolde migranten een ander mechanisme lijkt te gelden. 

  

2. Migratie, handels- en toeristenstromen: samenvatting van de bevindingen  

Het tweede deel van dit proefschrift begint opnieuw met een meta-analyse in hoofdstuk 5 over het 

verband tussen migratie en internationale handel, door te kijken naar de vraag: Hebben migranten een 

complementair effect op internationale handel? We gebruikten de spreiding van de immigratie-

elasticiteiten van import en export over 48 studies, wat 300 schattingen opleverde. We vonden dat 

migratie een positief en significant effect heeft op de internationale handel. Echter, de impact is geringer 

op de handel in homogene goederen. Bovendien is voor de landen in onze analyse het effect van migratie 

groter op import dan op export in ongeveer de helft van de landen. Als we echter ook corrigeren voor 

niet-geobserveerde heterogeniteit en publicatiebias, dan wordt de gemiddelde immigratie-elasticiteit van de 

export iets hoger dan die van de invoer.  

 

Hoofdstuk 6 geeft antwoord op de onderzoeksvraag of immigranten een impact hebben op het totale 

aantal bezoeken, de toeristenstromen met als motief bezoek aan vrienden en familieleden (VFR), en de 

duur van VFR-bezoeken, door het verband te bestuderen tussen migratie en VFR-toeristenstromen 

(inbound en outbound) naar en van Engeland. We vonden een sterke relatie tussen de ‘stock’ aan migranten 

in het Verenigd Koninkrijk en de VFR-toeristenstromen. Onze empirische resultaten geven aan dat, als de 

hoeveelheid van migranten stijgt van een bepaald land, ceteris paribus, de VFR-bezoeken van dat land 

toenemen.  

 

3. Hoog- en laagopgeleide immigranten: samenvatting van de bevindingen  

Het derde deel van het proefschrift omvat drie toegepaste studies. De eerste twee hoofdstukken 

onderzoeken het loonverschil tussen migranten en autochtonen die even hoog zijn opgeleid in Nederland, 

en het laatste hoofdstuk evalueert de lonen en de werkgelegenheid van migranten zonder papieren die 

betrokken zijn bij huishoudelijk werk in particuliere huishoudens in Nederland.  

 

De onderzoeksvraag waarop de eerste twee hoofdstukken van dit deel een antwoord proberen te geven is: 

Betekenen gelijke onderwijskansen ook een gelijk inkomen voor migranten en autochtonen, en zo niet, 

welke factoren kunnen het verschil verklaren? Hoofdstuk 7 onderzoekt het loonverschil tussen migranten 

en autochtonen, en in welke mate een migrantenachtergrond een impact kan hebben op de resultaten op 

de arbeidsmarkt van deze migranten. Onze empirische resultaten geven aan dat, ook als migranten (eerste 

en tweede generatie) in gelijke mate zijn opgeleid in Nederland, er nog altijd een loonkloof tussen hen is. 

In deze studie verwerpen wij de human capital hypothese dat mensen met dezelfde kwalificaties en supply-

kenmerken dezelfde resultaten op de arbeidsmarkt zouden hebben.  

 

Met die boodschap uit hoofdstuk 7, pakt hoofdstuk 8 vervolgens deze kwestie vanuit een andere hoek aan 

door te proberen de vraag te beantwoorden of etnische achtergrond invloed heeft op de 

scholingsresultaten van immigranten, en op latere loonverschillen in de markt; en eveneens of er een 

verband is tussen het loonverschil van immigranten in verschillende gemeenten en lokale culturele milieus. 

In dit hoofdstuk maken we gebruik van een combinatie van het Bourdieu- en het Mincer-model, en 

proberen we om het loonverschil tussen migranten en autochtonen vanuit vermogensperspectief (cultureel 

kapitaal) te verklaren. We concluderen dat immigranten worden geassocieerd met lagere 

scholingsprestaties, en dat immigranten van de tweede generatie (die geacht worden betere 
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taalvaardigheden te hebben) slechter presteren in vergelijking met de eerste generatie immigranten, terwijl 

de relatie tussen de kwaliteit van de school en de afstudeerscore positief en significant was. De slechtere 

prestatie van de tweede generatie migranten betekent twee dingen: 1) onze resultaten bevestigen de 

bevindingen van eerdere studies, waarin ouderlijk milieu een belangrijke impact heeft op het toekomstige 

opleidingsniveau van de kinderen; en 2) het ‘kunnen’ van immigranten is een functie van hun toegang tot 

onderwijs.  

 

Hoofdstuk 9 beschouwt de onderzoeksvraag of ongedocumenteerde migranten bijdragen aan de 

Nederland economie, en probeert de impact van mensen zonder papieren, in het bijzonder die werken als 

huishoudelijk personeel in particuliere huishoudens, te bepalen. We vinden dat vrouwen beter worden 

betaald dan mannen in de huishoudelijke sector. Aangezien huishoudelijk werk traditioneel een 

vrouwelijke baan is, zien werkgevers liever vrouwen dan hun mannelijke collega’s in deze sector. Op 

grond van onze empirische resultaten, lijkt het loonverschil tussen mannen en vrouwen ongeveer 13 

procent te bedragen in deze sector. Wat betreft de woonlocatie van huishoudelijk personeel, zien we dat 

mensen die in grote steden wonen beter betaald worden dan die in kleinere steden. Onze bevindingen 

over de locatiekeuze van migranten zonder papieren verklaren waarom grote steden aantrekkelijker zijn 

voor mensen zonder papieren om zich te vestigen. We vinden dat de grootte van het huishouden en het 

hebben van kinderen tussen één maand en 5 jaar oud de kans verhoogt op het inhuren van een betaalde 

huishoudelijke hulp. Verder is er een positieve relatie tussen de leeftijd van de werknemer en het aantal 

uren huishoudelijke hulp.  

 

Beleidsrelevantie  

Europese landen zijn in een staat van constante verandering in hun immigratiebeleid. Deze landen waren 

al niet enthousiast over het accepteren van migranten, maar de recente economische crisis, die de 

economische stagnatie en stijgende werkloosheid veroorzaakte, heeft de situatie verslechterd. Echter, een 

krachtig immigratiebeleid en toegenomen grenscontroles zijn er niet in geslaagd de stroom van migranten 

te stoppen. In plaats daarvan hebben ontwikkelde landen vandaag de dag te kampen met een snelle 

toename van het aantal mensen zonder papieren. Dit geeft aan dat er ofwel een gebrek aan informatie is 

over het migratiebeleid of een gebrek aan inzicht in de oorzaken en gevolgen van internationale migratie. 

Het is echter belangrijk om beleidsmakers in de ontvangende landen ervan te overtuigen dat internationale 

migratie in wezen een feit is, en geen beleidsdoel, en dat er een bewustzijn moet zijn van het verschil 

tussen de reële impact van immigratie en de gepercipieerde impact. 

  

Zoals aangegeven zijn immigranten heterogeen in hun verspreiding in de gastlanden, en daarom is verder 

onderzoek nodig om uit te vinden wat de positieve en negatieve externe effecten van internationale 

migratie zijn. Een aantal wetenschappelijke studies, met inbegrip van de verschillende hoofdstukken van 

dit proefschrift, die zijn uitgevoerd op de sociaal-economische impact van migranten in de ontvangende 

samenlevingen, hebben een positieve correlatie laden zien tussen het aandeel van immigranten en diverse 

belangrijke economische indicatoren, zoals internationale handel en FDI. Bovendien, gebaseerd op de 

theorie van assimilatie, passen migranten zich aan de cultuur, sociale waarden, en taal van het gastland 

sterker aan, naarmate ze meer tijd doorbrengen in de ontvangende samenleving. Studies – waaronder 

hoofdstuk 7 en 8 van dit onderzoek – laten zien dat niet alleen migranten van de eerste generatie geen 

perfecte substituten voor de inheemse bevolking zijn, maar dat ook sommige groepen van de tweede 

generatie migranten achterliggen bij autochtonen. Daarom zou de creatie en implementatie van beleid dat 

ingaat op de complementariteit tussen immigranten en de autochtone bevolking de ontvangende 

samenlevingen beter kunnen helpen. 
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De hoofdstukken 3 en 4 van dit proefschrift hebben laten zien dat hoogopgeleide migranten  FDI 

aanvullen. Dit geeft aan dat een op punten gebaseerd migratiebeleid Europese landen verder zou kunnen  

helpen. In het buitenland geboren talenten aantrekken zou niet alleen een vacuüm op de arbeidsmarkt 

vullen, maar ook positieve externaliteiten op de lange termijn met zich meebrengen. Beide hoofdstukken 

geven aan dat FDI grotendeels afhankelijk is van het opleidingsniveau van immigranten in zowel 

inkomend als uitgaand FDI. Meer in het bijzonder zijn laaggeschoolde migranten FDI-substituten in beide 

richtingen, terwijl hoogopgeleide migranten FDI aanvullen.  

 

 


