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This Sub-chapter examines the impact of immigration on the labour market
situation of the employees of recipient countries in Europe, relying on empirical economic studies published in the past fifteen years.
According to the simplest theoretic model of the labour market, a wave of
immigration increases the labour supply of recipient countries, which reduces wage levels and expands employment in the short run. This model assumes
that the labour force is homogeneous, i.e. immigrants are perfect substitutes
for the employees of the recipient country. However, according to economic
theory, migration does not lead to reduction in average wages in the long run:
it may result in the expansion of employment, since the utilisation of cheaper
production factors (employees) reduces the production costs and increases the
profit of businesses, which in turn encourages more investment, increases the
employment rate and wages.1 Our summary asks the question: does empirical research shed light on whether immigration reduces the wages or employment rate of employees in the recipient country?
The short-term impact of immigration

We are thankful to Ádám Török
and Balázs Váradi for providing useful comments on earlier
versions of the manuscript; although any errors are our own.
1 For more details on the theoretical background see e.g. Borjas (1999).
2 Skills-g roup approach defines the labour market, where
employees compete with one
another, by the dimensions of
skills relevant for the labour
market. For more details on the
methodology see Borjas (2003).

*

Bratsberg et al. (2014) examined, using a skills-group approach, 2 how immigration influenced the wages of local male employees between 1993 and 2006
in Norway. The authors estimated the effects of the country of origin of immigrants. Their study concludes that if the share of immigrants increases in
a “quasi” labour market defined by educational attainment and age, the wages
and employment rate of recipient country employees fall. This is primarily
due to migrants from other Scandinavian countries, who probably compete
directly with Norwegian employees. Immigrants from other developed countries have a smaller effect, while immigrants from developing countries have
no negative effect on wages. The authors found that a one per cent increase
in the number of immigrants from other Scandinavian countries reduces the
wages of Norwegian men by 0.35 per cent within a year.
Empirical studies on Germany point out the peculiarities of the German
labour market in the 1980s and 1990s: due to central wage negotiations and
strong trade unions, wages in the German economy changed slowly and relatively inflexibly. Thus the labour market primarily adapted to shocks through
changes in the employment rate.
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Bonin (2005) examines the impact of immigration on the labour market
situation of men from the mid-1970s to 1997, applying a skills-group approach.
He defines immigrants as non-German citizens, that is, German nationality
individuals arriving from Eastern Europe in the 1990s in great numbers are
included among the native population. Glitz (2012), on the other hand, investigates the influx of German nationality immigrants from Eastern Europe,
combining both a regional3 and a skills-group approach.
Bonin (2005) did not observe adverse impacts on the level of employment,
although when only the period from 1990 to 1997 is considered, there is
a slight but significant crowding out effect: a 10 per cent rise in the share
of immigrants increased the probability of unemployment among the Germans by 1.5 per cent on average. The negative wage effect was also small: a 10
per cent increase in the share of immigrants reduced the wages of the native
population by less than 1 per cent on average. The findings of Glitz (2012)
indicate that the influx of German nationality immigrants did not influence
wages but had an adverse impact on the employment rate of the local population: among men, the entry of every 10 immigrants caused the job loss of 3.1
local employees on average, which mainly affected young and older workers.
Ortega–Verdugo (2014) used a skills-group approach to study the impact
of (mostly unskilled) immigrants in France between 1968 and 1999 on the
wages of French male employees. The findings showed that immigration has
a positive correlation with wages and employment rates. However, this was due
to significant changes in the wage structure in the period under study – irrespective of immigration –, which meant that differences between the wages
of the low-qualified and highly qualified decreased considerably. The authors
also point out that due to increasing immigration, French and immigrant
employees of similar age and educational attainment shifted to dissimilar
professions and French employees worked increasingly in high-skill positions.
Based on individual longitudinal data, Ortega–Verdugo (2015) examined
the impact of unskilled migration during the period from 1976 to 2007 on
the labour market situation of male French manual workers. The authors
observe that in the micro-regions and occupations where the share of immigrants grew, the wages of French workers decreased, notably in the service
and especially in the construction sector. Accordingly, if the share of immigrants within manual workers increased by 10 percentage point in a microregion, the (median) wage of French employees fell by 1.3 per cent in the
service sector and by 3.6 per cent in the construction sector, while the decrease was not significant in the processing industry. However, this negative
effect was mitigated by two tendencies. Firstly, high ability French workers
(especially in the processing industry) moved to other positions. Secondly,
less competent French workers moved from micro-regions with a high influx of immigrants.
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variables. For more details on
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(1982).
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In Spain, the number of African and South American immigrants, typically lower qualified than the Spanish workforce, increased to nearly 11-fold
between 1991 and 2005. Carrasco et al. (2008) used a skills-group approach
to estimate the impact of immigration on the wages and employment rate
of the native population between 1991 and 2011. The analysis only revealed
a negligible significant effect on wages: a ten per cent increase in the number of immigrants resulted in a 0.2 per cent fall in the wage levels of the native population.
In the 1990s, more than three million immigrants arrived in Israel, which
increased the population of the country by 12 per cent in a decade (Friedberg, 2001). More than one-third of immigrants arrived from former Soviet
Union Republics. Applying a skills-group approach, both Friedberg (2001)
and Cohen-Goldner–Paserman (2006) reached the conclusion that immigration did not have a negative impact on the labour market situation of the
Israeli population.
According to Friedberg (2001), immigration had a positive impact on Israeli wages: a 10 per cent rise in the share of immigrants in a given profession
raised the wages of the local employees by 7.4 per cent on average. CohenGoldner–Paserman (2006) found that the increased share of immigrants had
no or negligible impact on the probability of losing jobs among men (a 10 per
cent increase only raised the probability by 0.49 per cent maximum), while
in the case of women – especially in the public sector – it lead to decrease in
the likelihood of job-loss. Both studies point out the phenomenon that immigrants typically obtained lower-wage and/or higher-turnover jobs despite
possessing higher qualifications and several years of work experience in their
country of origin. Consequently, not even immigrants and locals with a similar educational attainment and work experience are close substitutes – they
rather complement one another.
Turkey is the country most affected by the present wave of refugees. Immigration is uneven among Turkish regions: the majority of Syrian refugees
are concentrated in regions near the Turkish-Syrian border. The impacts of
the wave of refugees are investigated by several studies, all of them relying on
the regional approach. As for their educational attainment, Syrian refugees
do not differ much from the population of the southern, typically underdeveloped, Turkish regions, therefore it is possible to start from the simplifying
assumption that Syrian refugees may become direct competitors of Turkish
employees (Ceritoglu et al., 2015).
Del Carpio–Wagner (2015) reports that the crowding out effect of Syrian
workers is significant: the entry of ten Syrian refugees to the local labour market causes the job loss of about three Turkish workers, which affects primarily the employment of women and low-qualified employees as well as of nonregistered workers. However, this strong crowding out effect is tempered by
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a significant internal out-migration effect. Average wages remained unchanged
but, because of changes in the composition of employees, wages decreased in
some segments (e.g. informal sector, low-qualified, women). The findings of
the study are consistent with the conclusions of Akgündüz et al. (2015) and
Ceritoglu et al. (2015).
The medium- and long-term impact of immigration
Cattaneo et al. (2013) analysed what happens to local employees in two to four
years following the point when the proportion of immigrants in their profession increases substantially, based on individual longitudinal data from the
period of 1995–2001 from 11 countries of the European Union. The authors
conclude that neither domestic migration nor the loss of jobs of local employees increased as a result of immigration. Moreover, the (monthly) wages of local employees slightly (though statistically not significantly) improved with
immigration. What is the cause of this favourable tendency? According to
the authors’ findings, if the proportion of immigrant employees rises by ten
percentage point in a profession, the probability of local employees being promoted grows by 16 per cent within two years and by 20 per cent within four
years. Although the probability of promotion also increased in manual and
simple non-manual professions, the impact was more pronounced in (nonmanagement) professions requiring higher education qualifications.
A similar conclusion has been reached by D’Amuri–Peri (2014), by analysing
data from 15 Western European countries relating to the period from 1996
to 2010, using a skills-group approach. The authors examined the job quality
of local employees and quantified whether they have monotonous/manual or
complex/intellectual tasks. The findings indicate that the employees of the 15
countries are not driven out from work by immigrants; on the contrary, they
are promoted to positions with more complex tasks. According to the authors,
this confirms that immigrants – since they are not proficient in the language
of the recipient country – can mainly take up monotonous/manual jobs and
in this way labour supply expands in these occupations. This raises the value
of complex/intellectual occupations which are complementary to manual jobs,
and local employees shift to those. The authors also checked whether labour
market institutions (e.g. the stringency of labour regulations) influences the
extent to which local employees are promoted to higher positions as a result
of immigration. It seems that stringent legal frameworks slowed down this
adaptation process. Such an institutional system especially reduced the promotion prospects of low-skilled employees and it primarily had adverse effects in the years of the recent economic crisis.
Foged–Peri (2013) examined the impact of the influx of refugees that intensified in the 1990s in Denmark – the country with one of the most flexible labour markets of Europe – following the outcomes of local employees
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until 2008. Since the educational attainment of refugees was low, only the
career of local employees with a maximum of an upper secondary school leaving qualification was mapped. The findings clearly showed that the influx of
refugees had a positive impact, which spread gradually and fully materialized
some five-six years after the settlement of the refugees. In micro-regions with
a high proportion of refugees, a larger share of native employees were promoted, their wages increased and their employment rates did not fall even when
compared local employees with a similar background living in micro-regions
with a small share of refugees. The influx of refugees particularly favourably
affected the career of younger employees and those with a versatile skill-set.
In practice, in five years following the influx of refugees, the wages of young
workers were four per cent higher in micro-regions where the share of refugees increased by one per cent.
Ruist (2013) focused on the effect of the influx of refugees from regions
hit by (civil) war, using data from the period from 1998 to 2007 and an area-based approach, in Sweden. The findings suggest that the influx of refugees did not have an impact on the employment rates of the Swedes or earlier
immigrants from high-income countries; however, it significantly increased
the probabilities of job loss for earlier immigrants from medium- and lowincome countries: every ten new refugees forced eight earlier immigrants out
of the labour market.
The number of immigrants grew significantly in the United Kingdom between 1975 and 2005; however, as opposed to many European countries,
a large proportion of immigrants were relatively highly qualified, especially
in the period from 1995 to 2005. Two studies found that immigration had
no significant impact on the average wage of local employees; it only influenced the distribution of wages (Manacorda et al., 2012 and Dustmann et al.,
2013). Both papers point out that immigrants of similar age and educational
attainment are not close substitutes of local employees – but rather complement them, which is supported by the fact that they work in different industries and positions. Manacorda et al. (2012) show that the newly arriving immigrants only had a negative impact on the wages of earlier immigrants but
their influx increased the wages of native employees. Dustmann et al. (2013)
estimated directly how immigration affected the distribution of wages in the
regions of the United Kingdom between 1997 and 2005. Their results revealed
that only the wages of low-wage earners decreased as a result of immigration,
that of mid- and high-earners increased. Thus a one per cent rise in the share
of immigrants increased the average wage of local employees by 0.2 per cent.
The study of Ortega–Verdugo (2014) on Spanish immigration offers a possible explanation for why many papers find only negligible wage effects even in
the case of large-scale immigration. The study applies the area-based approach
and examines the period 2000–2006. The findings reveal that total employ-
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ment grew considerably in the regions concerned. The authors found that neither the employment rate nor the wages of Spanish employees decreased as
a result of immigration. The reason for this is that businesses utilise the abundant production factor (unskilled labour) more intensively: 45–75 per cent
of the surplus workforce became employed through this channel. The study
also describes another form of adaptation: a 10 per cent increase in the number of female immigrants increased the employment rate of Spanish women
with higher education qualifications by 2.2 percentage points, that is, female
immigrants typically replaced local female workers in the field of household
services. Due to the increased employment of highly qualified women, demand for workforce in household services grew and in this way the pressure
on the wages of the low-qualified eased.
Table 3.2.1. below summarises the empirical findings reviewed. It is clear
that while the short-term effects of immigration on the labour market situation of the native population are mixed, there are typically positive effects
in the long run.
Table 3.2.1.: Summary of empirical findings
Employment effect
Country
Short-term effects
Germany
Spain
France

negative

neutral or positive

Wage effect
negative

Bonin (2005) – only men

Carrasco et al. (2008) Carrasco et al. (2008)
Ortega–Verdugo (2015)
Ortega–Verdugo (2015)
Ortega–Verdugo (2014)
only men*
– only men*
Israel
Cohen-Goldner–Paser- Cohen-Goldner–Paserman (2006) men
man (2006) women
Norway
Bratsberg et al. (2014)
men
Turkey
Wagner et al. (2015),
Ceritoglu et al. (2015)
Wagner et al. (2015)
Akgündüz et al. (2015)
Mid- and long-term effects
Denmark
Foged–Peri (2013)**
Spain
González–Ortega (2014)
Sweden
Ruist (2013)
United Kingdom
EU

neutral or positive

Cattaneo et al. (2013)

Ortega–Verdugo (2014)
Friedberg (2001)

Foged–Peri (2013)**men
González–Ortega (2014)
Manacorda et al. (2012)
men, Dustmann et al. l
(2013)
Cattaneo et al. (2013)

The findings of Ortega–Verdugo (2015) only apply to male employees having an upper secondary school leaving qualification at most.
**
The findings of Foged–Peri (2013) only apply to male employees having an upper
secondary school leaving qualification at most
*
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Conclusion
According to the literature we reviewed, immigration has a negligible shortterm impact on the labour market situation of local employees. How and to
what extent it impacts various groups depends on the competences of immigrants: their school attainment and foreign language skills. In the past 25
years, immigrants to Europe usually did not substitute native employees because of their relatively low level of these competences – and this is especially true for refugees. In this respect, researchers generally found a significant
negative impact only in contexts where immigrants arrived from groups that
are culturally similar to local employees. Immigration significantly affected
industries and professions adversely in the short run which are characterised
by simple manual work (such as construction or agriculture).
Immigration in the medium term already exerts positive or no effects on
the labour market situation of local employees. This is due to two tendencies. On the one hand, businesses dynamically adapt to the increased supply
caused by immigration and switch to technologies relying to a larger extent
on unskilled labour. On the other hand, the relative value of complex/intellectual professions – which are in a complementary relationship with the relatively simple manual work undertaken by immigrants – increases and local
employees shift to them. Consequently, immigration leads to a more efficient
division of labour; local employees transfer to higher grade positions and thus
their earnings increase. The extent of the latter tendency and how fast the
positive effect of immigration is exerted greatly depends on the institutional
framework and the flexibility of the labour market.
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