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Abstract

According to recent ILO estimates, there are 15Qiion migrant workers in the world. Employmento whether
migrants are working or not — is the most importdaterminant of their fiscal impact. Immigrants aant for much of
the increase in the size of the workforce; théyrfiportant niches both in fast-growing and rapidlgclining sectors of
the economy. The aim of this paper is to surveyir@mapstudies on the economic effects in the arefdabour
migration. The paper is based on the conceptualyssaand conclusions drawn from the literature the general
review of controlling-related papers. Secondaryadsburces were processed from ILO, OECD and cortealysis of
scientific papers which focus on economic effettalmour migration. There are many different wagsnteasure the
fiscal impact of immigration and all methods andoagaches rely heavily on debatable assumptions randelling

choices that can significantly change the results.
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Introduction

Migration is a feature of social and economic life
across many countries, but the profile of migrant
populations varies considerably. In part this isduse
of the variety of sources of migration. In much of
Europe, for example, citizens enjoy extensive sgbt
free movement. In Australia, Canada and New
Zealand, managed Ilabour migration plays an
important role. Other sources include family and
humanitarian migration. Whatever its source,
migration has important impacts on our societi@sl a
these can be controversial. The economic impact of
migration is no exception (OECD, 2014a). The aim of
this paper is to assess economic effects in tresak
labour migration. The paper is based on the
conceptual analysis and conclusions drawn from the
literature on the general review of controllingateld

papers. The outputs are listed based upon secondary
research. Secondary data sources were processed fro _

ILO, OECD and content analysis of scientific papers
which focus on economic effects of labour migration

The economic effects of labour migration

Immigrants have a broadly neutral impact on the
public purse in OECD countries, receiving in state
benefits around about as much as they pay in tdx an
social contributions. Employment — or whether
migrants are working or not — is the most important
determinant of their fiscal impact. Immigrants aotb
for much of the increase in the size of the workéor

they fill important niches both in fast-growing and
rapidly declining sectors of the economy. The sludre
highly educated immigrants is rising sharply in @eC
countries; over the past decade it rose 70%, ih par
because of immigration from Asia. A lack of
internationally comparable data makes it diffictdt
determine the overall impact of net migration on
economic growth (OECD, 2014b).

Migration’s impact is in three areas — the labour
market, the public purse and economic growth:

Labour markets
Migrants accounted for 47% of the increase in

the workforce in the United States and 70% in
Europe over the past ten years.

Migrants fill important niches both in fast-
growing and declining sectors of the economy.

Like the native-born, young migrants are better
educated than those nearing retirement.

Migrants contribute significantly to Ilabour-

market flexibility, notably in Europe.
The public purse

Migrants contribute more in taxes and social
contributions than they receive in benefits.

Labour migrants have the most positive impact
on the public purse.

Employment is the single biggest determinant of
migrants’ net fiscal contribution.

Economic growth
Migration boosts the working-age population.
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- Migrants arrive with skills and contribute to most OECD countries, the net fiscal position of
human capital development of receiving immigrant households is below that of the native-
countries. born. Nevertheless, the reverse holds in a number o

- Migrants also contribute to technological countries, in particular in thg Southern European
progress (OECD, 2014a). countries of ltaly, Greece, Spain and Portugalyels

: ' _ . . as in Ireland. In all of these countries, a larget jof

. Looking at the net direct fiscal position of he regident migrant population consists of recent

immigrant households — that is, their taxes andasoc |56,y migrants. Immigrant households also have a

security contributions minus the social transféwsyt better fiscal position than the native-born in

receive — several observations can be made (Figure ) \\xempourg, the United Kingdom and Hungary. In

First, there is wide variation in migrants’ fiscal 5 of these countries, with the exception of theted

position, but in most countries it is positive. Net yjqqqom, immigrants have an employment rate that is

contributions are only negative in a number of @&t 51,56 that of the native-born. Finally, in virtyadl!

European countries with small immigrant populatjons countries, the “mixed” households have a highly

as well as in Germany, France and Ireland. In these ,qjtive net fiscal position, which in most casealso

latter - countries, with the exception of lIreland, \ye|| ahove that of the native-born. This resultats
immigrant populations are relatively old and thus o sight surprising but is mainly due to thetféat,
overrepresented among the population receiving py qefinition, these households have at least two
pensions (Liebig, Mo, 2013). In Ireland, the negati .41t in the household. In addition, most of these
net contribution holds for both immigrant and netiv 4 ,seholds are working-age couples, which is thee ag

born households and is partly driven by the early 5¢\hich individuals contribute most to the taxteys.
impact of the crisis. A second observation is fihat

Figure 1 Average net direct fiscal contribution dfouseholds by migration status of the householcatie
2007 - 2009 average EUR (PPP adjusted)
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Source: Liebig, Mo (2013)

Among the contributions of foreign workers Migration process is also associated with money
include increase the economic welfare of the transfer issue, or also known as remittance, which
importing countries, major source of workforce, actually means the outflow of money from one
increase the domestic innovation activities, insieg country to another (Fauzi, Rawi, 2016).

the expected returns on education, complementing  Foreign workers are a major source of work force
domestic human capital and increasing the jn the development of the economy, whether it is fo
productivity in  manufacturing sectors. Besides, the country that imports or exports foreign workers
migration will also decrease the unemployment rate migration process is usually associated with the
and poverty cases in the exporting countries. money transfer issue, or also known as remittance,
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which actually means the outflow of money from one
country to another. Remittance flows are broadly
affected by three factors: the migrant stocks in
different destination countries, incomes of migsaint

the different destination countries, and, to some

extent, incomes in the source country. Remittances
sent home by international migrants from developing
countries are estimated to have risen to $432hiil
2015, an increase of only 0.4 percent over the
previous year (Figure 2). (World bank, 2016).

Figure 2 Remittance Flows Are Larger than Officiddbevelopment Assistance (ODA), and More Stable than

Private Capital Flows
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The outflow of money by foreign workers usually
brings benefits to the exporting countries compaoed
the importing countries. Remittances received have
positive and negative effects on economic growith an
economic development. Directly, remittances will
reduce the rate of poverty and also tend to imptbge
welfare of poorer rural households. However, there
are also studies which found negative effect of
remittances i.e., increase of the real exchange rat
which then produce so called “Dutch Disease Effect”

be statistically significant with expected signszéf,
2015).

At macroeconomic level, increasing the total
capacity of financing of the investments that bsing
this saving coming from abroad, plays a pro-cyclic
role if the migrant workers abroad trust the local
economic situation and if the financial system fué t
country encourages them to invest. But one cowd al
observe that remittances, for certain countries iand
certain circumstances, play a counter-cyclic rdlés

The common consequences of the remittances flowstne case if, when the country of origin of the raigr

are on the exchange rate of the local currencyocsnd
the rise of domestic price level. The exchange isate
being defined as the price in terms of the local
currency; the foreign currencies of the countries
where the migrant people live. Any increase or ake
foreign currencies on average the central bank
reserves therefore, obliges the bank to issue oeal |
money entailing mechanically inflation (Fauzi, Rawi
2016). Empirical results support the existence of a
significant positive relationship between migrant
workers remittances and economic growth. The other
control variables such as foreign direct investment
openness to trade and infrastructure are also feaund

workers is a poor country which knows a period of
economic crisis, these workers send more remitince
to help their families to overcome these difficesti
more easily (Yaseen, 2012).

The external migration causes divers effects at
macroeconomic level. The most important impacts are
connected with  severe disequilibrium and
dysfunctions on the labor market, such as: f

» potential employment capacity of the labor force;

» unemployment rate and its characteristics; f
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force;

f

emigration of high qualified labor force, — thedos
of “brains”, capable of creating a high level of
added value; f

wage distortions and the segmentation of the labor and native-born households in most countries, ite sp
increasing of underground economy (black labor);

diminished potential of local labor force — use
immigrants in order to complete the lack of local
labor force (Roman, Voicu, 2010).

By themselves, differences in age and education of
the household head thus explain relatively litflehea
differences between the contributions of immigrant

of the fact that immigrants tend to have a lower
educational attainment on average. In all countries
except the United Kingdom, net contributions
compare more favourably for the low-educated than
for the high-educated immigrant households (Figure
3).

Figure 3 Difference in the net direct fiscal contsution between immigrant and native-born househaldbsy
education status of the household head, 2007 - 2808rage EUR (PPP adjusted)
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Note: “High-educated” refers to ISCED-Level 5 and above; “low-educated” to ISCED-Level 2 and below.

Source: Liebig, Mo (2013)

The consequences of migration are in the table 1.

Table 1 Consequences Of Migration

Consequences Of Migration On The Country Of Origin

Economic Impacts

Positive

Negative

The area benefits from remittances sent home.

Loss of young workforce; those with skills and thaegth
entrepreneurial talents move, slowing economic
development.
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Upon return, migrants bring new skills to the cayn

tLoss of labour may reduce inward investment by gie\

such as the ability to speak foreign languagessé&Imew| companies, increasing dependencies on government
skills can help to improve the economy in the counof | initiatives.

origin.

There is less pressure on resources such as fod an

social services such as health care.

Consequences Of Migration On The Host Country

Economic Impacts

Positive Negative

Migrants take up less desirable, menial jobs wh
natives would not take but need filling.

idhigrants and their children must be educated, they't
necessarily speak the native language of the loasttoy.

The host country can gain skilled labour for cheap. There is an over dependency in some industrie§ on
migrant labour, leading to a lack of jobs for peophtive
to the host country.

There is a labour surplus; those with skills andoadion | Much of the money earned by the migrants isn’t sfrer

fuel the economy. the host country and is instead sent back to thatcy of
origin.

The skill gap in many host countries can be fillagd| More people increase the pressure on resources| and

migrants.

services such as health care systems.

Costs of retirement can be transferred to the cgunit
origin.

Sources: Katseli — Lucas — Xenogiani (2006), ILOO®), Stohr (2014), Bailey (2015), Masarova (20Ta)pa (2016),

Vojtovic — Krajidkova — Tupa (2016)
Discussion

Migration can be a contentious issue, with public
debate sometimes informed by perceptions that tio no
stand up to analysis. This is especially true in
discussions of the fiscal and economic impacts of

migration — complex issues with many strands. These

include immigrants’ employment rates, the extent to

which they pay taxes and receive benefits and their

contribution to an economy’s capacity for innovatio
How are these issues debated? As with so much els
in migration, the answer varies greatly around the
world, and views are likely to reflect each courdry
historical and current experience of immigration.
However, throughout the economic slowdown in
recent years, there have been signs, perhaps alpeci
in Europe, of rising public anxiety about migration
Developing an accurate understanding of the fiscal

e

and economic impacts of migration is essential to
informing public debate. It is also vital if govenents

are to design effective policies that maximise the
contribution of immigrants to their new homes
(OECD, 2014b). In many countries, there is
widespread public concern over immigrants’ use of
the welfare system. Opinion surveys show a strong
association between the public’s view about the
desirability of further migration and their percepts

of immigrants’ fiscal contribution. In European
OECD countries, people who believe that the fiscal
impact of immigration is positive are also more
inclined to welcome additional migration (Figure 4)
Although this association does not necessarily mean
that the fiscal impact is the main determinantiefvs

on migration, there clearly is a link between the
perceptions of the fiscal impact and public acaegea

of additional migration.
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Figure 4 The association between views on migratiand the perception of migrants’ fiscal impact,

selected European OECD
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Given these challenges, and the availability of

country to country. But the fundamental question of

better data, there has been an increasing amount ofhow to maximise the benefits of migration, both for

research on the fiscal impact of immigration inenec
years. Yet, the question of how to reliably evatuhie
fiscal impact of immigrants is complex (Liebig, Mo,
2013). Should one simply compare immigrants’
current tax/benefit balance (including social segur
contributions), or are forward-looking projectionf
future cash flows the approach that should be ta&en
account for a potential demographic impact and
economic assimilation over time? If so, how sure ca
one be about the assumptions and forecasts unugrlyi

host countries and the migrants themselves, needs t
be addressed by many OECD countries in coming
decades, especially as rapid population ageing
increases demand for migrants to make up shortfalls
in the workforce (OECD, 2014a). With the right
approach to migration policy and the management of
immigration, it is possible to some extent to miizien
losses and maximize the benefits of immigration
workforce (Tupa, 2017). Filling of vacant poststtha
cannot be filled by the domestic workforce is to

these approaches? And what about the descendents ofustain economic development necessary. The gtartin
immigrants and the indirect effects of immigratiom point can be support for immigrants to study av&ko
the public finances through the labour and capital universities.

markets? There are many different ways to measure
the fiscal impact of immigration and all methodslian
approaches rely heavily on debatable assumpticths an
modelling choices that can significantly change the
results. Understanding these impacts is importhnt i But the fundamental question of how to maximise
our societies are to usefully debate the role of the benefits of migration, both for host countréesl
migration. Such debates, in turn, are essential to the migrants themselves, needs to be addressed by
designing policies in areas like education and many OECD countries in coming decades, especially
employment that maximise the benefits of migration, as rapid population ageing increases demand for
especially by improving migrants’ employment migrants to make up shortfalls in the workforce
situation. This policy mix will, of course, varydim (OECD, 2014a). Almost 20% of residents of OECD

Conclusion
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countries will be 65 or older by 2020 (BNP Paribas jobs created in the optimistic scenario. The silver
Cardif, 2015). Communication, home and transport economy has a potential to create jobs especially i
sectors will receive the biggest silver boost, whil the service oriented sectors focusing on wealtlvgisi
sectors such as e-autonomy, nutrition, health and consumers in the more advanced countries (Schulz,
security will also reap the opportunities offergdtbe Radvansky 2014). Europe’'s societies are aging,
silver economy. The population above 65 is theefst  placing their pay-as-you-go social security systems
growing demographic. The global spending power of under considerable demographic pressure. It becomes
the silver generation will reach 12 $ trillion 920, increasingly well understood that a regulation of
which would be 54% larger than the GDP of Latin future immigration that is tailored to attract yguand
America. The global average gross income of the economically successful migrants can alleviate some
silver consumer is around 14 500 $ annually, of the demographic burden associated with an aging

compared to the global average of 12 300 $ (Hodgson
2013). The silver economy will impact jobs in two
ways. One is that the effect of increased demaom fr
the elderly will generate 2.6 — 4.4 million new $ob
across the EU until 2025. The other results from

population (Roman, Voicu, 2010).
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