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Immigrants and the welfare state

Intermediate results

The impact of Estonian immigrants on the Finnish welfare state
Key-findings Finland — The study of Pro-

files of Estonian immigrants and their
participation in the Finnish welfare system confirm that the composition and selection of immigrants largely determine
the economic impact of immigration on
the host country. Utilising a register
based panel data of new Estonian immigrants in Finland from years 2000–2007
we analyse the welfare utilization of Estonian immigrants (the second largest immigration group in Finland) and determinants thereof and the net fiscal impact that Estonian immigrants have on
the Finnish welfare state. The results indicate that working age Estonian immigrants are less likely to receive welfare
benefits than Finnish natives. Those who

arrived after Estonia joined the EU have
a lower probability of welfare recipiency
than the migrant cohorts that arrived prior
to the membership. The fiscal net contribution of newly arrived Estonian immigrants is positive and increases over the
duration of their stay.
Estonian immigrants do not appear to
be a burden to the Finnish welfare
state
From a policy perspective it is important to know the impact of immigration on the sustainability of the welfare
state. From the perspective of the welfare
state the newly arrived Estonian immigrants do not appear to be a burden to the
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Finnish welfare state: their employment
performance in the Finnish labour market has been good, they receive less welfare transfers compared to natives, and
they pay more direct taxes than they get
as welfare transfers, although the positive
impact is quite small. Those Estonian immigrants who arrived after Estonia joined
the EU have an even lower probability
of welfare recipiency and unemployment
insurance participation than the migrant
cohorts that arrived prior to the membership. On the basis of these results immigration from Estonia to Finland seems to
be more related to labour market motivations than welfare motivations.

D IVERSITY — The research programme MIDI-REDIE assesses how the
scale and diversity of migrant populations affect socio-economic outcomes.
Since migrants disproportionally settle in certain regions and particularly
in certain metropolitan areas, the analysis is conducted at the regional
level. However, implications for national welfare and policy within a panEuropean political economy framework are considered as well.
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Five different countries
PAN -E UROPEAN — The project is con-

News and upcoming events
New book on Migra- were revised and then edited relation to innovativeness, the demographic-economic
tion Impact Assessment by Nijkamp, Poot and recent creativity, cultural enrich- drivers of cultural diversity,
published in October
VU University PhD graduate ment, and international ori- (ii) the spatially differenAfter economic conditions in
many developed countries deteriorated significantly since
the Global Financial Crisis
of 2008, the finger was often
pointed, particularly by populist political parties, to immigrants exacerbating problems
of growing unemployment
and increasing social security
costs. This situation clearly
necessitated a solid scientific
evidence base regarding the
socio-economic consequences
of migration. This prompted
the MIDI-REDIE principal
investigators Peter Nijkamp
and Jacques Poot to organise an international workshop
at VU University in March
2010 at which top scholars
from around the world were
invited to address particular
facets of the ways in immigration impacts on host societies.
Following the workshop, a selection of the presented papers
c
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Mediha Sahin. Their book
Migration Impact Assessment: New Horizons has been
published by Edward Elgar in
October 2012.
The opening chapter of the
book identifies 41 different areas that have been of concern
in the migration debate and
then proceeds to briefly review the empirical evidence
in each of these areas. It turns
out that growing diversity
through migration has many
positive impacts, not only on
the labour market, but also
on many other domains of
society. Clearly, there may
be significant negative effects
(such as crowding-out effects,
ghetto effects or the diminishing of social cohesion), but
the overall balance tends to be
positive, especially in those
areas which attract highlyskilled migrants. Especially
the long-run effects (e.g., in

entation) may be significant.
The book is for sale from the
Edward Elgar website http:
//www.e-elgar.co.uk/

tiated impacts of cultural
diversity, and (iii) the dynamical processes linked to
socio-economic impacts of
diversity.

International
workThe workshop is actually
shop: “E pluribus prosthe
second phase in a fourperitas: The economics
phased
process to obtain and
of cultural diversity”
Monday April 15 & Tuesday
April 16, 2013, the VU University will host a workshop
on the economics of cultural
diversity sponsored by the
Royal Netherlands Academy
of Arts and Sciences.
The proposed workshop
aims to bring together some
20 to 30 leading experts on
economic causes and consequences of cultural diversity in order to discuss
three fundamental themes
that are currently on the
frontier of research in this
area. These themes are: (i)

disseminate new scientific evidence on economic impacts
of cultural diversity. The first
phase is the preparation of the
workshop papers. The second
phase is the presentation of
the papers at the workshop.
The third phase is revision
of the papers in the light of
feedback at the workshop, and
the outcome of an anonymous
peer review process. The final
phase is the publication of the
resulting papers in a special
issue of a top level journal
or in book form by a major
international publisher.

ducted by researchers from five European countries: Estonia, Finland, Germany, Netherlands and United Kingdom.
These countries offer a variety for empirical contrast analysis—in terms of population and economy size, migration flows
and composition, and differences in migration policies and welfare systems.

A strong focus is on the study of EastWest migration patterns (brought about
by EU enlargement). However, a comprehensive pan-European analysis is also
conducted, together with a case study that
uses very detailed sub-national data for
Germany as well as case study of Estonian migration to Finland

A meta-analysis on the impact of
international migration on international trade p. 2

Diversity in the workforce p. 2

Intentions for return migration
for Estonian immigrants in Finland? p. 3

Research design
Interaction between migrant diversity and regional disparity
A MBITION — This project adopts an ambitious and innovative research design that
tackles the interaction between migrant diversity and regional disparity at four different levels: (1) theory building, informed by micro-simulation and meta-analytic
assessment; (2) meso-level (pan-European, bilateral and sub-national) analysis
of migrant diversity and regional disparity; (3) comparative dynamic micro-level
analysis of migrant diversity and individual wellbeing; and (4) policy-level analysis of the role of immigration policy, institutions and the welfare state on international migration impacts.

European immigrants in the UK
before and after the 2004 enlargement p. 3
The impact of Estonian immigrants on the Finnish welfare
state p. 4
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Return migration

A meta-analysis on the impact of international migration on international trade

What are the intentions for return migration for Estonian immigrants in Finland?

Migration elasticity of exports

Migration and trade
the so-called log-linear gravity model of
export and import flows augmented with
the logarithm of the sock of immigrants
from specific source country. In total we
have 48 studies that yielded 300-point estimates.
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Migration elasticity of imports

Migration elasticity of imports and exports
Key-findings the Netherlands — We con-

ducted a meta-analysis on the impact of
international migration on international
trade. The studies we have chosen for
our meta-analysis have adopted broadly

Immigration complements rather
than substitutes for trade flows
The results show that immigration complements rather than substitutes for trade
flows between host and origin countries.
Correcting for heterogeneity and publication bias, an increase in the number
of immigrants by 10 percent may be expected to increase the volume of trade on
average by about 1.5 percent. However,

the impact is lower for trade in homogeneous goods. Over time, the growing
stock of immigrants decreases the elasticities. The estimates are also 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 fully explained by study characteristics; trade restrictions and immigration
policies matter for the impact of immigration on trade. The migrant elasticity
of imports is larger than that of exports in
about half the countries considered, but
the publication bias and heterogeneitycorrected elasticity is slightly larger for
exports than for imports.

Diversity in the workforce
mating qualification-task specific elasticities of substitution with German register data, migrants and natives turn out to
be perfect substitutes in some task groups
but imperfectly substitutable when carrying out others. In which activities they
are perfect substitutable depends on the
qualification level: medium qualified are
imperfect substitutes in interactive tasks,
high qualified in routinized (both manual
and analytical) tasks.

Migrants and natives turn out to be perfect substitutes in some task groups but
imperfectly substitutable when carrying out others
Previous research on German firms
suggests that cultural diversity of employees leads to productivity gains. Two
recent studies shed new light on this issue. The first one by Michaela Trax,
Stephan Brunow and Jens Suedekum
(2012) considers productivity gains not
just because of the cultural diversity of
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The results of our econometric analysis indicate that the educational level
is not related to the tendency to return. The most important education variable that shapes return migration is overeducation—migrants who work below
their training express higher intentions to
return back home. We also find some
evidence that education obtained in the
host country improves the socialization
prospects later on.

ing to the interviews it appears that
one of the main reasons behind migrants’ intentions to stay in Finland is
the wage gap between Estonia and Finland. Several interviewees have accentuated that even being employed on lowqualification jobs in Finland provides
them higher life standards than employment on high-qualification jobs in Estonia. Besides higher salaries Estonians accentuate Finns (positive, respectful) attitudes towards employees irrespective to
their qualification and the clear line beEducation is not related to the
tween working and leisure time. Estotendency to return.
nians return intentions on the other hand
The results of our quantitative analy- are primarily depending on whether their
sis also created the necessary frame- families follow them to Finland or not. In
work for conducting interviews among case they do, the probability to return to
Estonian migrants in Finland. Accord- Estonia seems to decrease substantially.

Immigrant self-selection

Do positive effects outweigh negative effects?
plain persistent wage differentials between different groups of labour. However, why should workers with similar
characteristics be imperfect substitutes?
We show that variation regarding tasks
carried out in a job are sufficient to
cause imperfect substitutability even if
migrants and natives are equal with regard to qualification, experience, occupation, and firm characteristics; the sole
Key-findings Germany — Imperfect mechanism is that firms differ in the abilsubstitutability is well-established to ex- ity to integrate migrants. When esti-

Key-findings Estonia — We focus on
labour mobility between Estonia and Finland; culturally and linguistically close
neighbor countries. Emigrants from Estonia to Finland are ethnically and linguistically diverse, including ethnic Estonians, Russians and Ingrian Finns. The
total number of Estonian emigrants in
Finland is around 30,000 and form the
second largest immigrant group in Finland. Taking into account that Estonia as
a small country will suffer from an exodus of a qualified labour force, we study
the possible return migration from Finland using both quantitative (econometric
analyses based on a survey of return intentions) and qualitative (semi-structured
interviews with Estonians working or
worked in Finland) analyses.

the workforce employed but also because ductivity is higher where the potential deof the diversity on the regional level.
mand is higher. Controlling for a variety of productivity related firm-specific
variables (e.g. foreign ownership, exCultural diversity leads to
ports), the cultural diversity of high-skill
productivity gains
employed has an extra effect on productiThe second study of Stephan Brunow and vity in addition to the proportion of highPeter Nijkamp (2012) supports that pro- skilled employed in a firm.

European immigrants in the UK before and after the 2004 enlargement
— The
2004 enlargement of the European Union
(EU) to eight Eastern European countries
(EU8) has generated fears of large flows
of low-skill immigrants from Eastern to
Western Europe. For this reason most
Western European countries (EU15) imposed temporary restrictions to the free
movement of people from Eastern Europe. Only Ireland, Sweden, and the UK
did not impose any restriction to immigration.
Did the elimination of barriers to immigration have an impact on the quality of immigrants arriving into the UK?
If changes in immigration policy change
the quality of immigrants—for the better
or for the worse—such new immigrants
will pose different political and economic
challenges than ‘older’ ones.
We analysed differences in the personal characteristics and labour market
outcomes of EU8 immigrants arrived before and after the EU enlargement, compared to immigrants from other EU15
countries, and to those remaining in the

Key-findings United Kingdom
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country or origin. We found that immigrants from EU8 countries are significantly different than immigrants from
EU15 countries, and that those who arrived after the 2004 enlargement differ
significantly from those arrived before.

tribution across industries is also different from that of British people and other
types of immigrants; they are less likely
to work part-time but earn comparatively
lower wages. We also found substantial
differences between people who migrate
to the UK and those who remain in the
country of origin.
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Elimination of barriers change
immigrants’ characteristics
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Our results suggest that the elimination
of barriers to immigration from EU8
countries has changed not only the number, but also the characteristics of immigrants, who now locate in different regions and in different segments of the
UK labour market. We may speculate
that these new types of immigrants are
more likely to be temporary, to accept relatively unfavourable working conditions
in the UK and to remain for a limited period. If this is the case, this new type of
immigration may pose new challenges to
socio-economic integration.
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In contrast to EU15 and earlier EU8
immigrants, new EU8 immigrants are
less likely to live in London and are more
evenly spread across regions in the UK.
They are comparatively more likely to
be in paid employment and less likely to
be self-employed or inactive. Their dis-

