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FOREWORD

Germany and the United States are both lands of net immigration,
though at times, relunctantly. Policies governing the admisson and status
of foreigners have gained in politica importance in recent years in both
the United States and Germany, as heated debates have raged regarding
the impact of immigration on jobs and employment, socid services and
government budgets, and socia stability and national identity.

The sdlience of immigration issues is only likely to increase in coming
years. With the continuing effort to combat globd terrorism, the security
risks of population flows across open borders will be weighed aong
with other considerations and could have a decisive influence on
immigration policies. In Europe, the continuing integration of national
economies and expansion of the European Union will provide additional
impetus for change in immigration policies.

In the complex and fractious debate about the future of immigration
policy in the United States and Germany, the economic impact and
dimensions of immigration will continue to figure prominently. A
prolonged economic slump could heighten popular fears about the
perceived negative impact of immigration on jobs and employment. Even
in times of economic plenty, political leaders and publics will continue
to debate the impact of foreign workers on particular industries or regions,
the dynamics of labor markets, or patterns of migration. As the authors
of this study demondrate, the “common wisdom” regarding the economic
effects of immigration is often faulty; there is little evidence to support
the perception that immigration has had a sizeable adverse effect on
earnings and employment in either the United States or Germany. The
key issue for the future, however, is whether the continuing debate about
immigration in both countries will be shaped primarily by perceptions
and fears or by facts and analyses.

This publication presents an andysis of the economic dimensions of
immigration and immigration policy in the United States and Germany. The
sudy is part of an ongoing effort by the Inditute to explore the common
chalenges faced by the United States, Germany, and Europe asthey struggle
to ded with a changing world and evolving globa economy. The publication,
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the firgt in the AICGS Policy Report series, grows out of a year-long study
examining “The Economic Dimengons of Immigration Policy: Germany and
the United States in Comparative Perspective.” The study was headed by
Philip Martin, Professor of Economics in the Department of Agriculturd and
Resource Economics, University of Cdifornia, Davisand drew together noted
German and U.S. experts on the economic implications of immigration. The
project was a collaborative effort of AICGS, in partnership with the Rhine-
Westphdialnditute for Economic Research (RWI) and the Hamburg Indtitute
of International Economics (HWWA). AICGS is grateful to the German
Marshdl Fund for their support of this project. We hope that this publication
will help contribute to an informed debate about the future direction of U.S.
and German immigration policies.

Cathleen Fisher
Associate Director
AICGS

July 2002
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MANAGING MIGRATION FOR ECONOMIC GROWTH:
GERMANY AND THE UNITED STATES
IN COMPARATIVE PERSPECTIVE

Philip Martin, Hans Dietrich von Loeffelholz, and Thomas Straubhaar
EXECUTIVE SUMMARY

Germany and the United States generate almost 40 percent of the
world's GDP, and include amost 60 percent of the 67 million migrants
in the industrial democracies.! Germany and the United States are
adjusting their immigration policies to increase economic growth, and
are grappling with the relationship between trade and migration policies
as they integrate economically with poorer neighboring countries.

This report summarizes the June 2002 German-American discussons
on the effectiveness of migration policies that admit foreigners for
economic and employment reasons, and evaluates the impacts of
economic integration on migration between Germany and its neighbors
and between the United States and its neighbors. It is based on seminars
held in Germany and the United States in June 2002 that examined
migration patterns and their economic impacts as well as the interactions
of economic integration and migration.

The transatlantic discussion reached consensus on three points.

Immigrants are generaly admitted for economic reasons to fill labor
market gaps, that is, when labor demand exceeds supply. There are
aternatives to admitting immigrants to reduce demand-supply gaps
in the labor market. For example, labor demand can be reduced with
labor-saving mechanization or trade, and labor supply can be increased
with subsidized education and training, or by raising labor force
participation rates. Policies should aim to reduce the demand for low-
skilled workers, such as those in agriculture and congtruction, and to
increase the supply of high-skilled workers, such as computer
programmers. The economically efficient way to deal with the
demand-supply gaps is to charge employers seeking foreign workers




Managing Migration for Economic Growth

a fee for each visa issued, and to use the funds collected to subsdize
efforts to reduce labor demand and to increase supply.

Trade is generdly increadng a a fader rate than migration; economic
integration often results in faster economic growth in poorer
emigration countries, making trade and migration long-run
substitutes? However, economic integration between nations with
income differences of more than 4 or 5 to 1 tends to increase migration,
a least for a transition period that can persist for severa decades,
that is, trade and migration can be short-run complements. Jointly
managing migration during this “migration hump,” when 3 to 10
percent of the residents of the poorer country may emigrate, is vita
to preserve public acceptance of the trade agreements that eventually
make trade a substitute for migration.

Many European societies were shaped by emigration, while the United
States and other traditional or classical immigration countries were
shaped by immigration. These different historical experiences are
often adduced to explain why there has been relatively little
transatlantic learning on migration as compared to exchanges on trade
or labor markets. The different migration histories of Europe and
North America may be less important in improving the management
of twenty-first century migration, since its economic causes and
consequences are Smilar on both sdes of the Atlantic.

The participants agreed that the seminars provided a unique
opportunity to learn more about the actual operation and impacts of the
German green card and seasond worker programs and the U.S. H-1B,
H-2A and H-2B programs. Germans and Americans came away with
better understandings of how freedom of movement operates in the EU,
and of the migration provisons and effects of NAFTA. They adso came
to appreciate Adam Smith’s 200-year old observation, that “Man is of
al sorts of luggage the mogt difficult to move over borders.”
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INTRODUCTION

Germany and the United States dominate their regional economies
and both are leaders in developing economic and trade policies that affect
and influence their neighbors. During the 1990s, Germany and the United
States developed or revised their migration policies with the goal of
increasing the contributions of immigration to economic growth:

Germany introduced a green card program in 2000 for up to 20,000
computer professionas earning a least $45,000 a year, and in March
2002 the German Parliament approved legidation that would allow
up to 50,000 foreigners a year to be admitted for economic-
employment reasons.

The United States, in 1990, more than doubled to 140,000 a year the
number of visas avallable for immigrants (and their families) desired
by U.S. employers, and increased the annud limit of six-year H-1B
visas available to professionals several times in the 1990s to the
current 195,000 a year.

These efforts to adjust front and side doors to immigrants who are
expected to accelerate economic growth were controversial. In 2000, a
state-level political campaign in North Rhine Westphaia was based on
oppostion to the entry of foreign computer professonals with green cards,
using the dogan Kinder statt Inder (Children ingtead of Indians). This
campaign failed to bring its proponents to power, and the German green
card program went into effect. However, only about 15,000 green cards
were issued in its first twenty months, including 2,500 to Indians. The
effort to creste Germany’s first-ever regulated immigration system was
even more controversd and, despite a dispute over the law’s gpprovad in
the upper house of the Parliament in March 2002, it was sgned into law
on June 20, 2002.

The economic impacts of immigration have long been the subject of
debate in the United States, and the assumption that the presence of
unauthorized foreigners had adverse effects on unskilled U.S. workers
was a mgor motivation for the enactment of employer sanctions in 1986.
Some 2.7 million unauthorized foreigners were legdized in the late 1980s,
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and sanctions proved unable to stop continued unauthorized migration
when the unemployment rate fell below what some economidts cdled its
“natural rate€’ of sSx percent in the late 1980s. Instead of taking further
steps to curb unauthorized migration, the argument was made that more
immigrants, especially professionals, should be admitted to fill vacant
jobs, and that their presence would speed up economic growth.®> As a
result, there was a doubling of admissions in 1990 (workers and their
families) to a maximum 140,000 a year. In addition, it was made much
easer for U.S. employers to bring foreigners with a BA or more into the
United States to fill jobs that require a BA or more for up to Sx years
under the H-1B program.

Immigration was a relatively low profile issue in 1990, when these
changes in legd immigration for economic and employment reasons were
made. However, legd and illega immigration surged in the early 1990s,
when the United States was in recession and California experienced its
most severe recession in modern history. Mexico, the major source of
legal and illegal immigrants, was put on the map by Ross Perot’s
participation in the 1992 presidential campaign and his opposition to
NAFTA. States and cities sued the federal government to recoup some
of their expenditures for providing services to unauthorized foreigners,
and studies of the public finance impacts of immigration led to the
conclusion that the federal government may gain from the presence of
immigrants, but states and cities spend more on their education and other
sarvices than the immigrants pay in Sate and loca taxes. Cdifornia voters
approved Propogition 187 in 1994 to reduce state and local expenditures
on unauthorized foreigners, and many of the features of Proposition 187
were included in federal laws in 1996, reducing immigrant access to
socid welfare. Some lega immigrants had their access to welfare benefits
restored since 1996, but the United States stands in sharp contrast to
Germany in having a smaler socid safety net, and far more restrictions
on immigrant access to welfare benefits.

Global Changes

During the 1990s, the so-caled Washington consensus spread around
the globe. It held that competitive markets are the best way to organize
an economy, and opening the economy to trade helps to get prices right
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and spurs economic growth. The World Trade Organization expanded in
membership and capacity to free up trade in goods and services, and as a
result, the volume of trade surged in Europe, North America, and around
the world.

The consensus that competitive markets and free trade maximize
economic growth stands in sharp contrast to the persistence of very
different immigration policies. Industria country immigration policies
fal into three groups:

traditional countries of immigration, such as the United States;
largely reluctant countries of immigration in Europe; and
newcomers to immigration such as Japan that remain largely closed
to economic immigrants.

Economic theory suggests that trade and migration are substitutes, at
least in the long-term as economic conditions in potential emigration
and immigration areas converge. In part to curb migration, Germany led
the effort to have Poland and other Eastern European countries admitted
to the European Union, while the United States embraced freer trade and
investment with Mexico under NAFTA.

The thinking about how economic integration and migration interact
was quite different across the Atlantic:

EU member nations, especially Germany and Austria, feared “too
much” migration from the new Eastern European member dates, and
they ingsted on what became a 2-3-2 plan for freedom of movement
under which EU nations can block freedom of movement for nationds
of new EU entrants for up to seven years*

Most Mexico-U.S. migration, which averages 150,000 to 250,000
legal immigrants and 250,000 to 350,000 unauthorized settlers a year,
was not dealt with explicitly in NAFTA. In 2000, newly elected
Mexican President Vincente Fox proposed EU-style freedom of
movement in North America to a cool reception in both Canada and
the United States. After September 11, discussions on legdizing some
of the 4 to 5 million unauthorized Mexicans in the United States as
immigrants or guest workers came to a stop.
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The discussions in Essen, Hamburg, and Washington highlighted
the contrast between the consensus among researchers that the
immigration of professonds is largely an economic benefit for Germany
and the United States, versus the skepticism of many politicians that
there should not be immigration as long as there are unemployed, and
that the unemployed should be retrained to fill vacant jobs® Smilarly,
most researchers agree that the additional migration that accompanies
economic integration, the migration hump, is a reasonable short-term
“price to pay” for the longer-term economic benefits of freer trade and
investment in nearby emigration countries. This research consensus is
based on comparative statics, or comparisons of before and after economic
equilibria, not the dynamics of change to which dected officids are most
sengtive. The different time horizons of researchers and politicians led
to the suggedtion that, just as trade adjustment assstance has become an
integral part of free trade agreements, so migration adjustment assistance
may need to accompany freer migration policies whose overdl economic
benefits are podtive, but which, nonetheless, impose costs on particular
individuals.

Migration Developments: Germany and the United States

Germany has 7.3 million foreign residents, including 1.8 million who
were born in Germany. Foreigners congtitute about 9 percent of the 82
million resdents. An additiona 3.5 million resdents are ethnic Germans,
newcomers from eastern Europe and the former USSR who have German
passports, but often do not speak German. Some 450,000 newcomers a
year continue to arrive in Germany, including the family members of
settled foreign and German residents (76,000 in 2000), asylum seekers
(79,000), foreign students and workers (125,000), unauthorized foreigners
(75,000?), and ethnic Germans (96,000). Even though not al of these
newcomers remain in Germany as immigrants, all those except ethnic
Germans in Germany more than ninety days are counted as part of the
foreign population Beauftragte, 2001).

Germany faces four mgor immigration issues that have roots in past
policy decisions: the integration of guest workers, dealing with asylum
applicants, EU enlargement and migration, and managing migration for
twenty-first century economic growth. The first issue, the integration of

[6] AICGS POLICY REPORT 2002



Martin, von Loeffelholz, and Straubhaar

guest workers and their children and grandchildren, especialy Turks,
reflects Max Frisch’s gphorism, “We recruited workers, but got people.”
[Man hat Arbeitskraefte gerufen, aber es kommen Menschen, (Frisch,
1965, 7)]. The second issue is asylum. Germany’s history gave impetus
to generous asylum policies, and guest worker policies gave Germany
settled communities of Turks and Yugodavs. When there was trouble in
ex-recruitment countries, as with the Kurds in Turkey or civil war in the
former Yugodavia, migrants from these areas sought shelter in Germany.
There was a wave of asylum applicants from the Balkans in the 1990s
that has slowed, but Germany continues to receive 6,000 to 7,000
gpplications for asylum a month from Turks.

The third issue is ethnic Germans and EU enlargement, or how to
manage migration from poorer areas of eastern Europe and the former
USSR as the EU enlarges eastwards and to the south. EU enlargement
and migration are linked: should the priority be to take work to the
workers, as Germany is doing at great expense to the former East
Germany, should workers be encouraged to migrate to the work, or should
both policies operate simultaneously? Closely related is the fourth
migration issue: how should Germany develop a sustainable immigration
policy for a twenty-first century economy and society that is attempting
to become more flexible as the population ages? Should this policy restrict
admissions to skilled and professona workers, or also alow unskilled
worker migration? Until such a policy is developed, Germany, without
a formd policy that explains why the ariva of foreigners is in Germany’s
interest and without established priorities for entry and integration, will
remain the mgor destination for immigrants.

The United States is a nation of immigrants. Under the motto e
pluribus unum (from many one), U.S. presidents frequently remind
Americans that they share the experience of themsdves or their forebears
leaving another country to begin anew in the United States® Immigration
is viewed as serving the U.S. nationd interest, as it permits immigrants
to better themselves as they enrich the United States.

Since immigrant arrivas to the United States were first recorded in
1820, the United States has accepted 66 million legal immigrants,
including 11 percent from Germany and 10 percent from Mexico.
However, two centuries of immigration and integration have not yielded
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consensus on the three major immigration questions. how many? from
where? and in what status newcomers should arrive? The U.S.
immigration system recognizes 800,000 to 900,000 foreigners a year as
lega immigrants, admits 35 million nonimmigrant tourist and business
visitors a year, and has another 300,000 to 400,000 unauthorized
foreigners settle. The 1990s witnessed contentious debates over the
relationship of immigrants and their children to the U.S. educational,
welfare, and political systems. More broadly, the 1990s immigration
debate reflected disagreement over the question of whether the current
immigration system served U.S. nationa interests.

Immigration to the United States is likely to continue at the current
levels of 900,000 legal and 300,000 unauthorized a year. As a result,
Americans will, in the words of former Census director Kenneth Prewitt,
“redefine oursalves as the firg country in world history which is literaly
made up of every part of the world” (quoted in Alvarez, 2001).

MIGRATION AND ECONOMIC GROWTH

Economic and Public Finance Impacts

Immigration adds to the population, labor force, and economic growth
of a country; that is, countries that are open to immigrants tend to have
more people, more workers, and larger economies. The most recent
comprehengve study of immigration and the economy was done in 1997,
and focused on the United States. The New Americans, a report issued
by the National Research Council in May 1997, concluded that
immigrants added a net $1 to $10 hillion per year to U.S. GDP in the
mid-1990s.” U.S. GDP was $8 trillion in 1996, and GDP increases by
$200 billion a year when the economic growth rate is 2.5 percent. An
additional $10 billion due to immigration raises the economic growth
rate from 2.5 and 2.6 percent, or reflects two weeks of “norma” U.S.
economic growth.

The $1 billion to $10 billion additional-GDP-due-to-immigration
esimate is based on a Smple modd of the economy in which it is assumed
that the economic gains to persons who were residents before immigration
is one-hdf of the share of U.S. GDP accruing to labor (60 to 70 percent)
times the percent of the U.S. labor force that is foreign born (10 percent)
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times the decline in U.S. residents wages due to immigration, about 3
percent, or: 0.5 x 0.7 x 0.1 x -0.03 = 0.001, or one-tenth of one percent of
the $8 trillion GDP, or $8 hillion.

When the NRC report was released, most commentators emphasized
that the most important NRC finding is that immigration has a postive
economic effect. However, they agreed that immigration does not make
the United States rich, and that the important economic issues surrounding
immigration are distributional: who gains and who loses as a result of
immigration, and how much? The NRC estimate was based on the
assumption that the U.S. economy had congtant returns to scae (CRTS),
which means that doubling the number of workers and the amount of
capital in turn doubles output, and this assumption also means that
immigration cannot raise the growth rate of wages for U.S.-born persons,
Immigrants benefit the United States because the value of what they
produce is more than the wages they are paid, that is, owners of capital
and workers who are made more productive by the presence of immigrants
gan because of the presence of immigrants.

U.S. workers who compete with immigrants may have lower wages
and higher unemployment, but it has been very difficult to find empirica
evidence that the presence of immigrant workers reduces the wages or
increases the unemployment rates of U.S. workers employed in similar
sectors, such as African Americans or Hispanics. Economic theory
suggests that increasing the supply of labor should reduce wages, or wage
growth. The NRC report concluded that “immigration produces net
economic gains for domestic residents’ largely because it found that
immigration lowered U.S. wages and prices and increased the efficiency
of the U.S. economy (1997, pS-3-4). In 1986, the President’s Council on
Economic Advisors (CEA) reached a similar conclusion: “Although
immigrant workers increase output, their addition to the supply of labor
... [causes] wage rates in the immediately affected market [to be] bid
down ... Thus, native-born workers who compete with immigrants for
jobs may experience reduced earnings or reduced employment” (1986,
p. 221).

However, econometric studies that examine the interactions of
immigrants and groups of workers with whom immigrants might compete
in one city, or that make comparisons between immigrants and other
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workers across city labor markets, find few effects of immigrants on
native worker wages or employment. The gtarting point for such studies
IS the assumption that, the more immigrants in a city’s labor market, the
lower wages for similar U.S. workers should be, (or the higher their
unemployment rate). But in the 1980s few depression and displacement
effects of immigrants could be found when the wages and unemployment
rates of African Americans in cities with large numbers of immigrants,
like Los Angeles, were compared with their wages and unemployment
rates in cities with smaler numbers of immigrants, such as Atlanta. George
Borjas in 1990 summarized the literature as follows: “modern
econometrics cannot detect a single shred of evidence that immigrants
have a sizable adverse impact on the earnings and employment
opportunities of natives in the United States™ (Borjas, 1990, p81). One
of the most-cited studies concluded that the 1980 influx of Cubans to
Miami had no measurable negative effect on the wages and employment
of loca workers. During the four months of the Marid boatlift, Miami’s
labor force increased by 7 percent, but there were no sgnificant differences
in wages and job opportunities for native-born workers in Miami and in
other U.S. cities, which led to the conclusion that immigrants generated
enough new economic activity to offset any negative effects their presence
might have on local workers (Card, 1990).

As more data became available in the 1990s, researchers began to
detect the impact of immigrants. Case studies found that immigrant worker
networks dominated access to some jobs, resulting in local workers not
learning about job vacancies, as occurred when labor contractors and
other middiemen spread from farm to non-farm labor markets (Mines
and Martin, 1984). But the mgor factor explaining why the econometric
studies of the 1980s failed to find the wage and unemployment effects
predicted by economic theory is that U.S. labor markets are flexible and
workers are mobile: U.S. workers who had to compete with immigrants
moved away from cities with large numbers of immigrants so that any
wage depression or labor displacement impacts were quickly dispersed
around the United States. In the 1990s, the literature reached the
conclusion that immigrants can have the depression and displacement
effects predicted by economic theory, but these effects may not be
observed in econometric studies.
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The other mgor economic issue debated in the 1990s was the public
finance impact of immigrants—do immigrants and their children pay
more in taxes than they consume in tax-supported services? The NRC
concluded that they do: the average immigrant and his or her descendants
in the United States in 1996 was expected to pay $80,000 more in taxes
than he would consume in tax-supported services, in 1996 dollars, based
on a series of “heroic assumptions’ about the future integration of the
children of immigrants, the key assumption is that the children and
grandchildren of immigrants will be average Americans in terms of
education and income. Furthermore, the modd assumed that the federa
government will stabilize the ratio of debt to gross domestic product,
using a tax increase or a reduction in sociad spending, which increases
the benefits of immigration because “the pain of higher taxes [or fewer
services| is spread over a larger population.”

The NRC and most other public finance studies concluded that the
magor public finance impact of immigration was digtributiond: the federd
government gains by immigration, since the taxes paid by most
immigrants exceed the cost of the federally provided services they
consume. However, the reverse occurs at the state and local government
level. This is important, since 75 percent of U.S. immigrants are
concentrated in Six dtates: Cdifornia, New York, Texas, Florida, 1llinais,
and New Jersey. An examination of the state and locd tax impacts of
immigrants in the first and sixth states highlights the diversity of
immigrants and their public finance impacts. In California, over haf of
the immigrant households are headed by persons born in Mexico and
Latin America, and these often younger and less educated immigrants
consumed significantly more in tax-supported public services than they
paid in state and local taxes, especidly education, which is supported by
about $6,000 per child per year in taxes.

In 1996, households headed by Latin American immigrants in
Cdifornia consumed $5,000 more in state and locd services than they
paid in gate and local taxes. In New Jersey, by contrast, dmost half of
the immigrant heads of households, who tended to be much older than
immigrant household heads in Cdlifornia, were born in Europe or Canada,
and the average immigrant household in New Jersey received $1,500
more in date and localy-funded services than the household paid in date
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and locd taxesin 1996. State and locd “immigrant deficits’ in Cdifornia,
New Jersey, and other states were offset by an additional $1,200 in State
and local taxes paid by the more numerous native-born households in
Cadlifornia, and $230 in New Jersey. These studies suggested that, if
immigration is in the national interest but it has very different federal
versus date and local fisca impacts, it makes sense to think about some
form of migration adjustment assistance to head off anti-immigrant
movements such as Proposition 187. However, except for federal
reimbursement of some of the costs associated with unauthorized
foreigners in state and local prisons, there has been very little federa
migration adjustment assistance.

German studies found that the influx of foreigners and other
newcomers between 1998 and 1991 increased real GDP by 5 percent,
increased employment by 80,000, and generated a new fiscal benefit
equivalent to €6 billion in 1991° German studies suggest that the 7.3
million foreigners, 9 percent of residents, generate about 5 percent of
German GDP, and contribute a net €15 hillion to public finances, primarily
because many of the foreigners arrive with their education completed.©
Many Germans note that the benefits of foreigners would increase if
their unemployment rate were reduced—the cost of the “non-integration”
of foreigners is estimated to be 1-2 percent of GDP.

Germany: Green Cards and Seasonals

The German green card program dlows German employers to have
foreigners who receive at least €50,000 ($46,000) a year be admitted
without a labor market test and with their families for up to five years.
The green card program, in turn, arose from the failed effort of the SPD-
Green government elected in September 1998 to quickly change German
naturdization policy from one of the mogt redtrictive in Europe to one of
the most liberd. Under the new government’s origind plan, foreigners
who became naturalized Germans could routinely retain their origina
nationdity. The oppostion CDU-CSU parties based a winning campaign
in February 1999 in the Hesse state elections on opposition to routine
dua nationality (they argued it would give dua or double benefits for
foreigners), and forced the SPD-Greens to compromise. Since 2000,
children born to lega foreign residents of Germany are considered dua
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nationals until age twenty-three, when they normally lose German
citizenship unless they give up their old citizenship.

The SPD-Greens needed a way to get Germans to see immigration
positively, and found it when, in February 2000, the industrid association
BITKOM asked the government to alow employers to admit up to 30,000
foreign professionas from outside the EU to help fill what BITKOM
sad were 75,000 vacant jobs for computer programmers and engineers.
The United States and other industrial countries were making it easier
for foreign professionals to enter, especially to fill high-tech jobs, and
Chancellor Gerhard Schroder responded positively to BITKOM,
proposing what he called a “green card’ program.*? In May 2000, the
CDU made opposition to the green card program the centerpiece of its
campaign to didodge the SPD-led codition government in North Rhine-
Westphalia, using the sogan Kinder statt Inder (children instead of
Indians) arguing that Germans should have more children and train them
for high-tech jobs instead of importing high-tech workers from India.
This CDU campaign failed, the Bundesrat approved the green card
proposal May 31, 2000, and the first foreigner issued a green card on
July 31, 2000 was a twenty-five year-old Indonesian, Harianto Wijaya,
who went to work for a German software firm.

German employers did not request as many green card workers as
expected: of the 20,000 permits available, about 12,000 were issued by
April 2002, or fewer than 600 a month, mogtly to foreigners from India
(22 percent) and eastern Europe (14 percent). The admissions process is
relatively easy for employers—requests are to be handled within one
week, but most German employers did not request green card workers—
70 percent of the green cards were issued to foreign workers in Bavaria,
Hesse, and Baden-Wirttemberg, states that generate about one-third of
German GDP. Most Green card holders are employed in firms with
fewer than 500 workers, and 90 percent are men.

The green card program is widely credited with making Germans
more receptive to immigrants, with helping Germans to appreciate that
immigrants can benefit themselves and benefit Germans. However, it
did not lead to agreement between the SPD-Green government could not
agree with the opposition CDU-CSU parties on a new immigration law.
Immigration and unemployment are expected to be the central issues in
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the 2002 eections. SPD Chancedllor Gerhard Schroder asserted that: “We
will establish a modern immigration law because we need one,” while
CSU leader Edmund Stoiber, his conservative challenger, opposed
immigration because of high unemployment: “with 4 million unemployed,
we can't have more foreign workers coming to Germany ... Who is going
to pay for integrating these workers? 1’ve not heard the chancellor saying
he'll give the hillions it will cost to pay for this”

Germany is well known for its 1960s guest worker programs,
programs akin to using rifle blasts to import workers and then to fill jobs
throughout the labor market. As is well known, most guest workers
rotated in and out of Germany as planned, but many settled, prompting
the aphorism that there is nothing more permanent than temporary
workers. In the early 1990s, with Germany unwilling to establish a new
Iron Curtain to prevent the entry of Poles and Czechs seeking jobs, new
guest worker programs analogous to using rifles to fill vacancies in
particular sectors were established. For example, Germany introduced a
project-tied workers program that alowed German construction firms
to sub-contract with foreign firms to eg. erect the structure of an office
building, with the foreign firm supplying both the expertise and the
workers. These employer-to-employer subcontracting agreement are
checked by the German Employment Service before the foreign workers
arive, and the foreign workers admitted can say in Germany for up to
two years. However, while they are in Germany, project-tied foreign
workers are considered to be Polish or Czech workers, that is, they are
not enrolled in the German sociad security system, and acquire no rights
to longer-term residence in Germany. The number of project workers
peaked at 95,000 in 1992, and averaged 44,000 in 2000.

Germany stopped the recruitment of foreign workers in 1973, but
this recruitment stop applied only to unskilled foreign workers coming
to Germany for more than ninety days. Germany launched a seasona
foreign worker program in the early 1990s that admitted non-EU foreign
workers for up to ninety days. There were 129,000 admissions in 1991,
226,000 in 1997, and 264,000 in 2000 (in some cases, the same worker
returned to Germany twice in one year, so there were, e.g. 238,000
individuals involved in the seasonal worker program in 2000). Most
seasonal foreign workers are requested by name by German farmers,
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restaurants, or congtruction contractors, and their pay, housing, and travel
arrangements are pdled out in bilingua contracts that must be gpproved
by the German Employment Service, which also ensures that local
workers are not available.

There were three other guest worker programs launched in the 1990s
to manage inevitable migration and to fill job vacancies in particular
sectors.  One program allowed workers from the Czech Republic and
Poland to commute to German jobs within 50 km of Germany’s eastern
borders, and to stay overnight in Germany up to two days a week. A
work-and-learn program alowed 5,900 East Europeans aged 18 to 40 to
live and work in Germany for up to 18 months; in 2000, 1,500 or 25
percent of these “new guest workers’ were from Poland.*®* Findly,
Germany launched a program to admit 1,000 nurses from the former
Yugoslavia.

The United States: H-1Bs

Under U.S. immigration law, foreign or guest workers are non-
immigrants, meaning that they are expected to depart after their jobs in
the United States end. The United States has nineteen different visas that
dlow foreigners to work in the U.S,, and they range from A for diplometic
staff to TN for NAFTA professionals. Some 450,000 foreign workers
are admitted under the fourteen mgor nonimmigrant visa categories that
permit the employment of foreign workers by U.S. employers for U.S.
wages, i.e., that lead to the foreign workers being considered U.S. workers
in the U.S. labor market.

Since 1965, U.S. employers have usually been required to obtain a
certification from the U.S. Department of Labor (DOL) that U.S. workers
are unavailable for each vacancy that they want to fill temporarily with a
foreigner. The Immigration Act of 1990 (IMMACT) more than doubled
the number of visas available for permanent immigrants entering the
United States for economic or employment reasons, from 54,000 to
140,000, and created the H-1B program, easing employer access to
professiond foreign workers but imposing a cap of 65,000 H-1B visas a
year.“

H-1B workers are foreigners who can remain in the United States for
up to six years but, unlike other temporary worker programs, H-1B visa
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holders may adjust their status from temporary worker to immigrant. In
this sense, the H-1B program is a “probationary immigrant” program,
since a foreign worker who proves vauable to a U.S. employer can be
sponsored by that employer for immigrant status. This happens
frequently: over 90 percent of the immigrants “admitted” or sponsored
by their U.S. employers to fill vacant jobs are dready in the United States,
and amply adjust their status from nonimmigrant, such as H-1B for F-1
student, or unauthorized to immigrant.

Non-immigrant programs for foreign workers can be compared dong
two maor dimensions. the requirements that employers must satisfy to
employ foreign workers, and the relationship between foreign workers
and U.S. employers after ariva. The three mgor types of guest worker
programs can be contrasted with illegal immigration, under which
employers satisfy no government requirement before admission, and the
workers are free agents in an unauthorized status after admisson. In the
table below, employer requirements are listed in the rows, and worker-
employer relationships are in the columns.

Table 1. U.S. Guest Worker Programs. Employer and Worker Rules

Employer & Worker Rules | Contractual Worker Free Agent Worker
Cetification (1) H-2A/B (3)
Attestation (2) H-1B (4) Filot student, AgJobs

No employer requirements | (5) NAFTA, J1 Vistors | (6) Unauthorized

Certification/contractual worker. Traditional guest worker
programs fall into cell (1), with employers obliged to obtain
certification of their need for foreign workers from DOL, and foreign
workers are tied to the employer who received certification to employ
them by a contract. If the U.S. employer fires a contractua foreign
worker, the guest worker must normaly leave the United States. The
contract between the employer and the foreign worker is binding,
e.g., workers can sue to enforce contract clauses.
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Attedtation/contractual worker. Attestation means that employers
file letters with DOL “attesting” that they tried and failed to find

U.S. workers while offering prevailing wages and working conditions,

and this employer attestation suffices to have the foreigner admitted
to the United States, i.e,, an employer’s attestation opens the border
gate. H-1B workers normaly have contracts with the employers who
attested they were needed spelling out wages.

Certification/free agent worker. The United States has no
certification/free agent worker programs. If an employer were
certified as needing a foreign worker to fill a vacant job, but the foreign
worker was not tied to the job vacancy with a contract, the certification
process would be subverted.

Attestation/free agent worker. Employers file letters with DOL

“ategting” that they tried and falled to find U.S. workers while offering
prevailing wages and working conditions, and then become €dligible
to hire free agent foreigners, i.e., the foreigner is free to quit and

retains his right to remain in the United States and seek employment

with another employer who has filed an attestation. The United States
currently has no attestation-free agent temporary worker programs,

but did between 1992 and 1996 under the pilot student employment

program, which ended on September 30, 1996.'5

No Employer Requirements/Worker Contracts. The NAFTA TN

visa permits Canadians and Mexicans with “at least a baccalaureate
degree or appropriate credentials demonstrating status as a
professional” to go a U.S. port of entry, show a passport, BA

credential, and an offer of “temporary” employment from a U.S.

employer, and then receilve a TN work visa good for one year'¢ a the
U.S. border entry point—the offer of “temporary” employment

becomes the contract between the employer and the worker. TN work

visas are renewable indefinitely, and there are no numerica limit on
how many professionals can cross the border between the United

States and Canada, but the number of TN visas for Mexicans is limited
to 5,500 per year until 2003. There were 27,000 TN admissions in

FY96, and 7,700 admissions of dependents of TN-visa holders.

No Employer Requirements/Free Agent Workers. The sixth type
of employer-worker arrangement is one in which employers do not
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have to satisfy any specia government requirements before hiring
foreign workers, and those foreign workers are free agents in the
U.S. labor market. Unauthorized workers and legal immigrants are
examples of these types of arrangements: they typically have no
individual contracts with employers who hire them, athough they
are covered by the same protective labor laws that apply to al workers
employed in U.S. labor markets, including being paid the minimum
wage and having unemployment insurance contributions made on
their bendf. Unauthorized workers may be prevented from receiving
remedies under some labor laws, including Ul benefits if laid off
(jobless workers collecting Ul benefits must be available for work)
and reinstatement and back pay if fired for e.g. protected union
activities.

In order to employ H-1B workers, U.S. employers file a Labor
Condition Attestation (Form ETA 9035) with DOL for the admission
and employment of H-1Bs, and they make assurances in their attestation:

1. they are offering the prevailing wage

2. the working conditions offered to the H-1B foreigner will not
adversaly affect U.S. employees working conditions

3. no drike or lockout exigts relative to the postion being filled by the
H-1B.

The LCAs do not have to include the name of the H-1B worker the
employer wishes to employ, and DOL generally cannot investigate
employers who request or employ H-1B workers unless DOL recelves a
complaint. Spouses and children of an H-1B visa holder are granted H-4
visas, which permit them to attend school in the United States but not to
accept employment.

The H-1B program illustrates a general trend in foreign worker
programs. establishing “rifle’ guest worker programs that am to fill job
vacancies in a particular industry or sector. As a result, the employers
seeking the foreign workers generdly gain more power, since interest in
the program tends to be restricted to a smaller group and there is often a
specidized vocabulary. In the United States, the high-tech industry proved
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to be able to win increases in the annua quota despite evauations of the
program highlighting problems. Four questions remain unresolved: does
the employer redlly need H-1B foreign workers, is the employer paying
prevailing wages and not adversely affecting similar US workers, are
tougher penalties for H-1B dependent employers (those with 15 percent
or more H-1B workers) likely to be effective, and will employer-paid
fees that fund scholarships help to close the demand-supply gap for high
tech workers?

The firgt quegtion is the most basic: are foreign H-1Bs “needed,” that
IS, should the employer be alowed to hire a foreign worker without a test
of the labor market for U.S. workers? Employers argue that they need to
move quickly, and should not be required to search for U.S. workers.
Critics assart that attestation alows U.S. employersto lay off U.S. workers
and replace them with cheaper or harder-working foreigners. Labor
Secretary Robert B. Reich in 1995 tegtified that the H-1B program “has
become a major means of circumventing the costs of paying skilled
American workers or the cogs of training them” (Migration News May
1996. DOL Reports on Temporary Workers).

The United States has tried to curb such abuses in two ways. Firgt,
employers had to pay $500 and later $1,000 fees for each H-1B worker
admitted, with the funds used to subsidize the training for U.S. workers
and thus eventually increase the supply of U.S. professionas. Second,
new restrictions were placed on “H-1B-dependent employers,” generdly
U.S. employers whose work forces are 15 percent or more H-1B workers.
These 100 to 200 U.S. employers, many run by eg. Indian or Chinese
immigrants who recruit H-1B workers in their countries of origin, have
had to since 1999, (1) document their efforts to recruit U.S. workers and
(2) certify that U.S. workers were not laid off to make room for the H-
1Bs in the previous ninety days, and that U.S. workers will not be laid
off for ninety days after the arrival of the H-1Bs.

The H-1B program remains controversia, but the dot.com bust has
taken it out of the limdight. In some ways, the H-1B program has become
another specialized immigration channel that primarily benefits those
involved: H-1Bs and their U.S. employers, the U.S. lawyers and lobbyists
who complete the paperwork and lobby for the program, and especidly
the middlemen in the United States and abroad whose primary business
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is moving high-tech workers over national borders. In the software
industry, where ideas flow quickly over national borders, it is becoming
less clear that the location of the work confers overwhelming multiplier
benefits on the host area, as evidenced by the growing number of entry-
level customer support jobs that are migrating to countries such as the
Philippines and India.

The United States: H-2As

The H-1B program admits foreigners with a BA or more to fill U.S.
jobs that normdly require a BA or more. The H-2A program aims a the
other end of the labor market by admitting foreigners temporarily to fill
seasona farm jobs. The H-2A program is older and has been even more
controversia than the H-1B program. The H-2A program permits U.S.
farmers to recruit and admit foreign farm workers after their need for
these workers is certified by the U.S. Department of Labor. DOL is
charged with ensuring that: (1) U.S. workers are not available; and (2)
the presence of the foreign workers will have no adverse effects on smilar
U.S. workers. In order to be certified, U.S. employers must promise (1)
to pay the higher of the minimum, prevailing, or Adverse Effect Wage
Rate ($7-8 an hour in most gtates in 2002); (2) to offer U.S. and H-2A
workers free approved housing; and (3) to pay for transportation from
the worker’s place of recruitment to the U.S. job.

Despite complaints that the H-2A program is cumbersome, the number
of jobs certified, mostly to fill jobs on tobacco farms in North Carolina
and surrounding states, has been increasing. However, many farm
employers, especialy in the western states where there is little on-farm
housing, say that the H-2A program is “unworkable’ for them and they
have been seeking an dterndtive to the H-2A program for & least twenty
years. Western farm employers succeeded in having an dternaive guest
worker program included in the Immigration Reform and Control Act of
1986, the Replenishment Agricultural Worker program, but the RAW
program was not used to admit farm workers because there were no farm
labor shortages during its 1989-1993 life.
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Table 2. H-2A Certifications; 1985-2000
H-2A Certifications. 1985-2000

Farm jobs

Certified Sugarcane Tobacco Sheep
1985 20,682 10,017 831 1,433
1986 21,161 10,052 594 1,043
1987 24532 10,616 1,333 1,639
1988 23,745 10,751 2,795 1,655
1989 26,607 10,610 3,752 1,581
1990 25412 9,550 4,666 1,677
1991 25,702 7,978 2,257 1,557
1992 18939 4,271 3,080 1,522
1993 17,000 2,319 3,570 1,111
1994 15811 1,419 3,720 1,305

1995 15117 4,116 1,350
1996 19,103 9,756 1,366
1997 23,562 14,483 1,667
1998 34,898 16,984 1,961
1999 41,827 16,206 1,443
2000 44,017 14,554 1,865

Source: U.S. Depatment of Labor, ETA, OWS. Annual Reports.
Farm jobs certified by DOL as needing to be filled with H-2A workers.

Bills that would create aternatives to or modify the H-2A program
to make it more employer-friendly have been introduced in Congress
since 1995, judtified by the rising percentage of unauthorized workers,
which made farmers vulnerable to crop losses if the Immigration and
Naturalization Service inspected their operations and removed
unauthorized workers. Proponents of a new guest worker program, or a
revised H-2A program, argued that legd status must be better than illegal
dtatus for both farmers and workers, especidly as the estimated share of
farm workers who were unauthorized surpassed 50 percent in 1997.
Indeed, Table 3 shows that Specid Agricultural Workers (SAWSs), who
were supposed to have done at least ninety days of farm work as
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unauthorized workers in 1985-1986, quickly got out of the farm labor
market and were replaced by unauthorized workers.

Table 3. SAWs and Unauthorized Farm Workers, 1989-98
SAWs and Unauthorized Workers in the U.S.
Crop Ag: 1989-1998

SAWs Unauthorized

1989 37 8

1990 30 17
1991 27 19
1992 23 33
1993 12 44
1994 20 38
1995 19 40
1996 16 50
1997 17 51
1998 15 52

Source: U.S. Department of Labor, 2000

Themgor issueinthefarmers proposaswassmple: would the employer
or the U.S. government control the border gate or admissons of guest workers?
Certification means that the U.S. government controls the border gate;
H-2A workers cannot be admitted until DOL certifiesthat the farm employer
hastried and failed tofind U.S. workers. Farm employerspreferred attestation,
with the farmer sdf-certifying hisneed for foreign workers by “atesting” thet
he needed foreign workers in the same way that employers seeking H-1B
visas attest to their need for foreigners—the workers would then arrive, and
enforcement would respond to complaints.

Farmers are dowly moving toward achieving their god of an attestation
procedure to hire unskilled foreign workers. In July 1998, the U.S. Senate
approved on a 68-31 vote the Agricultura Job Opportunity Benefits and
Security Act (AgJOBS), whichincluded attestation-likefarmworker registries
and introduced the concept of withholding some of theforeign workers wages
to encourage them to return to their country of origin at the end of the season.
Under AgJOBS, employers would have paid federal FUTA (Unemployment
Insurance) and FICA (Socia Security) taxesto atrust fund rather than to Ul
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and SSA agencies, about 8.3 percent of their earnings, and this trust fund
would have been usad to reimburse DOL and INSfor the costs of adminigtering
the program. If the Attorney Genera found that asignificant number of AgJOBS
guest workers were remaining in the United States unlawfully, 20 percent of
the workers' earnings could have been paid by farm employers directly into
the trust fund, and returned to the worker in his country of origin after he
surrendered the visa-1D, which would include a photo and biometric
information. President Clinton threatened a veto, and AgJOBS was not
enacted.

Thedection of Vicente Fox asMexican presdent in July 2000, and George
Bush as president in November 2000, encouraged farmers, since both Fox
and Bush favored a new guest worker program. Worker advocates who
believed that President Clinton would veto most farmer-supported guest worker
proposals agreed to a compromise version of AgJOBS in December 2000
that included anew concept: earned legalization, that is, unauthorized workers
who had done at |east 100 days of farm work the previousyear would receive
atemporary lega status, and they could adjust to become immigrantsiif they
did at least 360 more days of farm work in the next six years. While they
were in the temporary status, they would not be entitled to wefare benefits,
etc. Earned |egdization satisfied employers, sncenewly legdized farmworkers
would not immediately leave for non-farm jobs, and worker advocates, who
wanted farm workers to eventualy have the same rights as other workers,

The AgJOBS compromisewas blocked in Congress by Republicanswho
opposed “rewarding lawbreskers.” Led by Senator Phil Gramm (R-TX), they
instead proposed a guest worker only policy that would have alowed
unauthorized Mexicans aready in the United States to obtain seasond work
permits that would alow them to return to the United States for up to eleven
months a year indefinitely. The guest workers and their employers would
continue to pay socid security taxes, which tota 15.3 percent of wages, but
these taxes would be diverted to atrust fund and used to provide emergency
medica care to guest workers. Gramm’s guest worker proposal would also
have alowed Mexicans to work in year-round non-farm jobs for up to three
consecutive years, but then they would have to stay in Mexico at least ayear
before returning to the United States.

Guest workers only represent one end of the spectrum; the other is
legdization only. Legdization, favored by the AFL-CIO and most church and
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union groups, was introduced by Rep. LuisV. Gutierrez (D-1L) on February
7, 2001 in HR 500, the U.S. Employee, Family Unity and Legdization Act. It
would grant temporary lega status to persons in the United States before
February 6, 2000, and immediate immigrant status to persons in the United
Statesbefore February 6, 1996. Thelegalization datewould thenroll forward
ayear in each of the next five years, eventudly encompassing dl of those now
illegdly in the United States.

Earned legdization has become an acceptable middle ground for many
employers, migrant advocates, and others seeking an dternative to what
they consider an unsatisfactory status quo. During 2001, Mexican
President Fox pressed President Bush for better trestment of unauthorized
Mexicans in the United States, and a U.S.-Mexican working group was
created to develop “an orderly framework for migration that ensures
humane treatment [and] legal security, and dignifies labor conditions.”
The working group never made formal recommendations, but seemed to
lean toward earned legalization, as reflected in statements by President
Bush in July 2001: “when we find a willing employer and willing
employee, we ought to match the two. We ought to make it easier for
people who want to employ somebody, who are looking for workers, to
be able to hire people who want to work. And | know we can do so in a
humane way that treats people with respect [and] provides a way for
some of the workers to achieve permanent status over time.”

ECONOMIC INTEGRATION AND MIGRATION

Migration and trade tend to equaize wages and prices in participating
countries, so that economically motivated migration decreases with
economic integration. Starting with different “endowments” or different
ratios of land to workers, or capital to workers, trade and migration flows
in expected directions, such as farm goods from countries with relatively
more farm land, and workers from countries with lower wages. The
country with abundant land can be expected to continue to export farm goods,
but migration should eventualy cease as wages tend to equdize.

This is the basic logic of the economic theory of comparative
advantage that argues for free trade. Under free trade, the Heckscher-
Ohlin-Samuelson factor price equalisation theorem concludes that trade
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is a perfect subgtitute for migration—if thereis free trade in goods, there will
be no economically motivated migrationin regponseto wage or unemployment
differences. During the 1950s, European economists argued that European
economies fulfilled most of the Heckscher-Ohlin-Samuelson criteria, and that
a“Common Market” could alow trade to substitute for migration.

The Heckscher-Ohlin-Samue son factor price equalization theorem isbased
on asimple supply-demand framework under which the exit of workers puts
upward pressure on wagesin emigration countries, and the entrance of workers
puts downward pressure on wages in immigration countries. However, the
sameresult can be achieved with freer trade—the low-wage country expands
the production of low-wage goods, putting upward pressure on wages, and
exchanges them for high-wage goods from the high-wage country.

The Heckscher-Ohlin-Samuelson theorem assumes that countries have
identical production functions, that markets clear (there is no unemployment),
and that there are no sgnificant transaction costs or externdities. If these
assumptions are relaxed, dlowing for unemployment, different production
technologies, or economies of scale, trade and migration can be complements
in the medium- and long-term. The so-cdled new growth theory notes that
migration might beget more migration if, for example, workers can migrate, 0
that businesses may not invest where workers are, but instead invest in the
relatively rich area, encouraging more migration. In an extreme case, the
periphery location with excesslabor might become a depressed areawith the
areaattracting migrants becoming albooming core economy; thisissometimes
cdled Ricardian divergence.

In the Heckscher-Ohlin-Samuel son mode, migrationisareaction to trade
impediments, or a result the non-tradability of some goods. If there is
incompletetrade, then migration can act to equdizewages. Smilarly, migration
may reflect thefact that somefactors (sometypes of workers) are not mobile,
s0 that even free trade may not produce complete factor price equdization,
that is, wage differences may persst because services, for example, must be
delivered where customers are located. Similarly, perssting differences in
labor productivity dueto e.g. different production technol ogies, economies of
scae or imperfect markets can lead to perssting migration, so that trade and
migration can be complements, increasing together. Economicintegration tends
to increase the geographic spread of markets in which goods and workers
move fredy, that is, economic integration increases competition within the
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area being integrated. This increased competition, as well as economies of
scale, tends to speed up economic growth.

Germany and EU Enlargement

The EU is expanding eastward, planning to accept up to thirteen
eastern and southern European countries—ten in the so-cdled first round,
Cyprus, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Malta,
Poland, Slovakia, and Slovenia, and then perhaps three more—Bulgaria,
Romania, and Turkey. Since wages are lower in the accesson countries,
migration from them to the current fifteen EU countries is expected to
increase. Accession to the EU effectuates economic, political, and
ingtitutiond changes, s0 that, when estimating how much migration could
result from EU enlargement, economists must recognize that changing
indtitutions can make predictions of effects invaid. In the so-cdled Lucas
critique of models of large-scale change, Lucas noted that if there are
changes in inditutions, it is difficult to extrapolate from past large-scale
changes, so that, e.g. using the experience of integrating southern
European nations may not be gpplicable in projecting the likely migration
consequences of EU expansion eastward.'’

Despite these shortcomings, there have been a variety of models
developed to project east-west migration. Most begin with individuals
making rational decisions about migrating based on wage and
unemployment differences, and then are estimated as aggregate models.
As an dternative, some models rely on opinion polls that ask people if
they are planning to migrate. The surprise is that, regardless of
methodology, the models reach smilar conclusions—3 to 4 percent of
the residents of the ten first-round East European nations may migrate
west within a decade of freedom of movement, and haf of the migrants are
likely to come from Bulgaria and Romania, countries not likely to be among
the firg-round entrants, and thus not likely to achieve freedom of movement
quickly.*® It should be emphasized that the 3 to 4 percent migration isagross
esimate—most modds project that haf of the migrants will return to their
countries of origin within adecade or 0, so that net migration would be 1.5t0
2 percent. The bottom line of themodelsisthat a3to 4 percent grossmigration
from eastern Europe would increase the population of the EU fifteen, about
376 million, by about one percent gross and 0.5 percent net.
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Given these projections, and the past, unfounded worries about south-
north migration from Italy, Greece, Spain, and Portuga resulting from
EU enlargement, why did Germany and Audtria take the lead in arguing
that freedom of movement from eastern Europe should be restricted to
avoid “too much” immigration? One criticism is that eastern European
nations are different from the southern European nations. For example,
eastern European nations are poorer; southern European nations such as
Greece, Portugd, and Spain had per capita incomes that were about two-
thirds the EU average, while the ten eastern European candidate countries
have per capita incomes that are one-third of EU levels. This means
that, even if economic growth in eastern Europe is fagter than in the EU-
fifteen as projected, it may still take forty to fifty years for per capita
incomes to converge.

The United States, Mexico, and NAFTA

The major relationship between Mexico and the United States for
most of the twentieth century was a migration relationship that moved
primarily unskilled Mexicans into U.S. jobs. This migration relationship
has been rife with problems. Mexico complained frequently about the
poor treatment of Mexican citizens in the United States, but there were
few mechanisms to enable the two governments to work cooperatively
to improve conditions for legd or unauthorized Mexican migrants. On
the U.S. Sde of the border, severa thousand farm employers st the terms
for mogt Mexico-U.S. migration, as U.S. farmers were alowed to recruit
Mexican workers for temporary U.S. employment between 1917 and
1921 and again between 1922 and 1964. On the Mexican side, anger
over the treatment of legal and unauthorized migrants and fears of being
overwhelmed by the United States supported a nationalistic stance that made
cooperation difficult.

The networks created by the Bracero program and the illegd migrants
who accompanied Braceros laid the groundwork for increased Mexico-
U.S. migration in the mid-1980s, when Mexico (1) changed its economic
policies, joining GATT in 1987, proposing the North America Free Trade
Agreement in 1990, and then joining the OECD, and (2) the Mexican
peso was devalued severa times. Increasing economic integration and
increased migration went together in North America, producing an
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immigration backlash in Cdifornia just as NAFTA went into effect in 1994.
L eadersin both Mexico and the United States urged the approva of NAFTA
under thetheory that, in the medium to long term, tradewould act asasubgtitute
for migration.

Mexico's Presdent Salinas proposed a free trade agreement with the
United States in 1990. Canada, which had entered into a free trade
agreement with the United States in 1989, joined the negotiations for
what became the North American Free Trade Agreement (NAFTA).
NAFTA went into effect on January 1, 1994,'° with the god of lowering
barriers to trade and investment and thus spurring job and wage growth
in the three member countries. Although genera agreements on migration
were explicitly not part of the NAFTA, the hope that NAFTA-led
economic development would reduce the volume of undesirable, illega
migration was a reason why some wavering Congressond representatives
in the end voted for NAFTA.

The NAFTA debate highlights the larger question of whether trade
liberdization is an effective means for reducing “unwanted” South-North
migration.?® The answer of most economists is of course: the standard
compardive gatics andyss highlights the fact that the migration of labor
tends to be self-stopping because of the adjustment processes that
migration sets in motion, speeding the growth of wages in the sending
area and dowing the growth of wages in the receiving area. The concluson
of the standard trade modd is that migration and trade are substitutes in
both the short and long run [Heckscher (1949), Ohlin (1933), Mundéll
(1957), Stolper and Samuelson (1949), Krauss, (1976)]

The mgor policy-rdevant question was not what would happen in the
long run, after the North American economies reach a new equilibrium, but
what would happen during the adjustment period. The U.S. Commission for
the Study of Internationd Migration and Cooperative Economic Development,
which embraced free trade as the best long run solution for unwanted
economicaly motivated migration—"expanded trade between the sending
countries and the United States is the single most important remedy”—
nonethel ess concluded that “the economic devel opment processitsalf tendsin
the short to medium term to stimulate migration” (U.S. Commission, 1990, p.
xv). In other words, the same policies that reduce migration in the long run
can increase migration in the short run, creating “avery red short-term versus
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long-term dilemma’ for acountry such asthe United States considering afree
trade agreement as a means to curb unauthorized immigration from Mexico
(U.S. Commission, 1990, p. xvi).

The Commission embraced the hypothesis that economic integration can
produce a“migration hump,” meaning thet, when migration flows are charted
over time, migration first increases with closer economic integration and then
decreases—in economic terms, migration and trade are complements in the
short run and subdtitutes in the long run (Martin, 1993). The Commission
concluded that the migration hump was a worthwhile price to pay for the
adoption of policiesin both Mexico and the U.S. that would reduce unwanted
migration in the long run.

Generdly, three factors must be present to produce a migration hump:
a continued demand pull for migrant labor in the destination country
despite economic integration, an increased supply push in the origin
country as a result of economic integration, and pre-existing migration
networks that can move workers across borders. Most economic analyses
ignore the possbility of a migration hump because they tend to emphasize
comparative statics—comparing before and after equilibrium points,
thereby ignoring the process of adjustment to free trade. In neoclassica
trade models, the prediction that free trade in goods offers a substitute
for migration, or trade in people, is an example of a long-run comparative
statics prediction. The migration hump, by contrast, is a short-run
relationship between migration and economic adjustment to free trade.

The standard trade modd rests on five mgor assumptions—identical
production technologies,; factor homogeneity; constant returns to scale;
instantaneous adjustment; and perfect competition, full employment, and
complete markets. When any or dl of these assumptions do not hold,
trade and migration can be complements, that is, increased trade can be
associated with more migration, or there can be a migration hump when
migration flows are plotted against time.

Congder two countries with different factor endowments. A country in
the North (Country N) is capitd rich, and a country in the South (Country S)
iscapita poor. Assumethat thetwo countries share the same technologies or
production functions, and that the same two factors of production, capital and
labor, are used in each country to produce two goods. If the two countries
engagein freetrade, each country will export the good that ismoreintensivein
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the factor that israively more abundant init. That is, Country N will import
labor-intensive goods from Country S, and Country S will import
capita-intengve goods from Country N.

Stolper and Samueson considered the effect on factor prices (wages
and the return on capital) of an import tariff that increases the domestic
price of the import-competing good relative to that of the export good.
Under the Heckscher-Ohlin assumptions, and the assumption that the
underlying trade pattern is not atered by the tariff, an import tariff
increases the rea reward of the relatively scarce factor and lowers the
real reward of the other factor. Thus, a tariff levied againgt |abor-intensve
imports in Country N will increase Country-N wages relative to the return
to capita compared with the free-trade case.

Both Stolper-Samuelson and the Heckscher-Ohlin theorem on which
it is based assume that there is no international migration. If migration
responds positively to international wage differentials, then (1)
protectionism in the North (Country N) should increase migration from
the South, or (2) the protection of capita-intendve indudtries in the South
should spur emigration. Conversely, trade liberalization shifts the
production of labor-intensive goods to Country S and capital-intensive
goods to Country N, which in turn puts upward pressure on Country-S
wages, discouraging emigration.

The sandard trade modd can produce amigration hump by dtering some
of its key underlying assumptions. The critica assumptions fal into five main
categories.

The two countries share identical production technologies,

The two countries use the same factors of production (factor
homogeneity);

Technologies exhibit constant returns to scale in production (there
are no scale economies);

Adjustment to changes in international markets is instantaneous;
There is perfect competition, with full employment and complete
markets in both countries.

[30] AICGS POLICY REPORT 2002



Martin, von Loeffelholz, and Straubhaar

Technology Differences

Suppose a labor-intensive good is produced in the emigration country
behind tariff and other trade barriers, as corn was in Mexico. If herbicides
and other capital inputs give the United States a comparative advantage
in corn production, then freer trade should permit the United States to
produce and export more corn. This has in fact happened under NAFTA:
the United States produces about ten times more corn than Mexico, and
the United States can export corn to Mexico for less than Mexican farmers
can produce corn with labor-intensive technologies. However, haf of
the man-days worked in Mexican agriculture in the mid-1990s were used
to produce corn. Freeing up trade in corn thus eiminated millions of
man-days of work for the three million Mexican farmers and workers
employed in corn production, putting downward pressure on wages in
rural areas and encouraging emigration.

The Mexican corn example illustrates the fact that, if the basis for
trade is differences in technology, trade and migration may be
complements, as e.g. trade in computers and software is accompanied by
the migration of computer specialists.

Productivity Differences

Differences in factor productivity between countries are implicit in
the standard trade model, and the reasons for the productivity differences
can help to explain migration behavior. If the differences in factor
productivity are due to the presence of complementary public and private
inputs, such as education systems, public services, and transportation and
communications systems, then the same worker may be more productive in
the United States than in Mexico, encouraging migration. This is sometimes
referred to as the “Third World labor force with First World infrastructure”’
productivity difference, and isused to explain why some of the Mexican shoe
indusiry moved from Leon, Mexico to Los Angeles in the 1980s, and shoes
produced with Mexican workers and U.S. capita were exported to Mexico.

Smilarly, when NAFTA went into effect on January 1, 1994, Mexico
lowered some of its tariff and non-tariff barriers on agricultural
commodities, including fresh and processed fruits and vegetables. U.S.
exports of lettuce and grapes jumped sharply, as the U.S. grower-shippers
who dominate North American production learned that it was cheaper to
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produce many fruits and vegetableswith Mexican workersin the United States
for Mexico because of better U.S. infrastructure. After five yearsin Mexico,
the second largest U.S. vegetable grower ceased operations there with the
observation that “we can even produce more efficiently for the Mexican market
from the U.S” (Ag Alert, duly 14, 1993, 28).2* Migration, by converting
Mexican workersinto U.S. workers, in this case discouraged the production
of somelabor-intensive goodsin Mexico, and thus encouraged moremigration
to the United States.

Economies of Scale

The third assumption of the standard trade model is that (identical)
production functions in the two countries exhibit congtant returns to scale,
which means that increasing dl inputs by 10 percent will increase output
by 10 percent, whether a country produces 10 or 90 percent of the world's
supply of the good. However, if codts fdl as production increases in the
United States in industries that employ migrant workers, trade
liberdization may lead to expanded production in the United States, and
thereby increase the demand-pull of jobs that attract migrant workers.
When trade is due to economies of scale, migration and trade are
complements.

Sow Adjusments

The fourth assumption of the standard trade modd is that adjustmentsto
changing prices and wages are instantaneous, and the process of adjustment
does not affect the comparative-static outcome. In many cases, prices drop
and workers are displaced when freer trade isimplemented, but finding anew
job takestime. For example, Mexican farmers can be displaced or have their
incomes lowered with free trade in corn, but it may take severa years for
foreign and domestic investment to crestejobsin manufacturing, where Mexico
may have atrue comparative advantage, and manufacturing jobs may not be
cregted in the rurd areas where farmers are being displaced.

NAFTA provides for a fifteen-year phase in of free trade in corn by
2009, but Mexico phased out input subsidies in the early 1990s, permitted
gjido farmersto sdl or rent their land (Ejidos were created from plantations
or haciendas seized during and after the Mexican revolution. Ejido
members may farm their land and passit on to their heirs, but could not sell,
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rent, or useit for security for loansuntil 1992), and * decoupled” farm production
from government supports. New job growth in Mexico is concentrated in the
northern regions—about 40 percent of Mexico's 2.5 million manufacturing
jobs are in the 3000 maquiladoras that are usudly located in border cities
and tend to hire young women. The adjustment to free trade in agriculturd
commodities is complicated by factor pecificity—many of those displaced
from Mexican agriculture are men, and themaquilador as tend to hirewomen.
For this reason, many of the Mexican men migrate across the border, to seek
work in U.S. fam fidds.

Guanguato, an agricultural statein west central Mexico, estimatesthat 20
percent of the 250,000 farm families in the Sate Ieft the land between 1990
and 1999. There are 4.4 million resdents of Guanguato, and another two
million adultsand their U.S.-born children—equd to 45 percent of Guanguato's
population — living in or migrating regularly to the United States, legdly or
illegaly. Remittances to Guangjuato are estimated to be $1 billion ayesr, the
maingtay of the economy. The removd of farm subsidies and freer trade in
farm commodities has gpawned many protestlsmovements, including onegroup,
El Barzon, a group demanding a moratorium on debt repayments. On
November 28, 1999, El Barzon retraced the 1,000-mile December 1914
march of Pancho Villa from the border city of Juarez to Mexico City,
demondirating the depth of problemsin Mexican agriculture.

Imperfect Markets

Thefifth assumption of standard trade theory is perfect markets, including
full information, no risk, and no transaction cogts. This assumption is rarely
fulfilled, giving rise to ingghts that have been collected under the rubric of the
new economics of labor migration. For example, suppose that the benefits of
migration are sgnificant, but that there are no legal meansto cross bordersto
take advantage of wage differences, so that the migrant must utilize the services
of a smuggler who demands an up-front fee. In such Stuations, freer trade
that gpeeds job and economic growth may aso increase migration, as risng
incomes mean that more migrants can afford smugglers fees (Schiff, 1996).
Thisseemsto have happened in the southwestern Chinese province of Fujian.

Familiesin the rurd areas of sending countries dependent on agriculture
may treet family members as a portfolio of income earners, and deploy sons
and daughtersin amanner that maximizes earnings and minimizesrisks. This
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meansthat Mexican familiesmay send daughtersto border-areamaquiladoras
and sonsto the United States: if both succeed in getting jobs, thefamily canbe
much better off. However, even if the son is gpprehended, the daughter’s
near 100 percent probability of getting a maquiladora job acts as insurance
for the son’s atempted illegd entry.

Proponents of NAFTA knew that Mexico would obtain (1) the greatest
benefits from NAFTA in the form of more jobs and higher wages and (2)
Mexican would experience the grestest adjustments to free trade as well.
No one knew how quickly Mexico-U.S. migration flows would be affected
by adjustments and job crestion. However, political arguments in support
of NAFTA often assumed that reductions in migration would be
immediate, or noticeable after a relative short period of adjustment: U.S.
Attorney Genera Janet Reno in 1993 said: “If NAFTA passes, my job
guarding the border will be easier. If NAFTA fals, my job stopping the
flow of illegal immigrants will become even more difficult.” Mexican
President Carlos Salinas similarly asserted that, “We want NAFTA
because we want to export goods, not people.”

NAFTA got off to arocky start. Foreign capital had flowed into Mexico
in anticipation of NAFTA in the early 1990s, and Mexico permitted the peso
to become overvaued in 1993-1994, making imports of both capitd and
consumer goods chegp. U.S. and other foreign investorslent billions of dollars
to Mexico, and Mexicans used many of theseforeign savingsto buy U.S. and
other foreign goods, not to build factoriesand creste jobs. In 1994 a series of
events dampened investor enthusiasm. Zapatista rebels launched an armed
campaign in the state of Chigpas on January 1, 1994; the leading presidentia
candidate was nated in March 1994; and the Mexican money supply
wasincreased sharply in summer 1994 in support of theruling party’ scandidates
in July elections. Presdent Sdlinas ressted an “orderly” devaludtion of the
peso in the fal of 1994, but in December 1994, just after Sdinas Ieft office,
Mexican and foreign investors began converting pesosinto dollars at thefixed,
3.45t0 $1 rate. Mexico ran out of reservesto support the peso, and the peso
was devaued in December 1994.

The economic crisis in Mexico sharply increased unemployment.
Mexico, a country with about 10 million forma sector private jobs for a
paid labor force of 30 million, experienced amost one million layoffs
from forma sector jobs in 1995. In the villages from which many migrants
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come, economic models projected amigration elagticity with respect to peso
devauations of 0.7 percent—that is, a 7 percent increase in emigration for
every 10 percent devauation of the Mexican peso—which fel dmost 60
percent between November 1994 and November 1995. Many Mexicans
responded to the 1994-1995 crisis by migrating to the United States despite
stepped up border controls. The United States apprehended 1.1 million
foreigners, over 95 percent Mexicans, in FY94; 1.4 million in FY95; 1.6
million in FY96; 1.5 million in FY97; 1.7 million in FY98; and 1.5 million in
FY99.

Mexico-U.S. migration may fall much faster than many pessmists
in both countries expect for demographic and economic reasons, which
may result in the curious effect of the United States constructing an
elaborate system of border controls just as Mexico-U.S. migration falls.
Mexico's population of amost 100 million is growing by 2 percent a
year. About 300,000 Mexicans migrate to the United States each year,
equivalent to 15 percent of Mexico's populaion growth. U.S. efforts to
prevent such migration have made the Immigration and Naturdization Service
one of the fastest-growing federa agencies, with ayear 2000 budget of $4.3
billion.

The Mexican population growth rate pesked at 3.3 percent in 1970,
when 45 percent of Mexican residents were under fifteen years of age.
In 1974, the Mexican government launched an enterprisng program to
persuade families to have fewer children, and birth rates fell sharply in
the 1980s and 1990s—fertility dropped from seven children per woman
in 1965 to 2.5 in 1998—s0 that the number of new job seekers will be
500,000 to 550,000 per year by 2010. Mexico's population is expected
to stabilize at about 141 million in 2025, when the U.S. population is
projected to be 335 million. The number of persons turning fifteen is
projected to drop by 50 percent between 1996 and 2010, from about 1
million a year to 500,000 a year. Declining fertility reduces migration
directly, with fewer people, and indirectly, because households with fewer
children tend to keep them in school longer, reducing the need for jobs
for young people entering the labor market, and reducing the probability
of emigration.

Second, each 1.35 percent increment to economic growth was associated
with 1 percent job growth in Mexico between 1988 and 1995. If this ratio
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perssts, then 5 percent economic growth can generate 3.7 percent job growth,
or 1.1 million new jobs each year, enough to employ new job seekers and
begin to reduce un- and underemployment. Mexico had 14 million workersin
formal sector jobsenrolled inthe socia security system IMSSin March 1999,
up from 13 million a year earlier. This combingtion of dedining fertility and
faster job creetion creste an X in the Mexican fertility/jobs figure—a point in
time when enough new jobs are created to employ fully new work force
entrants. Figure 2 highlights two such points—the optimistic one aready
occurred in 1998, and the more pessmistic one will occur in 2006. If job
growth perssts as fewer teens seek first jobs, Mexico can begin to reduce
unemployment and underemployment.

TRANSATLANTIC LESSONS

International migration has great potential for increasing economic
integration and cooperation between nations, as well as the potential for
disrupting orderly relations between nations. In a world of sx billion,
the number of internationa migrants—persons living outsde their country
of birth or citizenship for twelve months or more—was about 170 million
in 2000, meaning that just about 2.8 percent of the world's residents
were legal or unauthorized immigrants, nonimmigrant guest workers,
students, business people, or refugees or asylum seekers. However, the
number and type of migrants has increased faster than the capacity of
national governments, regiona bodies, or internationa organizations and
agreements to deal with international migration. Severa responses are
gpparent; increased expenditures on immigration control and new regiond
forums to discuss migration issues.

Over time, freer trade and investment should increase the rate of
income and job growth in the emigration country, thus diminishing
migration pressures. When viewed over a decade or two, the number of
migrants first increases and then decreases, producing a migration hump,
which can be rdatively smadl and short. In southern Europe and Asa, when
wage differences decreased to 4 or 5 to 1 and economic and wage growth
seemed assured in the emigration country, economically-motivated migration
dropped dramaticaly, asin Italy after 1968 or Koreain the 1980s. Thisoffers
a powerful argument for freer trade and investment.
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ENDNOTES

1 World GDP was $31 trillion in 2001, including $10 trillion in the United States
and $2 trillion in Germany. The UN put the world’s migrant population at 168 million
in 2000, including 67 million or 40 percent in the industrial countries. The United
States had about 31 million foreign-born residentsin 2000, and Germany had 7 million.

2 During the 1990s, the value of world trade in goods doubled to $6.5 trillion,
while the number of migrants as defined by the UN increased almost 50 percent to 170
million.

3 A 1990 report of the House Judiciary Committee (quoted in Aleinikoff, Martin, and
Motomura, 1995, 221-2) asserted: “The U.S. labor market isnow faced with two problems
that immigration policy can help to correct. Thefirst isthe need of American business
for highly skilled, specially trained personnel to fill increasingly sophisticated jobs for
which domestic workers cannot befound ... The second problem concernsthe skillsgap
inthecurrent and projected U.S. labor pool ... itisunlikely that enough U.S. workerswill
be trained quickly enough to meet legitimate employment needs ... immigration can and
should beincorporated into an overall strategy that promotesthe creation of thetype of
work force needed in an increasingly competitive global economy without adversely
impacting on the wages and working conditions of American workers.”

4EU nations may prevent eastern European nationalsfrom migrating for at least two
years, 2005-2006, if Poland and other entries occur January 1, 2004 as expected. After
this two-year wait, the current 15-EU members could individually prevent freedom of
movement for another threeyears (2007-2009), and then afurther two years, for amaximum
seven-year wait (2010-2011).

5 Asthediscussion bel ow emphasizes, many researchers emphasized that thereare
always alternatives to importing foreign workers or professionals.

6 Theexceptionsare American Indians, slaves, and peoplewho becameU.S. citizens
when the United States acquired the territory in which they were living (Martin and
Midgley, 1999).

"The NRC report estimated that U.S. GDP was $200 billion ayear larger because of
immigration, but most of this$200 billion accrued toimmigrants—the net addition to the
U.S. GDPfor non-immigrants was $1 billion to $10 billion.

8 Borjas, George. 1990. Friendsor Strangers. p 81

9 Gieseck et al. 1995.

10 von Loeffelholz and K &pp. 1998.

1 von Loeffelholz. 2001.

12 Schréder originally called it ared-green card, to reflect the colors of the partiesin
his coalition government—red for SPD, green for the Greens. Opinion within the
Schroeder cabinet wasinitially divided, with Federal Minister of Education and Research
Edelgard Bulmahn (SPD) arguing in favor to keep jobs in Germany: “We cannot allow
companies to move abroad because of the shortage of highly skilled personnel in
information technology,” and Economy Minister Werner Miller arguing that green card
holders will have job-multiplier effects in Germany, using the example: “If you need a
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pianist, you can’t just hireapiano tuner. But when you employ anew pianist, you'll also
need additional pianotuners.” However, Labor Minister Walter Riester (SPD) countered:
“We cannot allow ageneral international opening of the job market. We have over four
million unemployed people, among them very qualified people in the information
technology field.” There were 31,000 unemployed I T workersin December 1999.

13Toobtain“new guest workers,” German employerssubmit work-and-learn offers
tolocal ESoffices, which transmit themto an ES officein Eastern Europe; thereisno test
of the German labor market.

1“4 IMMACT also created the non-capped O, P, Q, and R visa programs for, inter
alia, foreign entertainers and athletes.

15 Section 221 of the IMMACT of 1990 permitted U.S. employers who
unsuccessfully tried to recruit U.S. workers for at |east sixty days at prevailing wages
to hire foreign students who had completed at |east one academic year of U.S. study.

16 The TN visa can be extended in one-year increments indefinitely.

17 Some researchers try to overcome this fundamental methodological problem by
the inclusion of so-called country-specific effects in their models, using a country-
specificintercept that remains constant over time. However, it ishard to define such an
intercept for Eastern European nations when assessing the effects of freedom of
movement, since they have had no historical experience of free migration for decades,
and because East Europeans have not had freedom of movement rightsin the EU.

18 The ten are Bulgaria, Czech Republic, Estonia, Hungary, Latvia, Lithuania,
Poland, Romania, Slovak Republic, and Slovenia.

191n 2001, the maquiladora will be incorporated into the Mexican economy and,
under NAFTA, restrictions on Mexican sales and temporary imports from the United
States and Canada will be no more. New Mexican laws passed in the last decade also
stand to stimulate joint ventures and manufacturing employment.

2 We use “unwanted” rather than illegal to describe the migration industrial
countries are trying to reduce because much of the migration most amenable to being
reduced with trade and other economic development measures involves legal but not
necessarily wanted foreigners, such as “economic refugees’ in Western Europe, and
Salvadorans with a“ Temporary Protected Status” in the United States. In both cases,
the host countrieswould like to reduce the number of such aliens, but their presenceis
not unlawful.

21 Mexican tomato pickers pick tomatoes into buckets about twice as fast in the
United States asin Mexico, in part because piece-rate wages in the United States tend
to attract Mexican workers who prefer to be paid by how much work they accomplish,
while many farm workers in Mexico are paid by the day.
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Managing Immigration for Economic Growth

Thereis adebate in Germany and the United States about how to revise
immigration policies that currently admit primaxily family members, refugees,
and other foreignersfor non-labor market reasons, and admit moreforeigners
who can increase economic and job growth:

Germany introduced a green card program in 2000 for up to 20,000
computer professionals, and afederal commission in 2001 recommended
that an additiona 50,000 foreigners a year be admitted for economic-
employment reasons.

The United States more than doubled the number of visas available for
immigrants (and their families) desired by U.S. employers in 1990 to
140,000 a year, and incressed the annua limit of sx-year H-1B visas
available to professonds to the current 195,000 a year.

Thisseminar explores how immigration affected the evolution of the labor
market in Germany and the United States during the 1990s in particular
indudtries (case studies) and the policy options for using immigration policy
changesto affect generd or particular labor markets.
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Trade and Migration

The EU isexpanding eastward, and Germany isone of thefront-line states
that expectsincreased migration from eastern and southern Europe. The United
States entered into a free trade agreement with Canadain 1989, and Nafta
added Mexico in 1994.

How much migration isthere currently from eastern and southern Europe
to Germany and other EU countries? How much more is likdy with EU
enlargement, under various freedom-of-movement scenarios? Which sectors
aremost likely to be affected by thisincreased migration in Germany and the
old EU countries, and inthe new EU countriesand their neighbors? Arethere
any lessons from EU enlargement for the proposed 34-nation Free Trade
Areaof the Americas?

The United States had sgnificant migration from Mexico before Nafta
went into effect. Did migration patterns evolve as expected? Why or why
not? This seminar will explore these issues.
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MONDAY, JUNE 10, 2002 SEMINAR AT RWI-ESSEN

Welcome and I ntroductions
Hans Dietrich von Loeffelholz, RWI, and Philip Martin, UC-Davis

Trendsin Immigration and the Labor Market in the 1990s

Werner Sesselmeier, TU Darmstadt
Roger Kramer, U.S. Department of Labor

Computer Professionals
H.D. von Loeffelholz, RWI and Ruhr-University Bochum
Susan Martin, Georgetown University

Agriculture, Construction and Services
Elmar Honekopp, |IAB
Philip Martin, UC-Davis

Similarities and Differences
Panel chaired by Hans Dietrich von Loeffelholz, RWI, and Philip Martin, UC-
Davis

*kk*k

WEDNESDAY, JUNE 12, 2002 SEMINAR AT HWWA-HAMBURG

Welcome and Introductions
Thomas Straubhaar, HWWA and Philip Martin, UC-Davis

Trade and Migration: Theoretical Predictions and Policy Implications
Peter Fischer, HWWA research fellow, Moscow

EU Enlargement:
L essons from southern Europe and implications for enlargement
Thomas Straubhaar, HWWA
Jarek Oszki, University of Torun, Poland
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Nafta: Trade and Mexico-US Migration
Agustin Escobar, Ciesas Occidente, Guadalgjara, Mexico
Philip Martin, University of Cdlifornia, Davis

Implications and Transatlantic L essons
Elmar Honekopp, IAB Nurnberg
Friedrich Heckmann, Universitét Bamberg
Philip Martin, University of Cdlifornia, Davis
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FRIDAY, JUNE 13, 2002 SEMINAR AT AICGS, WASHINGT ON,
D.C.

Welcome and I ntroductions

Demographic Forecasts and Labor Marketsin the 21% Century
Jeff Passal, Urban Ingtitute, Washington, D.C.

Transatlantic lessons and their policy implications
Philip Martin
Hans Dietrich von Loeffelholz
Werner Sesselmeier
Thomas Straubhaar
Elmar Honekopp

Lunch with speaker Fred Bergsten, Ingtitute for International Economics
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