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Immigration and the labor markets 
 
 
The following documents are here to give you some stylized facts to help you think about 
the subject. But you can treat the subject freely and you may or may not refer to the 
documents in your presentation. 
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widespread public belief, low-educated immigrants 
have a better fiscal position – the difference 
between their contributions and the benefits they 
receive – than their native-born peers. And where 
immigrants have a less favourable fiscal position, 
this is not driven by a greater dependence on social 
benefits but rather by the fact that they often have 
lower wages and thus tend to contribute less. 

 

 

 

 

 

 

 

 

 

Cross-country differences in the fiscal position of 
immigrant households are shaped by the design of 
tax and benefit systems and, even more so, by 
differences in the composition of the migrant 
population in terms of age and migrant-entry 
category.  

In countries where recent labour migrants make up 
a large part of the immigrant population, 
immigrants have a much more favourable fiscal 
position than in countries where humanitarian 
migrants account for a significant part of the 
immigrant population. Labour migrants tend to 
have a much more favourable impact than other 
migrant groups, although there is some 
convergence over time. On the other hand, the 
fiscal position of immigrants is generally less 
favourable in countries with longstanding 
immigrant populations and little recent labour 
immigration.  

Employment is the single most important 
determinant of migrants’ net fiscal contribution, 
particularly in countries with generous welfare 
states. Raising immigrants’ employment rate to 
that of the native-born would entail substantial 

fiscal gains in many European OECD countries, in 
particular in Belgium, France and Sweden, which 
would see a budget impact of more than 0.5% of 
GDP. It would also help immigrants meet their own 
goals: Most immigrants, after all, do not come for 
social benefits, but to find work and to improve 
their lives and those of their families. Efforts to 
better integrate immigrants should thus be seen as 
an investment rather than a cost. 

 

 

 

 

 

 

 

 

 

Migration contributes to spur innovation and 
economic growth  

International migration has both direct and indirect 
effects on economic growth. There is little doubt 
that where migration expands the workforce, 
aggregate GDP can be expected to grow. However, 
the situation is less clear when it comes to per 
capita GDP growth. 

Components of total population growth in OECD countries, 
1960-2020, per thousand inhabitants 

     

 

Source: OECD Population and Vital Statistics database. 

First, migration has a demographic impact, not only 
by increasing the size of the population but also by 

Estimated net fiscal impact of immigrants, with and without the pension system and per-capita 
allocation of collectively accrued revenue and expenditure items 

Note : The “baseline” calculations include estimates for indirect taxes as well as expenditure on education, health and active labour 

market policy.  
Source: Liebig and Mo (2013).  



Document 2 

 

 

 

Document 3 

 

 
 
 
 
 
 
 
 
 

2  Migration Policy Debates © OECD May 2014 

 

Migration flows and immigrant populations 
have been increasing for decades  

Since the 1960s, net migration to OECD countries 
has increased, although this long-term trend is 
characterised by some sharp fluctuations, often in 
response to the business cycle or geopolitical 
events. Over that same period, many OECD 
countries have shifted from being countries of 
emigration to countries of immigration.  

Net migration to OECD countries as a percentage 
of the total resident population, 1959-2009 

 

Source: OECD Population and Vital Statistics database. 

According to most recent population censuses, 
between 2000/01 and 2010/11, the number of 
immigrants in the OECD increased by around 35%. 
In 2010/11 there were more than 100 million 
foreign-born in the OECD compared to just over 
75 million a decade earlier (OECD-UNDESA, 2013).  

A little more than half of the foreign-born, or 52%, 
were women and 75% were aged between 25 and 
64. Mexico is the main country of origin with 11 
million emigrants, followed by China (3.8 million), 
the United Kingdom (3.5 million) and India (3.4 
million). The number of immigrants in OECD 
countries who were born in China, India and 
Romania has increased by more than 1.5 million in 
ten years. 

Overall, international migration flows to OECD 
countries are a third higher in 2010 than they were 
in 2000. At first glance these facts may support the 
idea of a constant, if not accelerating, increase in 
migration.  

However, the situation is actually more nuanced as 
global migration flows to OECD have not followed a 
steady trend. After a strong increase at the turn of 
the century and a peak in 2007, they fell sharply in 
2008 and 2009, in response to the global financial 

crisis, and then remained relatively stable until 
2012.  

In 2012, total permanent migration flows to the 
OECD reached 4 million, half of which is for 
European OECD countries.  

Migration flows to the OECD area, 2000-2012 

Source: OECD International Migration database. 

Looking at the evolution by country of destination 
gives an even more complex picture. Apart from 
Japan and Korea, where immigration remains at 
relatively low and stable levels, flows to other 
countries showed large variations over the first 
decade of the millennium. Spain displayed the 
widest variations, with inflows tripling between 
2000 and 2007 before subsequently decreasing to a 
third of the 2007 peak. Trends observed in 2012 
clearly illustrate this responsiveness to economic 
conditions. 

The overall level of permanent international 
migration to OECD countries remained fairly stable 
in 2012 relative to 2011, dropping by only 0.4% (15 
000 persons). Yet, this overall stability hides highly 
diverging patterns across countries of destination 
and by type of migration. In fact, the heterogeneity 
in migration trends has never been as marked as 
today.  

Migration trends are diverging widely across 
countries 

Germany stands out among the countries where 
immigration increased in 2012. Flows increased by 
over a third compared with 2011, reaching 400 000 
persons. Germany became the second-largest 
immigration country, after the United States, in the 
OECD in 2012, receiving more than 10% of all 
permanent immigration to the OECD area. In 2009, 
it was only the eighth largest. This spectacular 
increase has been fuelled mainly by inflows from 
central and eastern European countries and, to a 
lesser degree, southern Europe. 
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Several other European countries also experienced 
significantly higher migration flows in 2012 
compared with 2011, with some, such as France, 
Sweden and Finland, even reaching historical highs. 
However, by international standards, inflows into 
France and Finland still represented only a small 
share of these countries’ populations – only around 
0.4% of the population. Overall, this ratio varies 
considerably between countries, ranging from over 
1.5% of the population in Switzerland to less than 
0.1% in Mexico and the Asian OECD countries. 

Permanent migration flows as a percentage 
of the population, 2012 

 

Source: OECD International Migration database. 

On the other hand, three of the main European 
destination countries witnessed a large scale 
reduction of their permanent inflows. After a 
rebound in 2011, flows to Spain resumed their 
post-crisis downhill trend, falling 22% in 2012. 
However, that still represented just under 300 000 
people, or 0.6% of the population. The second-
largest decrease was in Italy, where permanent 
inflows fell 19% in 2012, to less than half what they 
were in 2007. In the United Kingdom, flows fell 11% 
in 2012 to under 300 000 persons.  

Between 2007 and 2011, the European Union as a 
whole saw a decline of inflows from outside the 
Union of around 4% per year. In 2012, these flows 
dropped by 12%. 

In the OECD countries that have been settled by 
migration and where labour migration represents a 
high share of the flows – i.e. Australia, Canada and 
New Zealand – changes from 2011 to 2012 were 
more limited. Permanent migration flows to 
Australia increased by 12% in 2012, slightly 
exceeding 250 000 persons. Flows to Canada also 
amounted to 250 000 persons, up 7% on 2011.  

The United States remains, by far, the largest 
receiving country in the OECD in absolute terms, 
accounting for more than a quarter of total 
permanent flows to the OECD area. However, the 

migration to population ratio is low, only around 
0.3% of the population. In 2012, migration flows 
declined slightly, by 3% (or30 000 persons).  

New Zealand is the only settlement country where 
permanent flows have steadily decreased since 
2005. However, at 42 000 in 2012, they still 
represented almost ten immigrants per thousand 
population. 

Big variations in trends across different 
migration categories 

Family migration continues to be the main 
component of international migration flows. 
Migration flows for family reasons were fairly 
stable in 2012, slipping just 1%. By contrast, 
migration within free-movement zones went up 
10%, while managed labour migration decreased by 
10%. Never before have these three major 
migration channels displayed such different trends. 

Permanent immigration in OECD countries by category, 
2007-2012 

Source: OECD International Migration database. 

In recent years, the United States has received 
more than half of the permanent family migration 
flows to the OECD. In 2012, 680 000 family 
members of US citizens or permanent residents 
obtained legal permanent resident status in the 
United States, unchanged from 2011 and 2010. 

Many other OECD countries have witnessed strong 
variations in family migration. Flows in this category 
rose sharply in Sweden, up 26%; Switzerland, up 
16%; and Canada, up 15%. They also rose, although 
less sharply, in Australia and in France, which each 
saw increases of 7%. On the other hand, family 
migration dropped sharply in Spain, probably in 
response to the economic situation. Family 
migration also decreased in some other European 
countries, for example Belgium and Portugal. 
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Effects on public finances 

Estimates of the fiscal impact of total immigration are 
quite varied across studies, but are usually small, with 
some indicating net fiscal benefits and others net fiscal 
costs to host countries (OECD, 2013). 

Short-term expenditure required to provide support to 
newly-arrived asylum seekers can be substantial and 
includes humanitarian assistance to provide food and 
shelter and basic income support; up-front expenditures 
associated with necessary language training and schooling; 
steps to identify the skills of migrants and the 
expenditures associated with processing asylum claims 
and enforcing returns. 

Monthly allowances provided to asylum seekers vary 
significantly between countries and according to housing 
conditions. It can go from about €10 for single adults 
housed in reception centres to more than €300 for those 
without accommodation. Typically, the total cost for 
processing and accommodating asylum seekers can be in 
the range of €8 000 and €12 0000 per application for the 
first year, although the figure may be much lower for fast 
track processing.  

Additional support is needed as soon as possible to assist 
recognised refugees to integrate into the labour market 
and society. Such investments will have a positive pay-off 
if they help new arrivals enter employment and start to 
contribute to the welfare system. 

Past evidence on the fiscal impact of refugees (see Box 1) 
shows that net direct fiscal impact of welcoming refugees 
can be relatively high in the short term, but that it will also 
decrease rapidly over time as their labour market 
integration improves. For refugees to realise their full 
potential it will be however important to enable them to 
locate where their skills are the most needed. 

Box 1. Past evidence on the fiscal impact of refugees in 
Australia, Canada, and Sweden 

For many years, the Australian Department of Immigration and 
Citizenship has operated a Migrants’ Fiscal Impact Model (Cully 
2012) that allows for a detailed analysis of the effect of new 
arrivals for the eight main visa categories for permanent 
migration, and the main temporary labour migration visa. This 
model shows that humanitarian migrants have a negative fiscal 
impact during the first 10-15 years but then start to make a 
positive contribution. 

Estimated net impact of immigration on the Australian Government 
Budget, by visa category, 2010–11 

1 2 3 10 20

Family  54 543 212 60 43 201 146

Labour  113 725 747 839 915 1033 1154

Humanitarian  13 799 -247 -69 -62 -12 48

Total permanent  182 067 712 829 896 1221 1349

Entry category
Visa grants in 

2010-11

Net fiscal impact (AUD million)

Period of settlement in Australia (years)

 
Source: OECD (2013) adapted from (Cully 2012) 

In Canada, a new study on social assistance receipt among 
refugees (Lu, Frenette and Schellenberg 2015) shows that 80% 
rely on social assistance shortly after opening their refugee claim 

and that among those whose claims were still open after four 
years, between 25% and 40% were collecting social assistance. 
Several other studies have confirmed the rapid progress of 
refugees over time. An evaluation by CIC (2011) shows that four 
years after the beginning of the social assistance spell, 75% of 
government assisted refugees moved out of social assistance. 

A similar pattern is observed in the case of Sweden where initial 
labour market outcomes of refugees are quite low but progress 
quickly over-time. 

Percentage of employed, by duration of residence in Sweden, Men, 
cohort arriving 1997-99 
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Source : Source: Swedish Public Employment Service (Arbetsformedlingen) 

A recent study by Ruist (2015) estimates the fiscal cost of 
refugee immigration for Sweden. The author shows that the net 
fiscal contribution of the total stock of refugee -and their family- 
was in 2007 equivalent to 1 percentage point of GDP.  

In the main countries affected by the present, large inflow 
of asylum seekers, the additional expenditures announced 
so far have been relatively contained. Germany has 
projected an additional 0.5% of GDP support per annum in 
2016 and 2017, to meet initial needs of the newly arrived 
immigrants and to integrate them in the labour market. 
Austria has projected that spending on refugees and 
asylum seekers will rise from 0.1% of GDP in 2014 to 0.15% 
of GDP in 2015 and 0.3% of GDP in 2016. Sweden, which 
has been a major host country for refugees for a number 
of years, has budgeted for additional spending in 2016 of 
0.9% of GDP per annum, in order to improve the 
integration of newly-arrived immigrants. Hungary, a major 
transit country into the Schengen area, has announced 
additional spending of 0.1% of GDP in 2015, to cover costs 
associated with the new flows of refugees. Since 2011, the 
Turkish government has provided aid to Syrian refugees 
amounting to 0.8% of 2014 GDP. The European 
Commission has announced additional funding of €9.2 
billion to address the refugee crisis over 2015-16 (0.1% of 
EU GDP).  

These additional fiscal measures should provide a modest 
boost to aggregate demand, provided they are not offset 
by budgetary cuts elsewhere, with most of the public 
funds spent on non-tradable goods and services. In 
addition, the marginal propensity to consume of refugees 
is likely to be quite high, given their low income levels.  

The latest edition of the OECD Economic Outlook (OECD, 
2015a) estimates that in 2016 and 2017, these additional 
fiscal measures will provide a boost to aggregate demand 
in the European economies of about 0.1 - 0.2% of GDP. 
These results are in line with the estimates recently 
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Education of the foreign-born with foreign 

education has increased over time in both regions 
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