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Source: Ethan Lewis, “How did the Miami Labor Market Absorb the Mariel
Immigrants?”, Federal Reserve Bank of Philadelphia, 2003.

Figure 4.10

Shown here are real value added in the apparel industry and in high-skilled industries
(measured relative to the city population), in Miami and an average of comparison cities.
- With the inflow of refugees from Cuba in 1980, real value added in the apparel industry
in Miami rose in 1984, and the trend decline of this industry in Miami was slower after

- 1980 than in the comparison cities. Real value-added in Miami in the high-skilled
industries fell faster after 1980 than in the comparison cities. Both of these findings are

consistent with the Rybczynksi Theorem.



CHAPTER 5 B MOVEMENT OF LABOR AND CAPITAL BETWEEN COUNTRIES 161

H »Imm1grahon and Wages in the United States

PERCENTAGE CHANGE IN THE WAGE OF WORKERS WITH EDUCATIONAL LEVEL:

Less Than 12 Years 12 Years 13-15 Years 16 Years or More Overall Average

Part A: Effect of Total Immigration, 1990-2004

¢ Method
Capital and land fixed ~9.0% -2.4% -0.8% -5.0% -3.2%
i Real return to capital fixed ~4.4 1.0 2.2 -0.2 0.3

: Part B: Effect of Illegal Immigration, 1990-2004

Method

Real return to capital fixed -1.9 0.8 0.8 " 08 0.1
This.table shows'the estimated &ffect of immigration on the wages of workers, depending on their educational level. Immigration has the greatest
impact'on warkers with very-low or high levels of education and only a small impact on those workers with middle levels of education (12-15
years) The' lmpact is even smallzr in the long run, when capital adjusts to keep the real return to capital fixed in each industry.

Gains from Immigration

Amount of Immigration

(% of Home labor) Increase in GDP (%)
Part A: Calculation of Home Gains
Study used
Borjas (1995, 1999), U.S. gains 10% 0.1%-0.4%
Kremer and Watt (2006), Household workers 7 1.2-1.4 X
Part B: Calculation of Regional Gains
Study used
Walmsley and Winters (2005),
From developed to developing countries 3 0.6
Klein and Ventura (2006),
Enlargement of the European Union
After 10 years 0.8-1.8 0.2-0.7
After 25 years 2.5-5.0 0.6-1.8 t
After 50 years 4.8-8.8 1.7-4.5
Very long run NA 8
Common Labor Market in NAFTA
After 10 years 1.0-2.4 0.1-0.4
After 25 years 2.8-5.5 0.4-1.0
After 50 years 4.4-9.1 1.3-3.0
Very long run NA 10.5

The results from several studies of immigration are shown in this table. The second column shows the amount of
immigration (as a percentage of the Home {abor force), and the third column shows the increase in Home GDP or
the |n:re_as_e in GDP of the region.

NA: Not avavlab(e ﬁam (he study.

Sources: George Borjas, 1995, “The Economic Benefits from Immigtation, ™ Journal of Economic Perspectives, 9(2), 3-22. :
Gedrge Borjos, 1999, “The Ecanoinic Analysis of Immigration,” in Orley Ashenfelter and Dovid Cord, eds., Handbook of Labor Ecanomcs, :
vol: 34, Amsteidam: North Hollond, pp. 1697-1760. :
Poul Klein.orid Gustovo Ventira, 2006, “Productivity Differences ond the Bynomic Effects of Lobair Mavements,” Uiniversty of Weitern, - .-«
Ontorio ond Peniisylvania Stote. University. N

Hichael Kiemer ond Stan[ey Watt, 2006, The Glabalization of Househoid Production,™ Horvord University.

Terrie Lovise Walmsley, ond L. Aldn- Winters, 2005, “Relaxing the Retrictions on the Temparory Movemenit of Noturof Persons: A =
Simulation Anolysis,” Journat of Economic Integration, 20(4), Deceribei, 688-726.




Real Wage Index

20 A
O H I B T 1
1870-79 1880-89 1890-99 1900-13
o Years
i—o— New World real wage (actual) ——0O— European real wage (actual)

— &— - New World wage without migration —>¢— European wage without migration

Source: Alan M. Taylor and Jeffrey G. Williamson. “Convergence in the Age of
Mass Migration.” European Review of Economic History 1 (April 1997): 27-63.

Figure 4.3

Large scale migration from Europe to the New World in America and Australia closed
the wage gap between the two locations. In 1870 wages in the New World were almost
three times as high as in Europe, whereas in 1910 they were about twice as high.
Migration into the New World also slowed the growth of wages below what would have
occurred otherwise, while allowing slightly faster growth of wages in Europe.
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Production. Workers, U.S. Manufacturiing This diagram
t on workers dwlded by the average wage of productlon .

FIBURETIAE - T ER TR A

Relative 0.5 o« womm e
employment

0.45 -

production worl en.cmp!m in U.S. manisfacturing until lht eﬁrly s; That tread indicates that
firms were hiring fewet production workers relative to nanproduction workere Ourifig the 19905, them
v was a fall'if:thie wtid of nonproduction to prodiction workeis. with 2 léveling off and xlight increase
i most regé A

Scurce: NBER pradictivity database.




PERCENT OF TOTAL INCREASE EXPLAINED BY EACH FACTOR

Outsourcing High-Technology Equipment

Part A: Share of Wage Payments Going to Nonproduction Workers
Measurement of high-tech equipment
As a share of the capital stock

As a share of capital flow
' . 3% 3%
(i.e., new investment)

20%-23% 8%-12%

Part B: Retative Wage of Nonproduction/Production Workers

Measurement of high-tech equipment .
o

As a share of the capital stock 21%-27% 29%-32%

As a share of capital flow .
(i.e., new investment) 12% 99%

able ‘shows the estimated effects of outsourcing and the use of high-technology equipment on the wages eavne?d by
iction (or skilted) workers, Part A focuses on how these two vanables affect the share of wage payments going to
uﬁtion workers. Part B shows how thesé two vanables affect the relative wage of nonproduction workers.

ert (. Feenstro ond Gordon H. Nan:nn 1999, “The Impact of Ouuqumng and High-Technology opitol on Woges: Estimates for the
990, Quarterly Joutnal ol Ecvnomlu 114(3) August, 907-940.
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Relative Wage of Nonproductiod roduction Workess, Mexi -Manufacturilig This
diagrari shows the wage of. nonproductionworkers iri thé manufactunng sector-of Mexico divided
the ‘wage of production-workers. After declining dunng the 1960s. and 1970s, this relative wagé:
began to niove tpward in the mi —19805, at the same tlme that the relative wage of nonprodue
workers was increasing in the United States ee F]gure 756). The re[anve wage in Mexmo coritini
to fise-untit-1994, when NAFTA began : . . .

Sources: Robert (. Feenstra ond Gardin h, Hanson, 1397

Moquiloderas,” Journ3| of-Interriational Economics,
Ineguality: Eviderice from Mexico,” Joutnal.of lnlemalmnal c
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Nonproduction/Production Labor

d Demand for Ncnpmduttlon/Productmnv T of produc"on workers Both the relative wage and the relative
rkéts. in-the1980s- Thig dlagram shows the avérage wage of . employment of nonproduction, or skilled, workers rose in U.5.
yproduction- Workers dw:ded by the averdge wage of produchon '-~manufattunng dunng the 19805, indicating that the relative

kers o the vemcal axys, and on the honzonlal axls the . . demand curve must have. shifted to the right.

" Squr R productivity datobose.




