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Preface

The Center for Global Development (CGD) is a think
tank and policy group focused on the ways that the
policies and actions of the rich world spur or impede the
pace of development in the poor world. Aid, debt relief, more
open markets for developing country exports: these are uni-
versally seen as “development” issues, and they generate, if
not consensus, then at least a fully shared framework within
which debate takes place.

The cross-border movement of people is a different ket-
tle of fish. In an increasingly integrated and liberalized econ-
omy, with more open capital and goods and services
markets, the highly restricted and heavily regulated markets
for global labor are an oddity. Moreover, with huge differen-
tials incomes for equally productive people simply because of
where they live; with international and internal migration
offering individuals one of the few nearly sure-fire ways to
escape poverty, with migrant remittances from rich to poor
countries exceeding foreign aid; and with rich countries
designing immigration policies to selectively attract the poor
world’s most talented and motivated people—with all this it

X1



xii PREFACE

is obvious that international migration and global labor mobility truly are
“development” issues.

Even so, it was and is controversial for the Center for Global Develop-
ment to foster work on international migration for three reasons. First, many
in the development community did not, and do not, regard the movement
of people as “development.” For them, development takes place within coun-
tries or nation-states. The movement of people across borders—no matter
their success in a new setting—is a symptom of failed development, not a
contribution to sustained transformation of the third world.

Second, the politics of labor and migration policy in rich countries are so
hugely contentious that it is reasonable to wonder whether smart new analy-
sis of the issue from a development perspective could lead to better policies.
Anti-immigration sentiment is rising in the United States and Europe. “Glob-
alists” and rich world development advocates, who might otherwise support
greater labor mobility for unskilled workers, hesitate given the potential
negative effects on wages and income inequality in the receiving countries.
And there is understandable ambivalence about the possible risk to poor
countries of the so-called brain drain.

Third, the movement of unskilled or semi-skilled labor across borders
from poor countries to rich countries disproportionately benefits three
groups: those from the poor countries who move to higher wages; the richer
part of the rich country population who benefit from lower wages for labor
intensive services and whose wages are not threatened; and potentially labor
intensive industries located in rich countries. This makes for an odd politi-
cal coalition. Development advocates may have joined with people of faith
to support debt relief, but a “development friendly” coalition of Oxfam and
meatpacking plants in the Midwest is harder to envision.

The topic is too big to be ignored, however. From CGD’s beginnings I
resolved to exploit our advantages of analytic strength and political inde-
pendence to put international migration and labor mobility more firmly on
the global development agenda—even recognizing the limits of our potential
influence on practical policy change. Our work on migration and labor
mobility includes:

—The Commitment to Development Index, which ranks rich countries in
terms of their policies and practices that affect development, “rewards” those
countries with more open immigration policies for unskilled labor and for
students.

—Give Us Your Best and Brightest, by senior fellow Devesh Kapur and his
coauthor John McHale. Published last year, the book documents the grow-
ing competition of OECD countries for global talent, discusses how impli-
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cations for poor countries differ depending on their circumstances, and pro-
poses policies for the United States and other rich countries that respect the
rights of talented people to move while also creating incentives for them to
continue to contribute to their own country’s development.

—An emerging body of work by CGD fellow Michael Clemens on the
impact of emigration on developing countries’ own prospects. His initial
finding that emigration of African health professionals has no measurable
effect on sending countries’ health indicators is already reshaping the think-
ing of analysts and development practitioners. His work is also influencing
U.S. legislative proposals on the issue.

To this solid body of work, I am delighted that we are now adding Let
Their People Come: Breaking the Gridlock on Global Labor Mobility, an
uncommon and exciting book by non-resident fellow Lant Pritchett. Let
Their People Come examines the potentials and perils of greater cross-
border mobility of unskilled labor—within poor world regions and be-
tween rich and poor countries. It is both a scholarly book and a fascinating
read—with lessons for anyone interested in development and the global
labor market, and for everyone interested in international migration more
generally.

Pritchett portrays the cross-border mobility of unskilled workers and their
families as occurring in the midst of a clash of “irresistible forces” and
“immovable ideas.” The irresistible forces include demographics (especially
aging populations in the rich world and the need for young, tax-paying work-
ers to keep the economy running and support retiree pensions) and the
widening income gap between rich and poor countries. The immovable ideas
are the anti-immigration sentiments of a large segment of rich country vot-
ers, who have legitimate concerns about the impact of low-skill migrant
workers on public services, possible security risks, implications of the exist-
ing low-income workers, and potential cultural impacts.

But Pritchett also documents the tremendous gains to be had from greater
labor mobility—gains that far outweigh the risks. All calculations suggest that
even a very modest expansion in labor mobility can lead to economic gains
for citizens of poor countries that far exceed all foreign aid, all the potential
gains to the poor countries from the most optimistic Doha round scenario,
and total debt relief. He makes proposals not for a new “global regime”—a
politically unattainable goal in the foreseeable future—but for bilateral
“deals” between rich and poor countries that set up ingenious arrangements
for labor mobility, which would benefit not only those who cross borders to
work but those they leave behind in sending countries, and those they join
in the receiving countries.
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Perhaps no other domain of the international system reveals that the
world is not flat more profoundly than international migration and global
labor mobility. The world is flat for goods, downbhill for capital, but a steep
uphill climb for workers—especially unskilled workers with the misfortune
of not having been born with the right nationality. No other circumstance
of birth—not race, gender, ethnicity, or parental socioeconomic status—so
completely determines life chances as the nation of birth, essentially because
of border restrictions on the mobility of labor. I feel certain that Let Their
People Come will generate a new round of healthy debate on what should be
seen as a critical and enduring development topic of this new century.

Nancy Birdsall

President

Center for Global Development
Washington, D.C.



Acknowledgments

This work was originally produced while I was on leave
from the World Bank at Harvard University and as a
fellow at the Center for Global Development. Hence,
although I am currently an employee of the World Bank, no
World Bank resources and no time of mine as a World Bank
employee went into this book. Thus, the usual disclaimer
about not reflecting the views of the World Bank or its mem-
ber countries applies with even more than usual force. I
would like to thank Nancy Birdsall for her support; Jeffrey
Williamson for useful correctives; and William Cline,
William Easterly, Michael Kremer, David Lindauer, David
McKenzie, Mark Rosenzwieg, L. Alan Winters, and Michael
Woolcock for helpful comments on a draft of the book. My
daughter, Hannah Pritchett, provided research assistance
throughout, but particularly on chapter 2. Finally, thanks to
Dewi for walking and to Diane for walking and listening.






Let Their People Come






Introduction: Breaking the
Gridlock on Labor Mobility

S ome years ago, Nancy Birdsall was putting together a new think
tank to support work in global development. The group was
to be focused on promoting development, not by giving advice to
poor-country governments—heaven knows, they get enough of
that—but by examining the ways in which the rich countries of
the world could do more (or at the least do less harm). Then as now,
the standard mantra was “Fairer trade, better aid, and debt relief”

At the time, I said that another issue had to join this troika—
labor mobility. The principal way rich countries disadvantage the
poor world is not through unfair trade, or through intrusive and
ineffective aid, or by forcing repayments of debts. The primary pol-
icy pursued by every rich country is to prevent unskilled labor
from moving into their countries. And because unskilled labor is
the primary asset of the poor world, it is hard to even imagine a
policy more directly inimical to a poverty reduction agenda or to
“pro-poor growth” than one limiting the demand for unskilled
labor (and inducing labor-saving innovations). I asked this ques-
tion: Why, when influential policymakers and advocates speak
about “development,” could we not hear a quartet, not just a trio;
to fairer trade, better aid, and debt relief, add more access to rich
countries for unskilled labor.

Little did I know just how right and how wrong I could be. I was
absolutely right that immigration issues would come onto the

1



2 INTRODUCTION

policy agenda. I have been absolutely wrong that (so far) that this could be a
positive thing. As I finish this monograph, the United States is in the throes of
a deep and contentious debate about immigration policy—and a recent
Zogby Poll has “immigration” ranking right after terrorism and the war in
Iraq as a concern among U.S. voters. The United Kingdom has recently
announced policies that, except for EU workers, make access to it much more
difficult for unskilled workers. In the wake of the spring 2006 riots in France,
the interior minister was floating ideas about “toughening” up on immigra-
tion. The “development round” of World Trade Organization talks has almost
no content concerned with increasing labor mobility. The only “pro-immi-
gration” moves are those that expand the welcome mat for the very highly
skilled—computer programmers, Ph.D. scientists, medical personnel. Labor
mobility is in a policy deadlock—it has been growing, but in ways that are
leading to more controversy and conflict.

The rich countries of the world should actively look for ways to increase
the mobility of unskilled labor across their national boundaries. They should
do this primarily because it is the right thing to do, because of the enormous
potential benefits to people who are allowed to move. The rich countries can
allow labor mobility that is both consistent with their own economic interests
and “development friendly”—that is, labor mobility benefiting not only the
nationals but nations. The economics of labor mobility are simple: Because
gains from exchange depend on differences and, in today’s economy, the same
worker can make enormously higher wages in one location than in another, the
gains from moving are obvious. The difficult part is political: How can devel-
opment-friendly labor mobility policies that are politically acceptable to vot-
ers in rich countries be devised? The ideas of rich-country citizens—for
instance, the idea that immigration will harm the poor in rich countries—are
the obstacle to larger mutually beneficial flows of labor between rich and poor
countries. Increased labor mobility will have winners and losers in rich coun-
tries—which is true of nearly every economic policy—and the key is to mini-
mize the perceived losses to the poor citizens of rich countries.

Normatively, I am primarily concerned with raising the well-being of the
world’s least well off—not just the “poorest of the poor” but all people whose
standard of living (which includes monetary and nonmonetary dimensions)
is below that of those below the poverty thresholds of the world’s rich coun-
tries, which is the large bulk of the world’s population (Pritchett 2006). Most
analysis and recommendations about the policies of the rich countries
presume that policies should be informed exclusively by the interests of the
current citizens of those countries (for example, Borjas 1999). But it is
perfectly possible, indeed plausible, that the “best” policy determined by
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the interests of rich-country citizens makes the poor of the world worse off.
I am interested in a different question: What are the policies toward labor
mobility that would be most beneficial to the world’s currently poor (who
nearly all reside in poor countries) and yet are still politically acceptable in
rich countries?! This is presuming at least some small degree of concern for
the rest of the world in the making of rich-country policy—which clearly
exists in humanitarian relief, in support of foreign aid (through both bilateral
and multilateral agencies), in the movement for debt relief, in the granting
of trade preferences, and in some aspects of international peacekeeping. Put
another way, in the range of policies that rich countries are willing to imple-
ment at least putatively to benefit the world’s poor, what is the scope for
development-friendly policies toward labor mobility??

Some simple numbers make the politics of the policy predicament clear.
The industrial world currently transfers something on the order of $70 bil-
lion a year in overseas development assistance.” The magnitude of the benefi-
cial impact of this aid in immigrant-receiving countries is hotly debated, but
let us assume that the voluntary and mainly altruistic transfer of the $70 billion
leads to roughly $70 billion in benefits for poor-country citizens. A recent
World Bank study (2005a) has estimated the benefits of the rich countries
allowing just a 3 percent rise in their labor force through relaxing restrictions.
The gains from even this modest increase to poor-country citizens are $300 bil-
lion—roughly four and a half times that magnitude of foreign aid. What does

1. Note that in discussing “labor mobility,” I am consciously distinguishing labor mobil-
ity, which may or may not even grant access to the recipient country’s labor market, from
“immigration” policy, which addresses claims on political rights or citizenship. Though
these are often thought to be bundled together so that the ability to provide labor services and
full political citizenship are thought of as a single decision, I will argue that policies toward
“labor mobility” and “migration” can, and should, be separated because it will be good for
the poor. Unfortunately, it becomes pedantic to always use “labor mobility” or variants (for
instance, what is the “labor mobility” equivalent of calling an arriving person a “migrant?).
So, unless otherwise noted, “migrant” and “migration” are used in the broadest possible
sense to include all cross-border movement, whereas “immigration” policy refers to those that
may involve eventual citizenship or permanent residency.

2. There are enormous issues surrounding migration within regions in the developing
world that make many countries both senders and recipients of migrants, but I will not deal
with “South—South” flows at all.

3. The World Bank’s World Development Indicators 2005 put the total world flow of
“net official development assistance or official aid” at $58 billion in 1998 and $77 billion in
2003. The Development Assistance Committee put “official development assistance” from
members to part I countries at $69 billion. I say “on the order of” because combining grants
and concessional loans into the net present value of transfer terms is complicated, and not
really necessary for the purposes of this book.
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it cost the rich countries to achieve these massive gains? Actually, according to
these same estimates, the current rich-country residents benefit from this relax-
ation on distortions to labor markets—so the net cost is in reality a net benefit
of $51 billion. It would seem that the choice between spending $70 billion on
foreign aid for an uncertain magnitude of gains versus a policy change with a
net benefit to rich-country residents of $51 billion for gains to the world’s poor
of $300 billion would, naively, be an easy one.* The crude “cost-effectiveness”
of gains to the poor per aggregate cost to the rich country is infinitely larger.
But rather than increasing commitments to expanding labor mobility as a
complement to assistance, one estimate is that the total spent by just five indus-
trial countries on preventing these labor flows is $17 billion (Martin 2004)—a
substantial fraction of what they spend to help others.

It is not puzzling that there is little policy advocacy for increased labor
mobility as a means of benefiting the rich countries. Those who would
oppose relaxing restrictions can easily point out that the purely economic
gains to the rich countries are small—even $51 billion is indeed a tiny frac-
tion of the industrial countries’ aggregate gross domestic product of
$32 trillion—and the social and distributional consequences are mixed. But
what is puzzling is the traditionally deafening silence about rich-country
policies from those who are concerned about the world’s poor compared with
the literatures on aid and trade. The potential gains to poor-country citizens
from even small increases in labor flows are much bigger than anything else
on the international agenda—either aid or trade. Yet institutional, academic,
and popular advocacy from the “development community” has been almost
exclusively about improving financial flows (either more or better) or about
reducing the trade barriers of rich countries.

Of course, pretending this is a puzzle is itself naive; it is really not so
puzzling: National and international politics keep some things on the agenda
and other things off it. But there is nothing unique about the politics of
labor mobility, and nearly all the objections that “explain” why labor mobil-
ity is not on the agenda could be applied to liberalizing trade in goods—but
in other cases do not preclude policy. When the topic of labor movement
arises, some object that some people in rich countries are hurt by allowing
in more labor. That same is true of free trade. The recent campaign to empha-
size the harm done to African cotton growers by cotton subsidies to Ameri-
can farmers acknowledges that American farmers would be harmed by a
reduction in their subsidies—but this is a political obstacle to be overcome,

4. Other estimates, which make different assumptions about rich-country labor markets,
find benefits of $156 billion for a gain of $7 billion to permanent residents of rich countries.
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not a reason to not advocate the reduction in subsidies. Many point out that
increased labor mobility is unpopular with voters—but again, often so is
free trade, yet that is seen as an obstacle to be overcome in the interests of a
desirable policy rather than as a reason to not discuss liberalizing trade. Many
point out that there are “social” consequences of labor mobility—but just ask
anyone from Detroit or Pittsburgh if there are social consequences of free
trade. But again, the consistent response in the case of free trade is for the
advocates of free trade to find ways to address the political objections—
through “safeguards,” through the mitigation of the social consequences,
through international mechanisms that harness national politic interests,
through tireless documentation of the potential gains—in the pursuit of
what the advocates believe are policies that lead to overall gains. The
economics is easy—the gains are there; the politics of policy is hard.

From opening thesis sentence to the conclusion, this brief monograph is
primarily policy advocacy.® The structure is simple. First, I argue that there
are five irresistible forces creating growing pressures for the greater mobility of
persons across national boundaries in search of economic opportunities in
the twenty-first century. Second, these irresistible forces are being held in
check by eight immovable ideas of rich-country citizens, who use coercion to
block cross-national labor mobility. Third, I propose six accommodations,
elements of rich-country policy toward unskilled labor mobility that might
break the policy deadlock and reconcile the irresistible forces and immovable
ideas while still producing policies that are development friendly.

Five Irresistible Forces

The five large and growing forces that make the pressure for mobility across
national boundaries greater than ever before in human history are:

—Gaps in unskilled wages. Wage gaps of between 2 to 1 and 4 to 1 between
immigrant-sending and -receiving countries were sufficient to cause massive
migration flows, even with the conditions of transportation and com-

5. This is not primarily a review of the academic literature about the effects of migra-
tion. Hatton and Williamson (2006) provide an excellent summary of what is known about
the effects of migration in the “first globalization” period before the closing of borders in the
1920s and 1930s. The World Bank’s regular Global Economic Prospects report for 2006 was
devoted to migration, with new estimates of gains, an excellent review of the literature, and a
focus on remittances. The International Organization for Migration (2005) published World
Migration 2005: Costs and Benefits of International Migration, which also has excellent reviews
of the literature on effects and on remittances. For a much broader view of the economic
and social effects of migration, see Massey and others, Worlds in Motion: Understanding Inter-
national Migration at the End of the Millennium (1999).
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munication in the nineteenth century. The real wage gaps between potential
sending and receiving countries are much larger today than a hundred years
ago—often as high as 10 to 1. These wage gaps create pressure for migration
because they are not primarily explained by differences in the characteristics
of people. Wage rates are predominantly characteristics of places: People who
move tend to have earnings much nearer the average wage of the country they
move to than they are from, even in the short run.

—Differing demographic futures. The now-rich countries of Europe and
North America, as well as Japan, have demographic futures that are very dif-
ferent from other countries near them. This is starkest comparing Europe and
its periphery. The labor-force-age population of Italy is forecasted to shrink
from 39 million to 26 million from 2000 to 2050, while the labor-force-age
population of Egypt will expand from 40 million to 83 million—a change
from one Egyptian worker for every Italian worker to three Egyptian work-
ers for every Italian worker. Because it is a fundamental principle for econo-
mists that differences create trade, these increasing differences will create ever
greater pressures for labor flows—both pressures in Europe to accept greater
labor flows and pressures for outward flows in sending countries.

—The globalization of everything but labor. Though migration has
increased, particularly migration to rich industrial countries, the increase in
the mobility of labor has been small compared with the greatly increased
flows of goods, capital, and ideas and communication across national bound-
aries. Globalization has now reached the stage where the economic gains
from the further liberalization in goods or capital markets are impressively
tiny compared with the gains from the increased mobility of labor.

—The rise of employment in “low-skill, hard-core nontradables.” The results
of increased productivity, rising incomes, aging populations, and the global-
ization of manufacturing imply that much of the incremental growth in the
labor force will be in what I call “hard-core nontradables”—that is, services
(nontradables) that cannot be outsourced and that do not require a high skill
level. According to the projections of growth in demand for specific occupa-
tions made by the U.S. Department of Labor, more than half the labor
demand growth in the top twenty-five occupations (5 million jobs) will occur
in this category. Though modern economies will need more computer engi-
neers and postsecondary teachers, they will also need more home health
aides, janitors, cashiers, and fast food workers.

—Lagging growth in “ghost” countries. Chapter 2 presents an important
fifth force for greater labor flows, and it is a chapter all its own because,
though chapter 1 mainly synthesizes existing information, chapter 2 presents
new research. The fifth force for greater labor flows is that there are large
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negative and positive changes in the economic prospects of specific
geographic regions, and these create pressures for migration. Large and per-
sistent declines in labor demand in a region, perhaps because of technical
changes in agriculture or changes in resources, create two possibilities, which
I call “ghosts” or “zombies.” If labor is geographically mobile and hence labor
supply is elastic, then large declines in labor demand will lead to large out-
ward migration—the process that created “ghost towns” in the United States.
However, if labor demand falls in a region and labor is trapped in that region,
by national boundaries for instance, the labor supply is inelastic and all the
accommodation has to come out of falling wages. A region that cannot
become a ghost (losing population) becomes a zombie economy—the econ-
omy might be dead, but people are forced to live there.

Chapter 2 presents evidence from comparisons of countries of the world,
from regions of the United States, and from historical experiences that there
are in fact large, region-specific changes over time in labor demand and that,
when migration is possible, this creates massive migration flows. The chapter
then also illustrates how large the pressures for outward migration due to the
actual population exceeding the “desired” population might be. One concrete
example illustrates the point. There is a contiguous collection of counties in
the Great Plains region of the United States that had more than a million people
in 1930 and whose absolute population in 1990 had both fallen by 27 percent
and was also only 36 percent of what it would have been without outward
migration. But with this outward migration, per capita income has grown at
roughly the rate of the rest of the United States. In contrast, Zambia’s per capita
income peaked in 1964, and in 2000 was only 60 percent of its peak. But dur-
ing that same period, its population has grown from 3.5 million to 10 million.
It is not really difficult to believe that the negative shocks to Zambia’s economy
have been as large as those of the U.S. Great Plains region and that if labor
were mobile, the population dynamics would have been similar. Even if Zambia
were to adopt policies that resume growth, the pressures for outward migra-
tion would still be enormous—the population of Zambia would be only a
fourth its current level if its outward migration matched that of the Great Plains.

Eight Immovable Ideas

These five powerful forces for the greater movement of people have created
some increases in migration, but only a small fraction of the potential, and the
mobility of people across national boundaries is held in check by ideas. Let
us not be squeamish: The real barrier to the movement of people across
national boundaries is coercion—people with guns stop them. The fact that the
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coercion is civilized, legal, and even polite should not prevent us from nam-
ing it coercion. This exercise of nation-state coercion to prevent labor flows is
under the complete and total control of the democratic processes in rich coun-
tries. Hence the real barriers to increased labor mobility are the ideas of these
rich countries’ citizens. There is no question that in nearly all rich countries
migration is very unpopular—in a number of opinion surveys, fewer than one
in ten people in many countries belonging to the Organization for Economic
Cooperation and Development favor increased migration.

Chapter 3 reviews the eight ideas that underpin resistance to increased
labor flows. These ideas appear immovable because they are difficult and
painful to address head-on, and nearly everyone would prefer to not explic-
itly confront them because they often go to very fundamental notions of
justice and equity. I argue that many of these ideas are myths, in that they
are symbolic narratives that rationalize actions often taken for very different
reasons. The eight ideas are:

—Nationality is a morally legitimate basis for discrimination. Nearly every
modern polity is now built around the notions of fairness and equity. Now,
after centuries of struggle, it is widely regarded as morally illegitimate to limit
people’s life chances because they were born a woman, are of a minority race
or ethnicity, were raised in a certain religion, or have a physical disability. And
yet, as chapter 3 documents, the single largest factor affecting a person’s life
chances is the country in which he or she is born—this dwarfs gender or
race or parents’ socioeconomic status as a determinant of well-being. The
notion that the differences in life chances resulting from being born in Mali
or Nepal are morally legitimate is central to limiting migration.

—There is a moral perfectionism based on proximity. The second idea that
underpins resistance to labor mobility is that proximity or physical presence
in the same political jurisdiction is all that matters for moral obligations. As
long as a specific Haitian is suffering while physically in Haiti, the moral oblig-
ation of the United States is nothing, or next to nothing. If that same Haitian
manages to arrive on the soil of the United States, the moral obligation to that
specific person increases almost infinitely. At the same time, it is perceived as
moral to deploy violence to prevent that Haitian from setting foot on American
soil by, for instance, interdicting his or her boat in international waters. All the
countries with the highest ratio of foreign-born population legally (and in
every other way) treat their guest workers as “second-class citizens.” The uncom-
fortable fact is that this lack of a moral concern that depends on physical loca-
tion—particularly the fact that the moral concern is always low—makes the
workers better off. The oil-rich Gulf states have a ratio of foreign-born to domes-
tic population larger than most European countries by an order of magnitude;
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and while in these countries, the guest workers do not acquire any citizenship
claims at all. So the fact that the typical Gulf state citizen feels no moral oblig-
ation to a Bangladeshi if they are in Bangladesh and no moral obligation to
the Bangladeshis even if they are physically in the Gulf state makes the
Bangladeshis much better off because they are allowed access to the Gulf state’s
labor market in quantities that would be unthinkable if they had to be treated
politically as equals. Though free immigration that includes the acquisition of
citizenship rights and the modern welfare state might be incompatible, greater
labor mobility and the modern welfare state are not.

—“Development” is exclusively about nation-states, not nationals. The third
idea is that “development” must be only about the fate of those who remain
within the borders of their nation-state. Not surprisingly, given that interna-
tional organizations are precisely that, the interests of nation-states dominate
global forums. Because the primary benefit of labor movement accrues to the
person who moves rather than to the sending or receiving nation-state, if
“development” is about the living standards of nationals, then labor mobil-
ity is obviously a desirable policy for development. However, if one construes
“development” to be only about the interests of nation-states, then “migra-
tion” is often perceived as something to be minimized or eliminated. The gov-
ernments of nation-states have, for a variety of reasons, much more interest
in what happens to the incomes of the people (and firms) that reside within
the geographic space they control than in the well-being of all “nationals.”
This leaves the international system and all its agencies (whose members are
typically nation-states) almost exclusively concerned with what happens
within national boundaries. It is easy to find out from a stream of data sets
emanating from international organizations about the well-being of indi-
viduals who now live in Jamaica, El Salvador, Armenia, or Ukraine. But what
is the average income or well-being of Jamaicans, Salvadorans, Armenians,
or Ukrainians (defined as either those born in those countries or those that
self-identify with them)? No one knows.

—Labor movements are not “necessary” (or desirable) to raise living stan-
dards. The fourth idea that underpins restrictions on labor mobility is the
notion that it is not really necessary for development. In particular, two ideas
take labor mobility off of the table. One is that the movement of people is
unnecessary because trade in goods can lead to the equalization of wages—
factor price equalization—without it. The second is that movements of
capital—either as aid or private capital flows—can substitute for the move-
ment of people in equalizing wages across countries.

In addition to the ideas about what is normatively “right,” there are also
the politically much more important ideas about how migration affects the
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self-interest of rich-country voters. Four important notions underpin the
resistance to increased labor mobility based on self-interest:

—Increased migration of unskilled labor will lower wages (or take jobs away
from natives) and worsen the distribution of income in the receiving countries. One
influential idea that limits migration is that increased flows of unskilled labor
will be bad for the unskilled labor already in the country. Unlike many of the
other ideas, this idea—grounded in simple demand and supply—is almost cer-
tainly true. But though this is an enormous concern and needs to be addressed
directly, it does not preclude well-designed, development-friendly labor mobil-
ity policies. The economists’ usual response to distributional arguments against
efficient policies is “instruments to targets,” and for economists to resist migra-
tion on this ground while advocating free trade is intellectually inconsistent.
Second, this is only true if the impact is not mitigated—any serious proposal for
increased migration needs to address the distributional effects head-on.

—DMovers are a fiscal cost because they use more services than they pay in
taxes. A common fear is that newly arrived immigrants will use more public
services than they will pay for in taxes and hence constitute a fiscal burden.
Whether this is true or not is a complex question, but it does inspire anti-
migrant policies, such as those aimed at limiting access to services for
migrants or their children.

—Allowing movement across borders creates risks of crime and terrorism.
Obviously, in the wake of not just the tragic events of September 11, 2001, in
the United States but also the train bombings in Madrid of March 11,2004, and
the July 7, 2005, subway and bus bombings in London, the terrorism implica-
tions of cross-border movements of people are a first-order issue. No pro-
posal that does not take into account these security concerns (as well as
concerns about street crime) is going to be politically viable in the near future.

—“They” are not like “us”—culture clash. Perhaps the main political
driving force against increased migration is the cultural argument that allow-
ing the physical presence of others who do not share the same value systems
would undermine the “cultural cohesion” of the existing society.

Six Accommodations for Politically Acceptable,
Development-Friendly Migration

Because the main forces blocking increased labor mobility are ideas, the most
important agenda is to develop ideas—proposals for the national and inter-
national agendas that create development-friendly policies toward migration
and create sustained pressures for the adoption of these proposals. Chapter
4 proposes six “accommodations”—aspects of proposals for greater labor
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mobility that are both politically acceptable to voters in rich countries and also
development friendly. I argue that these six accommodations are necessary
because the two major existing trends in migration policy are either not
development friendly or are not likely to be politically acceptable.

As documented in Kapur and McHale’s Give Us Your Best and Brightest
(2005), one trend in migration policy in countries belonging to the Organi-
zation for Economic Cooperation and Development is a move toward
restricting migration or, if continued or increased levels of migration are con-
templated, adopting policies that lead to “higher-quality” immigrants by
placing more emphasis on skills. Though this emphasis on the contribu-
tions of potential migrants can lead to greater political acceptability (in part
because it avoids downward pressure on unskilled wages), it is almost cer-
tainly less “development friendly” than allowing greater numbers of less-
skilled migrants. There are obvious benefits to “brain circulation” that might
offset the traditional fears of “brain drain,” but it is almost certainly the case
that if rich countries choose exclusively those migrants of higher productivity
and grant them permanent status, this pattern of the “three Rs” (recruitment,
remittance, and return) is less favorable for the migrant-sending countries
than policies emphasizing remittances and return.

The other potential trend is toward bringing labor mobility under the World
Trade Organization (WTO). I argue that the existing WTO is unlikely to be
the focal point for substantially increased flows of unskilled labor. The princi-
ples that make the WTO (and its predecessor, the General Agreement on Tariffs
and Trade) a good forum for negotiating reductions in trade barriers—most-
favored-nation policies, price-based interventions in trade, and reciprocity—
lead to politically unacceptable outcomes when applied to labor mobility.

A politically acceptable and development-friendly scheme for labor mobil-
ity should include six features:

—Bilateral, not general multilateral, agreements. These agreements will be
between pairs or small sets of countries. There is little or no prospect for bind-
ing multilateral commitments or open arrangements. For security as well as
historical and “culture clash” reasons, most host countries will engage in agree-
ments that include only selected nationalities (and ration among those).

—Temporary status for labor mobility. The tide has turned toward using
skills as a criterion for immigration policy (those admitted permanently)—
with many countries adopting policies intended to decrease the number of
unskilled or low-skilled migrants (by reducing “family reunification” and asy-
lum as modes of immigration). Hence the best hope for the increased admis-
sion of unskilled labor is labor mobility through temporary agreements—in
spite of the risks this entails for political backlash.
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—Rationing, using specific quotas (by job and perhaps region). Although econ-
omists would nearly always prefer prices over quantities as a means of regulation,
politically only carefully controlled numerical allocations that use deliberative
mechanisms to address fears of “taking away jobs” are likely to succeed.

—Enhance the development impact on the sending country. Because migra-
tion in the first instance benefits nationals while many conceive of develop-
ment as about nation-states, development-motivated labor mobility policies
should include ways of enhancing the perceived development impact. One
objection must be addressed: In bringing labor mobility onto the develop-
ment agenda, the maximum additional labor that would be accommodated is
so small that the benefits would be concentrated on only a few citizens of
poor countries, like a labor lottery.

—Involvement of the sending country in enforcement. One major concern of
any scheme for temporary migration is that liberal democracies are incapable
of adequately enforcing such agreements unilaterally. Sending-country coop-
eration can greatly assist in making temporary schemes feasible.

—Protection of the fundamental human rights of migrants. This is not an
“accommodation” but also a fundamentally desirable feature of any program
for labor mobility. No one is more vulnerable than a person far from home
who does not understand the language and the legal system, and who is often
outside any social support network (because migrants often work alone) and
is seen as ripe for exploitation by employers and traffickers. To be politically
acceptable in rich countries, programs need to emphasize that people com-
ing to perform unskilled labor are not making “tragic choices” from economic
desperation (as they at times are when migration is made illegal) but are
making positive choices in which their dignity and rights are maintained.

In discussing how the wealthy countries of the world can assist in the devel-
opment of the rest of the world, the policy agenda has often been dominated
by aid and trade. In fact, there is a sense that some hope more generous aid
and freer trade could make migration—which is politically a much more highly
charged issue—completely unnecessary. Migration policies in some instances
are even perceived to be working against development goals. But after half a cen-
tury of aid-centered development policies and programs combined with a grad-
ual but now nearly complete “globalization of everything but labor,” the global
system should now be ready to bring labor mobility fully onto the agenda. For
this to produce positive outcomes, there must be sustained attention to the
design and implementation of schemes that can accommodate the mounting
irresistible forces against the immovable opposition of rich-country citizens’
ideas.



Four Irresistible Forces
for Increased Labor Mobility

Four irresistible forces today cause observed increases in
labor mobility—and each promises to become even more
powerful in the future. These forces are wage gaps, demo-
graphics, “everything but labor” globalization, and the ser-
vices future of labor demand in industrial countries. A fifth
force—rapid and massive shifts in the desired populations of
various countries—has the next chapter to itself. Four pre-
liminary observations are useful:

—The current differences in unskilled wages, or wages
adjusted for skill, are more than twice as large as those that set
the world in motion in the late nineteenth century. This wide
divergence of the incomes of the poorest and richest countries
has created enormous wage gaps for both skilled and unskilled
labor, and the migration pressure in these gaps is almost cer-
tain to increase.

—A fundamental principle of economics is that differ-
ences create opportunities for exchange. The rich countries,
particularly the European nations and Japan, have embarked
on a historically unique demographic trajectory of increased
longevity and fertility rates below the level of population
replacement. During the next half century, this will produce
ratios of the retiree-age population to the labor force—age
population unlike those ever experienced. At the same time,

13
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these countries’ geographic neighbors are projected to have large and grow-
ing populations of youth. This difference in potential labor will produce
another irresistible force for increased labor mobility.

—Unlike the first era of globalization, the post-World War II era has been
an experiment in “everything but labor” globalization. But once everything
else is global—communications, financial flows, ideas, goods—the losses
from cross-border mobility to the mover become smaller and the gains from
increased labor movements become more and more obvious—and less and
less possible to resist.

—The gains in employment in rich countries are increasingly in service
sectors that are “hard-core” nontradables—for example, personal services
like haircuts and home health care and truck driving. Although “outsourc-
ing” as a new phenomenon has received the lion’s share of attention in recent
years, [ argue that it will remain quantitatively much smaller than the services
that require physical presence.

Irresistible Force One: Large and Increasing
Wage Gaps across Countries

Although people make complex choices about where to move that depend on
many social, cultural, and familial factors, if all else is equal, an increase in the
gap between what people earn where they are now and what they could earn
by moving increases the pressure for mobility. With sufficiently low incomes,
people may not be able to afford to move so that increased gaps—particularly
if they result from falling incomes of the poor—may not result in increased
mobility. This may also mean that decreases in the wage gap as a result of
increases of the incomes of the poorest countries may actually result in greater
realized labor mobility.

However, before addressing that complication, let us review evidence of
three types, which lead from the familiar (differences in income across coun-
tries) to the relevant (gaps in wages for the same worker across countries,
adjusted for education and skills). First, the massive historical increase in the
income gap between rich and poor countries means that the gaps in income
across countries are now much larger than gaps within countries. Second,
massive income gaps could potentially reflect differences in capital or rents to
resources rather than wages, but the current gaps in unskilled wages (either
in nominal terms or adjusted for purchasing power) between many potential
immigrant-sending and -receiving countries are substantially larger today
than in the “age of mass migration.” Third, income or wage differences across
regions create mobility to the extent that people can change their earnings
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by moving. It is possible that cross-national differences in wages are entirely
explained by cross-national differences in worker characteristics, such as edu-
cation, and hence are irrelevant for worker mobility. But, in fact, nearly all of
the earnings gap between workers in poor countries and rich countries
appears to be due to their location, not their personal characteristics.

Divergence and Income Gaps across Countries

The typical person in a rich industrial country lives better in material terms
than any king or duke or the wealthiest financier in 1820 or even 1870.! The
suburban chariot—the ubiquitous minivan—provides safer, faster, and more
comfortable travel than the grandest carriage ever built. Cellular telephone
owners can pull from their pocket a device that can communicate more
quickly and reliably with any corner of the globe than anything available to
the most powerful world leader in 1900. Nearly every house in the developed
world has flush toilets connected to an amazing system of waste treatment and
disposal that eliminates the stench and disease that afflicted even the wealth-
iest in the nineteenth century. In the age of digital recordings, people have
access to a wider variety of better-performed music anywhere they travel than
the richest of courts could ever provide. Health conditions have improved
enormously so that nearly every child in the industrial world is born with a
better chance to reach adulthood than the richest could achieve.?

This enormous transformation has been brought about by the gradual, but
cumulatively explosive, improvement of material well-being in those coun-
tries at the top of the world distribution of income. According to conventional
measures, output in most of the currently industrial countries has grown
steadily at about 2 percent a year at least since 1870—so that today average
incomes are ten to fifteen times higher (Maddison 1995). However, not all
countries have participated in this growth. In many countries, incomes are
still very low—not only lower than those of the industrial countries today but
also lower than the industrial countries’ level in 1870. The combination of
steady growth at the top with many countries lagging at the bottom has

1. I emphasize “material” because there are many ways in which the human condition is
unchanged or has changed for the worse. I am not convinced people are nobler, braver, more
moral, or imbued with a deeper artistic and sense of the humane today than historically (and
I'am convinced I personally do not possess these compared with persons in the past in the rel-
ative abundance that I possess better lawn mowers). Moreover, while science has progressed,
the loss of metaphysical certainty and the concomitant sense of personal security and social
identity have both pluses (more tolerance of deviation) and minuses.

2. Not only do I not have to worry about infectious diseases and epidemics, but genetic
defects that are easily operable today would have killed the children of even the most favored.



16 FOUR IRRESISTIBLE FORCES

Figure 1-1. Inequality in Incomes over Time, Showing Trend from
Differences of People within Countries and Differences across Countries,
1800-2000
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Source: Bourguignon and Morrison 2002.

caused a historical “divergence big time” (Pritchett 1997). The ratio of
incomes between the top and bottom countries has increased from 10 to 1 in
1870 to something like 50 to 1 today.

Bourguignon and Morrison (2002) have undertaken the heroic exercise of
examining the evolution of the personal distribution of income over a very
long time scale. Their estimate is that in 1820 only about 10 percent of the dif-
ferences in incomes among all individuals in the world were due to differences
in average incomes across countries.> In 1820 it did not really matter that
much whether one was a peasant in England, India, or Ethiopia—Ilife was
hard, and the gap within each country between the rich and poor was sub-
stantial. But most of the inequality in the world today is because of differences
in incomes across countries, because the fraction of the world’s income
inequality that is accounted for by differences across countries has grown from
10 to 60 percent and remained at this level (figure 1-1).*

3. Actually, due to the lack of availability, they divide the world up into groups of coun-
tries. The “across”-country gap would be even larger for actual countries.

4. According to their calculations, this ratio has held steady in recent periods, which,
because their estimates are of the personal distribution of income and hence are population
weighted, is consistent with the rapid growth in China and India (Sala-i-Martin 2002).
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This gap in incomes across countries has, in most regions of the world,
continued to grow rather than shrink. While the two largest countries, India
and China, have grown faster than the average for countries belonging to the
Organization for Economic Cooperation and Development (OECD) and
hence converged on the leaders, many countries have seen the gap between
their income and that of the leaders grow larger in recent decades. This
growing gap is a feature of many bilateral relationships between potential
immigrant-recipient and -host countries. Figure 1-2 shows the evolution of
the ratio of per capita gross domestic product (GDP; this time, in exchange
rates adjusted for purchasing power parity, or PPP, so the ratios are much
higher but unaffected by trends) between various pairs of countries linked by
proximity or historical or cultural ties. Mexican output per person peaked at
50 percent of the U.S. level but fell back to about 40 percent, where it had been

Figure 1-2. Evolution of the Ratio of Per Capita Gross Domestic Product
(GDP) between Pairs of Countries Linked by Proximity or Historical or
Cultural Ties, 1955-2000°
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in the 1950s. The Philippines’ output per person has fallen from almost
80 percent of Japan’s output in the post—-World War II period to about 30 per-
cent today. Morocco’s output per person has fallen gradually, but steadily, to
only 25 percent that of France. Note that while the largest country, India, is
booming, its level of output per person has reached only 10 percent that of
the United States—and a fourth that of Mexico.

Gaps in Wages

Gaps in income per capita across countries are only suggestive of migration
pressures, because the relevant question for a worker is the difference in wages
that he or she would earn in the two countries. We will start looking into this
with cross-national differences and then move to direct comparisons. Using a
recent data set on wages and hours in the industrial sector across countries
(Rama and Arcetona 2002), one can create comparisons of wages per hour
in industry across countries. Unadjusted for PPP, wages differ enormously
between the OECD countries and the low-wage countries near the OECD
countries. In these data from the late 1990s, wages in Japan are $13.32 an
hour, compared with 13 cents an hour in Vietnam—a ratio of 100 to 1. Wages
in the United States are $13.64 an hour, versus 76 cents an hour in Guatemala,
a gap of 18 to 1. Even comparing an OECD country like Spain with a middle-
income country like Morocco, industrial wages differ by a factor of 7
(figure 1-2).

Comparing wages at official exchange rates is not the right comparison for
considerations of labor movement, for two reasons. First, prices tend to be
lower in poorer countries, and hence official exchange rates overstate dif-
ferences in the value of consumption from an hour’s wage for a worker. Sec-
ond, moreover, comparing the “industrial sector” across two countries’
workers is problematic because the countries’ sectors differ in composition
and skills. Because the PPP calculations often seem opaque, a simple example
helps illustrate the realities of the comparison of wages based on their pur-
chasing power in command over consumer goods. How many minutes of a
construction laborer’s work are required to purchase a kilogram of wheat
flour? While an American construction laborer works less than 4 minutes to
earn enough to buy a kilogram of flour, it takes a Mexican worker more than
1 hour and an Indian construction worker just under 2 hours.

What do the fully corrected PPP comparisons suggest are the wage gaps
across potential migration partners? And how would we know if these gaps are
“big enough” to overcome the many frictions to labor movement? It is well
known that in the period of open migration in the nineteenth and early twen-
tieth centuries there was massive labor mobility. Though it is difficult to make
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Figure 1-3. Ratios of Wages of Immigrant-Sending and -Destination
Partners during the Era of Mass Migration Compared with the Ratios of
Wages of Potential Sending and Destination Partners Today*
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a. Ratios of wages adjusted for purchasing power parity, or PPP, of the United States and its
migration partners in 1870 and pairs of countries in the 1990s.

real wage comparisons,’ it appears that the wage differentials that set in motion
the mass migrations in the late nineteenth century are substantially smaller
than the current gaps in real wages between potential migration partners.
Figure 1-3 compares the ratios of PPP-adjusted wages of immigrant-sending

5. We are comparing the O’Rourke and Williamson (1999) real wages of unskilled
laborers—often taken from data on the building trades and adjusted for prices—with the
wages in all the industrial sectors in the 1990s adjusted for purchasing power parity (PPP)
using the price levels from the Penn World Tables 6 (http://pwt.econ.upenn.edu/). There are
many reasons why these two—historical data on wages of unskilled laborers and current data
on industrial wages adjusted for PPP—are not perfectly comparable.
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(Ireland, Italy, Sweden, Netherlands) and the United States partners during
the era of mass migration with the ratios of wages adjusted for PPP of poten-
tial sending and destination partners today. The wage ratios between Japan and
Vietnam (9.1 to 1), the United Kingdom and Kenya (7.2 to 1), or the United
States and Guatemala (6.1 to 1) are substantially larger today than the histor-
ical ratios between the mass senders and the United States (Ireland, 2.3 to 1;
Sweden, 4.1 to 1). In many ways, figure 1-3 is central: We know that the wage
gaps in the late nineteenth and early twentieth centuries were sufficient to set
the world in motion in an era of open borders. Yet the real wage gaps today
across countries dwarf those of the era of mass migration.

What Do Migrants Earn When They Move?

Wage differences create pressures for labor mobility to the extent that they
reflect differences in earnings potential for the same individual. The existing
literature suggests that nearly all the differences in wages between individuals
in rich and poor countries are explained by the location of the worker, not
their personal characteristics. When workers move, their earnings look much
more like the earnings of workers in the country they move to than where they
moved from.

Thousands of empirical studies of the determinants of individual earnings
have established that individual characteristics like education, labor market
experience, physical strength, and even birth weight correlate with earnings.
But on reflection, two points are obvious. First, given the magnitudes of these
estimated effects within national labor markets, these forces can explain only
a tiny fraction of observed wage gaps across countries. That is, given the sim-
ple Mincer earnings specification that schooling increases earnings propor-
tionately and that the wage increment to a year of education is something like
10 percent,® then the ratio of the wage of a person with twelve years of school-
ing to someone with only six years (a primary education) is 1.8—compared
with the national wage ratios in industry (which almost certainly substantially
understate average national wage gaps overall) of 6 or 9 to 1. So whereas some
of the wage gaps are explained by differences in observed individual charac-
teristics, the differences in observed characteristics and the gaps these cause
in national labor markets cannot come close to explaining the differences
across nations.

Second, when wages are compared by educational level, then wages of
immigrants look quite similar to those of natives with a similar education—
and completely different from those with the same education in their coun-

6. This is near the average of the existing empirical studies (Pritchett 2004b).
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try of origin. Table 1-1 presents just one illustrative example, comparing earn-
ings of Salvadorans in El Salvador and in the United States. The ratio of wages
of Salvadoran male workers with a secondary degree in the United States is
exactly the same as the average for the U.S. population, whereas it is 8.5 times
higher (unadjusted for PPP) than for workers with the same degree in El Sal-
vador. This is just confirming the obvious, which is that the U.S. and Sal-
vadoran labor markets are integrated within borders, so that equivalent
workers make the same amount, while they are sharply separated by national
borders, so that equivalent workers on different sides of the border can make
completely different amounts.

More telling still, recent data on the earnings of migrants before and after
migrating show that when they move, their wages are almost identical to those
of workers in the country they move fo and almost nothing like those in the
country they move from. Jasso, Rosenzweig, and Smith (2003), using data on
worker earnings before and after immigration to the United States, show an
increase of $17,000 to $37,989 (in PPP) for the same worker—or, in other
words, wages nearly double just by moving across the border.”

This is not to argue that new workers make immediately 100 percent of
what equivalently educated and trained native workers make. There is a large
economic literature on how quickly the wage gap between immigrant and
native worker closes (if at all). The older conventional wisdom was that wage
gaps closed almost entirely quite quickly, but this is being challenged by newer
studies that find more persistent gaps, particularly with some ethnic groups.
But by using data only from the host country (for example, the United States),
one can easily miss the point about labor mobility pressures. That is, suppose
that wages of workers with less than a high school education converged to
only 80 percent of those of native workers with the same level of schooling.
Though these may be interesting for a number of reasons for economic and
social conditions in the United States, it still may be true according to simple

7. Of course, this still does not account for the fact that migrants are self-selected and
hence the income gains might be overstated as more ambitious or able people move, so even
comparing the wage before and after may overstate the gains of moving the “typical” worker.
A study using a lottery for Tongans moving into New Zealand (McKenzie, Gibson, and Still-
man 2006) found that (1) comparing wages in the two countries overstated the income gains,
and (2) in fact the “before and after” overstated the “true” income gains. But the “true” pure
income gains estimated using the “natural experiment” of a lottery was a 263 percent gain for
the Tongans who moved. Of course, whether this “experimental” estimate of the gains of mov-
ing a typical Tongan or the observed “before and after” is relevant depends on whether one is
interested in local average treatment effects (relevant if the current system expands at the mar-
gin so the incremental migrant is self-selected) or some average treatment effect (relevant only
if one were going to allow a lottery to determine movement or a nonmarginal expansion).
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Table 1-1. Earnings of Salvadorans with Equivalent Levels of Education in the
United States and in El Salvador

Average annual
earnings of male Ratios of earnings
workers (dollars) of those workers
Average
annual earnings
of male workers Salvadorans
aged 25 to 40 in El Salvador ~ Salvadorans
Level of in El Salvador ~ Salvadorans U.S.  /Salvadorans in U.S./
education (dollars)* in U.S average in U.S. U.S.average
None 2,289 16,686 10,243 7.3 1.6
Completed 1,263 18,529 7,106 14.7 2.6
primary
school
Completed 2,669 22,611 22,087 8.5 1.0
secondary /
high school
degree
University 9,246 27,893 38,363 3.0 0.7
degree

Sources: Calculations from 2000 U.S. Census; 2002 Encuesta de Hogares de Propositos Multiples
(National Household Survey) for wages in El Salvador.
a. 2002 dollars not adjusted for purchasing power.

arithmetic that movers have enormously higher wages in the United States
than in their home country. Just using round numbers, if wages for unskilled
labor are $10 an hour in the United States and $2 an hour (adjusted for PPP)
in another country, then even if newcomers only ever make 80 percent of the
U.S. level, the wage is $8 an hour, which is four times higher than wages in the
country of origin, something that can never be revealed using only U.S. wage
data comparisons.

Gaps as a Force for Migration

The gaps between what workers make in one country and another is clearly
an irresistible force impelling greater labor mobility across national bound-
aries. The migrations from Europe to the areas of recent settlement—the
United States, Canada, and Australia, as well as Argentina and Brazil—in the
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era of open migration (among these countries) are well documented. In the
forty years from 1870 to 1910, labor flows were truly massive for the receiv-
ing countries and for some (but not all) of the sending countries. The increase
in the size of the labor force due to migration was 21 percent for the United
States, 40 percent for Australia and Canada, and 80 percent for Argentina.
Conversely, the cumulative impact of migration was to decrease the size of the
labor force in Norway and Sweden by respectively 22 and 18 percent, in Italy
by 29 percent, and in Ireland by 41 percent (table 1-2).

Workers who are “unskilled” by rich-country standards, that is, who have
little education, can earn enormously more by working in a rich country than
in nearly any poor country. The wage gaps in the world today are at histori-
cally high levels. The massive migrations of the nineteenth century were pro-
pelled by wage differentials between sending and recipient countries of
between 2 to 1 (United States / Ireland) and 4 to 1 (United States / Italy, United
States / Sweden). Today there are PPP-adjusted differences among workers in

Table 1-2. Migration in the Era 1870-1910°

Percent
Adjusted net migration Adjusted cumulative

Country rate labor force impact on the labor force
Argentina 13.95 75
Canada 8.22 39
Australia 7.85 37

United States 4.78 21
Belgium 1.98 8

Brazil 0.88 4

France -0.12 0
Germany —-0.86 -3
Netherlands —-0.71 -3
Portugal -1.26 -5

Spain —-1.38 -5

United Kingdom -2.67 -10
Denmark -3.2 -12
Sweden —4.99 -18
Norway —6.24 =22

Italy —8.54 -29

Ireland —-13.35 —41

Source: Hatton and Williamson 1998.
a. Mligrants as a fraction of population based on per 1,000 migrants per year in the labor force.
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the industrial sector between potential sending and recipient countries (based
on geographic proximity or historical ties) of 6 to 1 (United States / Guatemala),
7 to 1 (United Kingdom / Kenya), or even 9 to 1 (Japan/Vietnam).® If a wage
gap of 4 to 1 between the United States and Italy in 1870 was sufficient to cre-
ate a migration that reduced population by 30 percent over a forty-year
period’>—even when transport costs were higher, travel was more dangerous,
and communication with loved ones left behind was much more expensive
and less reliable—then it is at least plausible that the existing wage differences
indicate potential forces for substantially larger labor movements than those
currently observed.

There are two major caveats to this use of the gaps in wages as an index of
the irresistible force for migration, both of which are important but neither
of which undermines the basic message of large and increasing labor move-
ments. First, there is a distinction between the pressure for labor movements
and the propensity to move. Though the pressure for migration might be a
monotonic function of the gap in a worker’s wages between two locations, the
propensity to migrate depends on the worker’s ability to actually undertake a
long-distance move. If there are large fixed costs to migration and borrowing
to finance these costs is costly or impossible to arrange, then the poorer and
destitute cannot afford to move (Faini 2001). Much, though not all, of the
empirical literature examining actual movements within and across coun-
tries, and using the historical data (Hatton and Williamson 2006), is consis-
tent with the view that the propensity to migrate at first rises with rising
income. As incomes increase from very low levels, more people are able to
respond to the pressure for movement and actually move.

8. Aslarge as these differences are, there are two ways in which they likely understate the
relevant comparison for many migrants, for three reasons. First, these are comparisons
between industrial workers in both locales and hence probably understate the average wage
gaps economywide as workers in agriculture or informal services in developing countries
make much less than industrial workers, a gap that is much smaller in a developed economy.
Second, even the adjustment for PPP is not enough; and even if PPP wages were equal, the
worker in the poor country has a “better” lifestyle in material terms. Comparisons of non-
money measures of well-being (health, education) or of food share, however, do not suggest
that the PPP comparisons are wildly wrong, as the nonmoney metric indicators suggest lower
standards of living for the relatively well off in poor countries than for the poor in rich coun-
tries (Pritchett 2006). Third, adjusting wages for PPP assumes that the relevant prices are in
the country in which the wage is earned—but if a worker is remitting, say, a third or half of
his or her income for consumption of household or family members at home, then part of the
wage is buying consumption at the lower prices of the country the worker comes from and
hence household utility is higher.

9. This also assumes similar ratios for other countries receiving Italian migration.
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How does the introduction of the absolute level of wages of the potential
migrant as an additional factor in the pressure of a wage differential between
locations in the overall propensity to migrate change the basic story? This obvi-
ously complicates scenarios for the future, for one now has to think of the
effects of wage growth in potential sending countries both as it affects the
threshold and as it affects the wage gap. For the poorer countries, where wage
gaps are large, there are three scenarios. First, wages fall in absolute terms,
which leads to an increase in pressure but reduces the capability to move.
Empirically, this could go either way. Second, wages rise, but less than those in
rich countries. In this case, the two effects reinforce each other as the slow wage
growth gives more and more people the capability to move while the wage gap
increases the pressure. Third, wages are rising more than in rich countries. In
this scenario, it depends on the strengths of the two offsetting effects, but in
poor countries the effect of rapid wage growth in giving more and more peo-
ple the capability to move is likely stronger than the reduction in gap effect (as
the gaps are very large) and hence could increase the propensity even as the
pressure declines. The fact that the wage gap between Mexico and the United
States (one of the world’s largest bilateral migration flows) is substantially
smaller than most other wage gaps (for example, much smaller than between
India and the United States) suggests that income-induced pressures are
bound to rise even with rising wages in most poorer countries—even those
gaining on the leaders (table 1-3).

The fact that falling wages, say in Africa, could mean less pressure for migra-
tion as fewer people have the capacity to move is not an attractive long-run
proposition, and there are two choices. The first is that this is a temporary
phenomenon and wages will begin to rise again in Africa, which means that
people will be crossing the threshold level of being able to afford migration in
a future where wage gaps are even larger, which implies that the falling wages
will only postpone the time for large migration pressures. Or second, Africa
remains too poor to create substantial migration pressures forever—and the
relative gaps get wider and wider—not a prospect to be desired by anyone.

The second caveat is that by emphasizing the role of wage differentials as
one of the forces driving movements of persons, we do not want to suggest
that all movement of people is economically motivated, and do not want to
suggest a crude caricature of economics—that even those economically moti-
vated decisions are determined exclusively by a desire to maximize current
income. For instance, some sociologists, such as Douglas Massey, who have
studied migration argue that many economic migrants have something like a
“target accumulation” motivation—that is, their decision to move to a high-
earnings labor market is not with the goal of remaining there but rather as a
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Table 1-3. Scenarios for Wage Growth in Poorer Countries and Implications
for Pressure (Wage Gaps), Thresholds, and Propensity to Migrate

Effect on

propensity from

crossing
threshold

Net effect
on propensity
from pressure
and threshold

Assumed wage Wage gap
growth in currently large
poorer country ~ Wage gap (>4)or
(Wyia = 2ppa)  (pressure) small (< 4)
Wioor < 0 Grows Large
Small
0 Wy Wy Grows Large
Small
M"puor 2 1’I/rich Falls Large
Small

Reduces, big

Reduces, small

Increases, big

Increases,
small

Increases, big

Increases,
small

+/— Propensity
could decrease
even as wage gap
rises (for exam-
ple, Africa)

+/— Propensity
likely rises as
wage gap effect
dominates (for
example, in
parts of eastern
Europe)

+/+ Propensity
increases from
both forces (for
example, Latin
America)

+/+ Propensity
increases from
both forces (for
example, in
parts of eastern
Europe)

—/+ Propensity
could rise even
as wage gap falls
as more people
can afford to
move (for exam-
ple, in India)

—/+ Propensity
likely falls as
reduction on
gap effect domi-
nates (for exam-
ple, in parts of
eastern Europe)

Source: Author’s calculations.
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way of accumulating a stock of savings, perhaps for marriage, to buy a house
or a piece of property, or to start a business in their home country. Given the
variety of migrants from different countries and to different countries, com-
ing from a variety of ages and family situations (some young and single, some
married with children), it is plausible that “target accumulation” with return
is a motivation for at least some migrants. If this is the case, then an increase
in wage differentials might have complex effects on the flow and stock of
migrants. The flow of migrants would almost certainly increase—as the
number for whom either higher earnings or target accumulation is attractive
rises—but the stock of foreign workers in the recipient country would not rise
by as much as the flow, because the target accumulation would happen faster.
It is even conceivable that the total stock would decrease, but I know of no
particular evidence that this has ever been the case.

Irresistible Force Two: Differing Demographic Futures

A second irresistible force for increased labor flows is the radically different
demographic futures implied by at least the current differences in birthrates.
Nearly all European countries—some more rapidly and dramatically (for
example, Italy and Germany) than others (for example, France and the United
Kingdom)—are embarked on a truly remarkable demographic experience.
The current UN population projections imply that the labor force of many
European countries and Japan will not just cease to grow but decline in
absolute terms by substantial amounts. Though national populations have
stagnated or declined before due to excess deaths (for example, the Black
Death) or out-migration (for example, Ireland), absolute population declines
because people have decided to have fewer children than the replacement level
are historically unique. The neighbors of Europe and Japan still have fertility
rates well above replacement levels.

These differing demographic futures imply two things. First, the relative
populations of regions will shift massively. Second, the changes in the labor-
force-age population, and particularly the young population, will change even
more dramatically, creating a “youth dearth” in some countries and a youth
bulge in others.

Evolutions of Population

The United Nations’ latest projections of populations suggest that the labor-
force-age (fifteen to sixty-four years) population of many European countries
and Japan will be substantially smaller in the future. The populations of Ger-
many, Japan, and Italy have already begun to shrink and, for Italy and Japan,
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are projected to be only 60 percent of their 2000 size by 2050. France and the
United Kingdom will remain roughly the same size during the next fifty years.
Among large industrial countries, only the United States is expected to con-
tinue to experience sizable population growth (these projections already
assume some level of migration).

Europe’s neighbors, conversely, have not yet had similarly large shifts in fer-
tility, and these differences imply enormously different demographic futures.
In a recent paper, Demeny (2003) has illustrated the consequences of the cur-
rent projections, particularly for Europe and its periphery. He compares the
population of Europe (defined to include twenty-five countries in the broad
definition of Europe) and that of its “Muslim tier” with the countries from
North Africa to the Middle East to West Asia that surround Europe. In 1950
Europe had roughly twice the population of these neighbors (360 million com-
pared with 180 million). Sometime in the late 1980s, these neighbors passed
Europe’s population, and by 2025 the tables will be completely turned and the
Muslim tier will have twice the population of Europe. If one continues the pro-
jection to 2050, Europe’s Muslim tier will have three times the population of
Europe—1.2 billion to 400 million (figure 1-4).

Figure 1-4. The Relative Populations of the European Union
(25 Members) and Its “Muslim Tier,” 1950-2050
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Source: United Nations Department of Economic and Social Affairs 2002 (Paul Demeny seminar
slides)



FOUR IRRESISTIBLE FORCES 29

Youth, and the Lack Thereof

What makes these demographic changes even more dramatic is what they
imply for the age structure of the population. The population pyramids (the
population in each age group) of European countries will “invert,” so that
instead of the traditional broad-based pyramid with more young than old,
in the future the population pyramid will be standing on its tip. Figure 1-5
shows the population pyramid for two of the more dramatic examples:
According to the projections in Italy, by 2050 there will be nearly twice as

Figure 1-5. Projected Demographic “Pyramids” for Japan and Italy, 2050
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many women age seventy-five to seventy-nine years as there are girls age zero
to four—many more grandmothers than granddaughters. In Japan, there will
be many more women over seventy than in the entire childbearing years.

This contraction in youth relative to the total population has several impli-
cations. The most obvious is for the financial viability of the current pension
and social transfer schemes. The implications for the “support ratio” of labor-
force age to the “retirement-age” population are staggering. Current projec-
tions show support ratios falling in Germany from 4 to 2, and in the more
dramatic cases of Italy and Japan they fall to about 1.5—only 1.5 workers for
every retiree. The systems of social transfers in Europe can be sustained only
with very high tax rates even at current support ratios and program design
parameters (which include a combination of tax rates, ages, benefits, and so
on). But if support ratios fall to anything like projected levels, then it is not
clear that there are politically feasible combinations of design parameters that
can make the systems solvent—either tax rates need to be too high or retire-
ment benefits drastically curtailed.

This is not to suggest that migration is the solution to the problems of an
aging population. Suppose the projections for the rate of natural increase in
the rich countries extend into the future: If the labor force increased suffi-
ciently to keep support ratios constant at their current values, how large
would the fraction of the labor force that was “foreign born” be in 20502 For
Japan, well over half the population would be foreign born, and near half for
Italy and Germany. It is very difficult to believe that these societies would
allow anything like this level of labor mobility

A fundamental principle of economics is that differences create incentives
for exchange. The enormous demographic differences between rich countries
and their neighbors increasingly create incentives for labor flows.!?

Irresistible Force Three: “Everything but Labor” Globalization

The third powerful force behind increased migration is that the world is
becoming more connected in every other way—trade in goods, movements
of capital, communications, travel. This creates two pressures for increased
labor mobility. It lowers the relative cost of moving by making moving rela-
tively less costly both in financial and psychic terms. In addition to lowering

10. One interesting fact, noted in Birdsall and Pritchett (2002), is that the implications for
the United States are less dramatic than for Europe or Japan. Fertility has not fallen as rapidly
or as far in the United States, and the demographic behavior of the “natural” immigration
partners of the United States shows lower fertility rates than does that of the countries in prox-
imity to Europe or Japan.
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the costs to movers, on the policy level the question arises: If everything else
is globalized, then why not labor?

The Costs of Being a Migrant Are Lower

The changes in the world resulting from globalization have also lowered the
cost of being a migrant, in nearly every way. Most obviously, travel times are
shorter, so there are fewer labor days forgone in traveling to and from work.
Even in the late nineteenth century, when ships were the only form of travel
and ocean passage took weeks, wage differentials and seasonal changes in
labor created seasonal migrations, perhaps most famously in the golodorinas
(swallows) who traveled back and forth from Italy to Argentina. Today, sim-
ilar trips can be made in hours.

One of the costs of long-distance labor mobility is being out of touch with
friends and family. Today, telephone calls make communicating with loved
ones back home much easier. The international media, including the Internet,
make staying in touch with events “back home” much easier. With freer move-
ment of goods and lower transport costs, movers also no longer have to do
without their favorite food, music, or clothing. Making remittances today is
much easier (though the industry can still be high cost when competition is
limited; see World Bank 2005a).

The literature on migration has documented the importance of “network”
effects—that migrants are likely to move to a place where there already is a
familial or ethnic connection. These network effects arise both from labor
markets (because jobs are often found through personal connections) and
also from the mitigation of the social and psychic costs of migration. It is clear
that the slower but steady growth of labor movements and migration with the
globalization of everything but labor creates an enormous momentum for
greater migration. An initial enclave can create links that—through more com-
plete connections of people, information, and finance—create the pressures for
even greater migration. Though this was in evidence in historical migrations
(Hatton and Williamson 2006), it likely operates even more effectively today.

Why Not Labor?

The international system has created a mechanism for negotiating reductions
in trade barriers. Relative to its stated objectives, this has been enormously suc-
cessful. One could argue that this international system is a victim of its own
success and has created the conditions in which labor mobility must emerge
on the global agenda. Winters and others (2002) have used a general equilib-
rium model to estimate gains from increased labor mobility. These calcula-
tions have two very important points, the magnitude and the distribution.
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First, an expansion in labor mobility of the magnitude of 3 percent of the labor
force in host (labor-importing) countries (an additional flow of around 16
million people) would lead to world welfare gains of $156 billion.!! Although
a smallish (0.6 percent) fraction of world GDP, this is larger by nearly a factor
of three than annual official development assistance in the 1990s and substan-
tially larger than the same model’s estimate of the gains from all proposed
remaining trade liberalization ($104 billion).!? These estimates are, if anything,
conservative.

The World Bank’s Global Economic Prospects report for 2006 focuses on
migration. It uses the Bank’s standard general equilibrium model, LINKAGE,
and estimates that for the same increase in the developed-country labor force
(3 percent) the gain is more than twice as large, $356 billion, as the estimates
by Winters and others (2002).'* The exact calculations depend on assumptions
about wage gaps between sources and hosts of movement and the modeling of
labor markets, in particular how “subsititutable” domestic workers and
movers are, but in the end some simple arithmetic dominates. If, as the Jasso,
Rosenzweig, and Smith (2003) estimates suggest, each worker gains $17,000 a
year from the move, then 16 million people times that amount represents an
annual gain of $272 billion.

Moreover, these calculations are comparing a modest increase in labor
mobility to all (further) trade liberalization. Hamilton and Whalley (1984)
calculate that free migration could as much as double world income—which
makes it very hard to stay motivated about the fractions of 1 percent that fur-
ther trade liberalization can generate. These empirical results make intuitive
sense. Goods markets are in fact quite deeply integrated, and though there are
still gaps across countries in prices and evidence that the “border” effects
inhibiting trade are still quite large, the price differences in goods across coun-
tries induced by restrictions on trade are very small relative to the observed
wage gaps of as much as 10 to 1. Because, in the standard economic “triangle”
calculations, the efficiency losses rise with the square of the distortion, further
liberalization of trade (where distortions have been reduced) just cannot

11. The general equilibrium effects are small relative to the direct effects. Total gains are
$156 billion, which is a gain of $170 billion for those who move offset by a loss of $14 billion
for those who do not.

12. Of course, there are other estimates of trade liberalization that are larger, depending
on what is assumed about the accomplished trade liberalization and what is included (for
example, Cline 2005).

13. Few of these general equilibrium estimates allow for capital mobility, so they are gen-
eral equilibrium in that they account for shifts in relative prices (including the price of skills)
but not necessarily all dynamic changes.
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compare to gains from even small relaxations of restrictions on labor. Though
labor mobility remains off the agenda, it is increasingly difficult to make a
compelling case for additional reductions to barriers to markets for goods.
More simple arithmetic illustrates the similar calculation for development
assistance: Moving someone from making $2 an hour (in PPP) to making $10
an hour at 40 hours a week, 50 weeks a year, raises that person’s income by
$20,000 a year. All official development assistance is roughly $60 billion a
year. Allowing an additional 0.5 percent of the rich-country labor force to
enter from poor countries would produce gains in the monetary value of all
official development assistance.

Figure 1-6 shows the gain (in percentage of world GDP) from full labor
mobility, the estimate of 100 percent of GDP, versus the gains from contin-
ued trade liberalization (fractions of 1 percent of world GDP)—of course, the
current World Trade Organization agenda cannot even be seen on this scale.
But while comparing full labor mobility with free trade is facetious—it is
worth understanding why. Although the world welfare gains are substantial

Figure 1-6. Why Is this Graph Facetious? The Estimated Gains from the
Liberalization of Labor Mobility Relative to Continued Trade Liberalization
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Sources: Hamilton and Whalley 1984; Winters and others 2003.
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for an even modest relaxation of the constraints on labor mobility, a general
equilibrium model that tracks the total impact of labor movement—the effect
of wages and capital prices in the sending and receiving countries, and so
on—reveals the fundamental difference between the globalization of goods
and movements of labor. With movements of labor, nearly all the gains accrue
to the movers—those who change their country of residence and hence will
be concentrated (table 1-4). We return to this question about the distribution
of gains below.

Irresistible Force Four: Continued Employment Growth
in Productivity-Resistant, Low-Skill, Hard-Core
Nontradable Services

Even in a high-technology, information-revolutionized, automated, capital-
intensive, whiz-bang speed-of-business economy, a haircut is a haircut. A bar-
ber in the United States can give about as many haircuts an hour as he could
a hundred years ago—and about as many an hour in the United States or Ger-
many as in India or Eritrea. This is a “productivity-resistant” service. Though
giving a haircut does require skill, it does not require years and years of for-
mal schooling and can be acquired mainly through “on-the-job” experience.
Haircuts cannot be “outsourced”—even with all the wonders of telecommu-
nication and information technology, the scissors have to touch the hair. The
key question is, how much of future employment growth in rich countries
looks like “haircuts”—for which the only effective form of globalization is
labor mobility—versus employment in tradable goods like manufacturing,

Table 1-4. By One Calculation, More Gains from Labor Mobility
Accrue to Those Who Move

Billions of dollars

Welfare gains
Home Temporary Permanent
Region or group region migrants residents
Total world 156 171 -15
Developing countries 73 90 -17
Rich industrial countries 76 69 7
Eastern Europe and 8 13 -5

countries of former Soviet Union

Source: Adapted from Winters and others 2002, table 2.
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agriculture, or potentially tradable services? Perhaps counterintuitively,
although the future belongs to greater and greater levels of technology, infor-
mation revolution, and capital-labor substitution, the future of employment
belongs to haircuts.

Table 1-5 illustrates this fact. It shows the U.S. Department of Labor’s fore-
casts of the occupational categories with the largest absolute projected growth

Table 1-5. Projections of the Top Twenty-Five Occupational Categories
by Absolute Increase in Employment, 2000 and 2010

Projected Percent of
Employment ~ Employment Absolute the increase
in 2000 in 2010 increase (of top
Occupation (thousands) (thousands) (thousands) twenty-five)
Combined food 2,206 2,879 673
preparation
and serving
workers,
including
fast food
Retail 4,109 4,619 510
salespersons
Cashier, except 3,325 3,799 474
gaming
Security guards 1,106 1,497 391
Waiters and 1,983 2,347 364
waitresses
Truck drivers, 1,749 2,095 346
heavy and
tractor trailer
Nursing aides, 1,373 1,697 324
orderlies and
attendants
Janitors and 2,348 2,665 317
cleaners
Home health 615 907 292
aides
Laborers and 2,084 2,373 289

freight, stock
and material
movers

(continued)
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Table 1-5. Projections of the Top Twenty-Five Occupational Categories
by Absolute Increase in Employment, 2000 and 2010 (continued)

Projected Percent of
Employment — Employment absolute the increase
in 2000 in 2010 increase (of top
Occupation (thousands) (thousands) (thousands) twenty-five)
Landscaping 894 1,154 260
and grounds
keeping
Personal and 414 672 258
home care
Receptionists and 1,078 1,334 256
information
clerks
Truck drivers, 1,117 1,331 214
light orderly
services
Packers and 1,091 1,300 209
packagers,
hand
Total, hard-core 27,492 32,679 5,177 56.3
nontradable
services, low
to medium
skill
Registered 2,194 2,755 561
nurses
General and 2,398 2,761 363
operation
managers
Postsecondary 1,344 1,659 315
teachers
Teacher 1,262 1,562 300
assistants
Total, hard-core 7,198 8,737 1,539 16.7
nontradable
services,
skilled
Total, hard-core 34,690 41,416 6,716 73.1

nontradables

(continued)
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Table 1-5. Projections of the Top Twenty-Five Occupational Categories
by Absolute Increase in Employment, 2000 and 2010 (continued)

Projected Percent of
Employment — Employment absolute the increase
in 2000 in 2010 increase (of top
Occupation (thousands) (thousands) (thousands) twenty-five)

Customer 1,946 2,577 631
service
representative
Office clerks, 2,705 3,135 430
general
Total, potentially 4,651 5,712 1,061 11.5
tradable
services, low
to medium
skill

Computer 506 996 490
support
specialists

Computer 380 760 380
software
engineers,
applications

Computer 317 601 284
software
engineers

Computer 431 689 258
systems
analysts

Total services, 1,634 3,046 1,412 15.4
skilled

Total increase, 40,975 50,174 9,189 100
top 25
occupations

Source: U.S. Department of Labor data.
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in employment between 2000 and 2010. Though all forecasts have to be taken
with a grain of salt, particularly of economic outcomes that are determined
by markets in equilibrium, these projections do illustrate three features of the
evolution of the advanced economies and hence of labor markets that are
robust and have enormous implications for labor mobility.

First, though the growth in new and high-skill occupations will always get
popular and media attention, the absolute level and absolute growth in lower-
skill occupations—even though relative wage shifts in the United States show
skill-biased growth. Table 1-5 lists four separate applications with computers
(support specialists; software engineers, applications; software engineers; and
systems analysts); all four of these employed 1.6 million people in 2000. These
computer occupations are forecast to grow extraordinarily rapidly in percent-
age terms (many almost doubling in ten years), so that by 2010 employment
will have nearly doubled to 3 million. But even so, in 2010, when there are
3 million people with advanced skills working in these high-tech computer-
related occupations, there will be 3.4 million truck drivers, 5.2 million people
serving food, and 8.4 million people working as cashiers or in retail sales.

Although perhaps initially counterintuitive, this is really not so puzzling.
One of the key insights from economic models with differential sectoral rates
of productivity growth is that the Jow-productivity-growth sectors come to
dominate employment. This is known as the Baumol effect, after William
Baumol (1967), who pointed out that because many labor-intensive services
are “productivity growth resistant,” their relative price goes up over time, and
because fewer and fewer workers are required in the rapid-productivity-growth
sectors, the share of services in total employment grows over time. The source
of the Baumol effect is that some things are harder to automate or to replace
capital for labor with than others.

But these projections of total employment could be totally wrong, or they
could be irrelevant for pressures for labor mobility if services become “trad-
able.” Media attention flows to the new and sensational, and hence news and
reports about “outsourcing” have become all the rage—so much so that one
might be tempted to think that the “world is flat” (Friedman 2005) or that
location is irrelevant and hence outsourcing will reduce or eliminate pressures
for labor mobility. But the new nearly always reflects the same principles as the
old. What made something “nontradable” was the comparison of value in dif-
ferent places to the transport cost—so in history when transport costs were
very high, only goods with a very high ratio of value to weight (like spices) were
worth transporting, while as freight costs fell even bulk grains became tradable.
Thus the dramatic fall in the cost of transmitting information means that a
large range of formerly “nontradable” services that involve the exchange of
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information have become “tradable,” and hence their production can move
abroad in response to labor cost differences. Though this does lessen pressure
for migration in those particular industries, one should not exaggerate the frac-
tion of the economy to which this applies. A large range of services is still like
the economists’ prototypical “hard-core” nontradable: a haircut that still
requires face-to-face (or, more precisely, hand-to-hair) contact.

I have classified the twenty-five occupations with the largest projected
growth in employment in the United States into four categories based on my
judgment of whether they are hard-core nontradables or potentially tradables
(“outsourcable”) and skilled or unskilled. Of the projected increase in 9 mil-
lion jobs, almost three-quarters are, by my lights, in the nontradable category
and 56 percent are in the nontradable and less skilled category. Though these
are not the “glamorous” high-tech or skilled jobs, the fact of the matter is that
the United States is going to need more home health care workers, more jan-
itors, more security guards, and more fast food employees. The existence of
massive numbers of low-skill, hard-core nontradable jobs in rich industrial
countries is a fourth irresistible force for greater labor mobility.

Of course, the other way these projections of employment growth in hard-
core nontradables could be wrong is if there is technical innovation that finds
ways to replace these jobs altogether with machines or technology. There are
already machines being developed that can, say, vacuum floors or deliver
items within a workplace, and one can easily imagine in the not too distant
future that taxi drivers could be replaced with global positioning systems and
vehicles that are automatically piloted. I would like to point out the global
perverseness of this innovation, driven as it is by the distortions in global labor
markets. Let me illustrate with a story about my neighbor when I lived in
Massachusetts, Paul Baratta, and his lawn mower.

One recent Saturday, I was reading papers about the historical evolution
of global inequality when Paul called me to rave about his new lawn mower.
He had nursed his old lawn mower along for twenty-five years (he is quite
mechanical), but it (and he) had finally broken down and a new mower
had been purchased. He was excited that for exactly the same nominal (not
inflation-adjusted) price of about $400 that he paid twenty-five years ago he
got twice the mower—almost twice the horsepower, self-propelled with a
variable-speed transmission, a casing designed for air flow conducive to
mulching, and so on. I shared his enthusiasm because, coincidentally, I had
purchased the same lawn mower just a week before.

When I returned from lawn mower lauding with my friend Paul to read-
ing about global inequality, I realized that this simple experience illustrated
three important forces. First, for the entirely aesthetic care of our lawns, Paul
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and I deployed a greater capital stock than most rural households in poor
countries deploy to earn their living. A rural household with access to a
5-horsepower mower is capital rich. The capital intensity in rich industrial
counties is spectacular.

Second, Paul and I both mowed our lawns ourselves. Given the opportu-
nity cost of our time and our willingness to pay, there are billions of people on
the planet who would gladly mow our lawn for the price we would be willing
to pay. Of course this raises in its starkest form the distributional issue to
which we return in coming chapters, the issue that makes international
mobility such a “third-rail” political issue: It benefits the globally richest (edu-
cated individuals like Paul and myself) and the globally poorest (migrants
who would mow lawns) but has feared effects on the poorer in rich countries
(existing migrants or natives who would mow lawns). But again (and I will
return to it), the real threat to the working poor in rich countries is displace-
ment by capital, not other labor.

However, the final insight from the technological advances of the lawn
mower is that these advances required highly trained engineers working for
years to make advances that made an owner-operated labor saving device bet-
ter. This is nationally sound but globally perverse economics. Given the rela-
tive prices and endowments in rich countries, the incentives are to deploy very
highly skilled labor to create innovations that reduce demand for low-skilled
labor. In fact, there is substantial evidence that technical progress in rich coun-
tries has not been neutral between skilled and unskilled labor but rather has been
skill enhancing. Moreover, this skill-biased technical change is induced by rela-
tive prices and accounts for a substantial fraction of the rise in wage inequality
(and/or unemployment) in industrial countries (Acemoglu and others 2003).

The development literature points out that research in specific areas—such
as agriculture or medicine—is biased away from the concerns of the poorer
countries, because of differences in willingness to pay. So, for instance, there are
innovative proposals to induce pharmaceutical companies to address major
health issues facing poor nations because their market incentives are to focus
on conditions that disproportionately affect the rich. But the distortion in the
research and development induced by restrictions on labor mobility gets almost
no attention and almost certainly has an impact that is orders of magnitude
larger. The current configuration of the “everything but labor” global economy
produces incentives for the invention of more and more unskilled labor saving
devices in a world in which the key price for poverty alleviation is the wage of
unskilled labor. Because of the artificially inflated price of labor in rich coun-
tries, the rich world is full of highly educated innovators dedicated, indirectly,
to lowering the one price on which progress in poverty reduction depends.
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Just think of the automated teller machine (ATM), which was invented
and then diffused so as to reduce the labor content of handling routine bank-
ing transactions. There are almost certainly billions of people who would have
been happy to take the jobs an ATM replaces, at wages that would make
ATMs uneconomical. However, once the ATM had been invented, the fixed
costs of its development borne, banking computing systems made consistent
with it, and mass production begun so unit costs fell, then ATMs began to be
present even where labor costs are extraordinarily low.

Once this perversity strikes you, it will strike you again and again if you live
in a rich country (and particularly if one travels back and forth from poor to
rich). In the cities of poor countries, it is not unusual for groceries to be deliv-
ered directly to your door. Even when I was a teenager (in the mid-1970s), many
of my friends had jobs helping carry groceries to customers’ cars. Now, many
retail stores (grocery, hardware, general merchandise) are introducing auto-
mated checkout, whereby customers use sophisticated technology and invested
capital to ring up and pay for their own groceries. Why did people invent a tech-
nology to eliminate people working in retail when billions of the people on the
planet would be pleased to ring up your groceries? This labor-saving innova-
tion was induced by distortions in the international market for labor.

Although something of an aside from labor projections, this is an impor-
tant point, because one objection raised to allowing temporary labor mobil-
ity is that it creates “distortions” in the industries that survive on “cheap
labor.” The further argument is that if importing labor were impossible, then
industries would not move abroad but would survive by inducing innovations
that reduce labor demand and substitute capital for labor. For instance,
Martin (2004) tells the story of tomatoes in California and, to my mind, gets
the real point exactly backward. In the 1960s, as part of the Bracero program
of allowing temporary migrant labor, tomatoes in California were picked
almost entirely by seasonal migrants. When this program ended in the mid-
1960s, farmers claimed the tomato industry would leave California. But by a
combination of applying science to develop tomatoes whose shape and skin
were more conducive to mechanization and developing a machine harvester,
the California industry survived and even thrived—Martin emphasizes that
it produces five times more tomatoes today than in the 1960s. But from an
economist’s point of view, what is the “distortion”—allowing seasonal work-
ers (that is, more open labor markets across borders) or the induced-labor-
demand-reducing technological change from enforcing a restriction that
willing employers and willing workers could not make a contract?

Any economist, when presented with the same scenario with trade in goods,
would be able to give an easy answer—if an industry invents a new technology
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to displace an imported intermediate input because the price of the input is
driven up by border restrictions like tariffs or quotas, this innovation is a
response to a distortion, not that the lack of a tariff to induce that innovation
would be a “distortion.” From a global viewpoint, highly skilled labor devoted
to research and development to reduce demand for labor (for example,
machine-harvestable tomatoes, lawn mowers, ATMs, self-checkout at retail
stores, robots that vacuum, pre-peeled carrots) is an inefficiency that is the
result of the massive “distortion” in global labor markets.'* Because about the
only thing known yet about “pro-poor” growth is that it is labor intensive,
there is obviously a massive contradiction between rich countries pushing
“pro-poor” growth via their rhetoric about development assistance while at
the same time promoting massively anti-pro-poor technological change via
their policies toward labor mobility.

Conclusion

The four forces for greater labor mobility across borders have been growing
and will continue to grow:

—The gaps between what the same worker can make in one country versus
another are higher than they have ever been in history—much higher than the
wage differentials that drove the mass migrations of the nineteenth century.

—Demographic destinies will increase the gap in the relative supplies of
young workers.

—The globalization of everything but labor has both reduced the costs and
made the idea of mobility more acceptable.

—The continued expansion of jobs in low-skill, hard-core nontradable
service industries in rich countries creates “pull” pressures.

14. This “distortion” perhaps changes the relative unskilled or skilled real wages in a
country and hence may have positive effects for some people (the unskilled in the United
States) and negative for others (unskilled elsewhere)—but then again, so do nearly all eco-
nomic distortions.



The Fifth Irresistible Force:
Ghosts and Zombies

The fifth force that creates increased pressures for labor
mobility is rapid and massive shifts in the desired pop-
ulations of various countries. In short, the current interna-
tional economic system ignores the variability over time of the
desired populations of nation-states by insisting on the mostly
historically arbitrary but fixed borders of the current sover-
eign nation-states. This lack of labor mobility accounts for the
dramatically poor economic performances that have been
witnessed and is an obvious potential force for greater labor
mobility. To be blunt, there is a significant possibility that mil-
lions, perhaps hundreds of millions, of people are living in
nation-states that because of geographic and technological
“shocks” to their economies have little or no possibility of sus-
taining their current populations (much less their projected
future populations) with anything like decent standards of
living.

This chapter first develops a bit of a framework for analyz-
ing the variability in desired populations and then presents
three pieces of empirical evidence that suggest that variability
in desired populations is in fact quite large.! This fifth force is

1. This chapter draws heavily on my recent paper “Boom Towns and
Ghost Countries: Geography, Agglomeration, and Population Mobility”
(Pritchett 2004a).

43
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discussed here in a separate chapter because while the other four forces are well
known, this aspect has been a neglected part of the discussion and requires new
evidence with some elaboration.

What Is the “Desired” Population of a Region?

The notion of the “perfect mobility” equilibrium or “unconstrained desired”
population of a given geographic region is easy to define: “Given the current
and expected future economic (policy, institutional, technological) and polit-
ical and geographic circumstances, how many people would live in a given spa-
tial territory in the long run if there were perfect mobility?” One could define
the “optimal” population as the “unconstrained desired population with the
best possible policies and institutions” (which does not assume that these “best
possible” policies or institutions are homogenous across countries). This dis-
tinction is important because the “unconstrained desired” population of a
region could change very fast (say, due to a civil war or disastrous economic
policies), even though the “optimal” population has not changed. In this case,
the obvious solution is to stick to “fix policies” or “resolve the conflict” so that
the desired and optimal populations move closer. But technological shifts
in the world economy can change the optimal populations—even with the best
possible policies and institutions. For instance, once sea transport was possi-
ble, the (relative, or perhaps absolute) optimal population of regions that
thrived on overland commerce declined and those near the coast increased.
Changes in desired populations do not create many pressures for labor
mobility if they are small or very gradual. Changes in desired populations
might be small or gradual if either (1) the economic fundamentals of the
desired population do not change or (2) the mobility of goods or other factors
(capital, trade) can compensate for shifts in region-specific labor demand.
Labor mobility is not a big deal for Antarctica because no substantial human
populations ever moved there; its attractiveness for human populations has
not changed. But the classic counterexample is a regional gold rush—first, peo-
ple do not want to be there; then gold is discovered, and many people want to
be there; and then, when the gold is mined out, people want to leave. The
existence of “ghost towns” even in prospering countries—places that were
once booming and attracting migration that subsequently declined and even
disappeared—suggest that there is variability to optimal populations.?

2. For me, the origin of some of this thinking is that I grew up near Idaho City, which was
once a thriving frontier town (the largest in the Idaho territory) and had a population in 2000
of only 458. Why? Simple. There used to be gold in the river nearby, and now there is not any
commercially exploitable gold.
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But even if there are regional shocks, there might not be large variations in
the desired population if the mobility of other factors can compensate. Sup-
pose a region attracts population because it relies on one type of economic
activity and then some natural or economic shock makes that activity no
longer viable. There is no longer any reason for people to be there as opposed
to any other place—but they are there. One possibility is that new activities are
created and resources (capital) flow to that place and people sustain roughly
their same living standards but change their activities. Certainly, in the story
of many of the major cities of the world, the original reason for the city’s loca-
tion has long since ceased to be relevant (for example, fortification, transport
linkages) but the city continues to thrive. Yet there are two other possibilities.
One is that new resources do not flow in and the optimal population falls and
people leave. The other possibility is that the optimal population falls, perhaps
dramatically, but people are not allowed to leave for more attractive locations
due to barriers to labor mobility, and hence all the adjustment to the variabil-
ity in the optimal population of regions is forced onto real wages and living
standards.

Suppose that a realistic feature of a model of the international or inter-
regional economy are region-specific “shocks” that produce, even after all
accommodating changes in capital stocks and goods, large persistent changes
in regional labor demand. The simplest possible “supply—demand” diagram
illustrates the possibilities.

If there are region-specific shocks to long-run labor demand and popula-
tion mobility is allowed, then the regional supply of labor is elastic in the long
run. In this case, one should observe large variability across regions in the
growth rates of populations and relatively small variability in the interregional
growth of real wages. In this case, large negative region-specific shocks to labor
demand can create “ghosts”—regions that consistently lose population (either
absolutely or just relatively) (figure 2-1).

If there are region-specific shocks to labor demand but population mobil-
ity is restricted and hence the regional supply of labor is inelastic, then the
forces will be accommodated with large variability in the growth of wages
(and incomes) across regions but relatively small variability in populations.

The consequence of a distribution of large region-specific changes in labor
demand and restrictions on labor mobility is that there will be regions that
experience large, persistent, positive shocks to labor demand and become
boom towns. But there are also geographic regions that will experience large,
persistent, negative shocks. Because desired (and optimal) populations can
fall much faster than the actual population, this will create situations in which
the actual population will vastly exceed its new “desired” level:
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Figure 2-1. How Changes in the Demand for Labor Cause Pressures for
Labor Mobility
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—If the negative shock is large enough and population movements are
allowed, these regions will become actual ghosts.

—If the negative shock is large and other regions prevent labor mobility,
then potential ghost countries become unrealized ghosts or “zombie” coun-
tries (zombies are the living dead) because nothing, besides out-migration,
can prevent an extended and permanent fall in wages.

There are three sources of evidence, which together suggest that there are
typically large shifts in the desired populations of regions. Though it is
extremely difficult to separate out which of these are shifts in just an “un-
constrained desired” population (due to remediable factors like policies, or,
optimistically, institutions) and which are shifts in “optimal” populations,
there is some evidence from comparing regions of countries (which share
many policies and institutions) that some large fraction of the shifts in desired
populations are also shifts in optimal population. These shifts in desired pop-
ulation are accommodated differently depending on the conditions for labor
mobility. The three empirical examples are (1) regions of the United States,
(2) comparisons of within-country versus cross-country variability of popu-
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lation and output per person growth rates, and (3) population versus output
variability in history.

One important point, which I stress throughout this chapter, is this
decomposition into changes in desired populations stemming from various
underlying causes. There are changes in desired populations that are due to
differences in income or income growth attributable to policies, politics, or
institutions; and these changes are potentially remediable—quickly. Not
every example of economic decline is an example in which population mobil-
ity is necessarily an important factor in the solution; it is plausible that a coun-
try’s desired population is low, and pressures for outward labor movement
are high, because the country is badly governed (for example, Zaire) or
because of a macroeconomic crisis (for example, Argentina in 2000). Then
fixing the problem at the source is obviously a much more attractive policy
than allowing labor mobility. However, here I want to stress that there are
determinants of long-run demand that are beyond the control of policies (or
even “institutions,” about which there is a debate on how much these can be
purposively altered). It is perfectly plausible that, even with the best policies
and institutions, a region can see its desired population fall by 50 percent or
more due to economic forces—shifts in product demand, agglomeration,
transport costs—interacting with the region’s geographic features, and hence
the desired population has fallen because the optimal population has fallen.
This is a much more difficult issue to address.

Evidence of Shifts in Desired Populations:
Regional Populations in the United States

A large country like the United States provides a good laboratory for exam-
ining changes in optimal populations. People are completely free to move, so
regions tend toward their “unconstrained desired” population. Within a large
country like the United States, “policies” and “institutions” are held roughly,
though obviously not completely, equal. All U.S. regions have the same mon-
etary policy, the same trade policy, roughly the same legal framework,* and
similar politics. Nevertheless, U.S. states have had very different rates of pop-
ulation growth—a point that is returned to in the next subsection.

3. These are not, of course, precisely equal, as Louisiana has a “French” style legal system
while all others have an Anglo civil law tradition, and some states are traditionally Demo-
cratic while others are traditionally Republican. But the differences are small compared with
other regions (for instance, India, in which some states have had communist parties, other
states have had more conservative parties, and still others have experienced quite personal-
ized policies with state-specific parties organized around a single individual).
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But state-level data understate the degree of labor mobility. If one moves
from the state down to the county level, one finds counties that were essen-
tially depopulated over the sixty years from 1930 to 1990. For instance,
Slope County, North Dakota, saw its population fall from 4,150 to only 907;
Smith County, Kansas, from 13,545 to 5,078; Huerfano County, Colorado,
from 17,062 to 6,009; and McDowell County, West Virginia, from 90,479
to 35,233.

These are not isolated examples. Even though the United States overall
more than doubled its population from 1930 to 1990, this growth was far from
uniform. An instructive exercise is to assemble groups of counties that may cut
across state boundaries but are contiguous and that are a shape such that it is at
least conceivable that, had history been different, a plausibly shaped country
could have been formed with these boundaries. That is, while we deliberately
gerrymandered the areas to include population-losing counties, we did not
simply “cut out” cities or make dramatic detours to include this or exclude that
county.

I have assembled five regions of the United States, which, since I created
them, I will name: Texaklahoma (Northwest Texas and Oklahoma), Heart-
land (parts of Iowa, Missouri, Kansas, and Nebraska), Deep South (parts of
Arkansas, Mississippi, and Alabama), Pennsylvania Coal and Great Plains
North (parts of Kansas and South Dakota). Even with the constraint of conti-
guity and (mostly) convexity, one can assemble large territories that have seen
substantial absolute population decline. The Great Plains North is a territory
larger than the United Kingdom, and its population declined 28 percent from
1930 to 1990. Its current population is only a bit more than a third the popu-
lation it would have been if its population growth had been at the rate of nat-
ural increase. The Texaklahoma region is bigger than Bangladesh and is now
only 31 percent the population size it would have been in the absence of out-
migration. I use a few counties in the coal-producing region of Pennsylvania
to illustrate that not all these declines are due to the decline of rural and agri-
cultural populations—natural resource shocks also play a role (table 2-1).

The maps of these regions tell the story. Figures 2-2 through 2-5 show the
county-by-county populations of the states that contain four of the regions
described above. The shades of gray in the figures show counties that, over the
course of sixty years in which the population of the United States doubled,
saw their populations fall in absolute terms. The shading is by the absolute
(not percentage) fall in population: Counties in dark gray lost more than
10,000; medium gray, 5,000 to 10,000; and light gray, 5,000 to 0. Areas with
no shading (plain white) had modest population gains (up to 10,000), while
the striped counties gained more than 10,000 in population.
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Table 2-1. Population Change in Assembled Regions, 1930-90°

Current Area per
population/ Countries capita
Population counterfactual — Region of smaller  income as
Population,  change, at rate of area area,with  percentage
1930 1930-90 natural (square examples  of national
U.S. region  (thousands) (percent) increase miles) (number)®  average
Texaklahoma 835.8 -36.8 0.31 58,403 117 (Nicaragua, 92.2
Bangladesh)
Heartland 1,482.6 —34.0 0.33 59,708 117 85.2
Deep South 1,558.2 -27.9 0.36 36,284 96 (Jordan, 62.6
Austria,
Sri Lanka)
Pennsylvania 1,182.9 -27.9 0.36 2,972 43 (Trinidad 84.5
Coal and Tobago,
Mauritius)
Great Plains 1,068.0 =27.7 0.36 100,920 128 (United 85.4
North Kingdom,
Ghana,
Ecuador)
AllUS. 123,202.6 101.9 3,536,278 100.0

Source: Pritchett 2004a.
a. A region is a contiguous collection of counties cutting across state borders.
b. Total number of countries considered is 192.

I am stressing obvious facts about population movements when I point
out three things. First, economic forces have led to the decline of certain
activities—Ilike farming in the Great Plains, cotton farming in the South, and
coal mining in Pennsylvania—and that has led to a large population exodus,
particularly from rural areas and small cities.

Second, the rural-urban movement has, almost by definition, tended to
cause small decreases in population in a large geographic area and large
increases in a few concentrated areas (the shaded counties usually contain a
major metropolitan area). This means that geographic regions without suffi-
cient economic force to attract a major city tend to lose population absolutely,
while areas with an urban center have large shifts in population.

Third, even though there were large population losses, this was without
huge losses in absolute or relative income. As seen in table 2-1, even regions
with dramatically declining populations have stayed quite close to the average
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Figure 2-2. Changes in County Populations in the U.S. “Heartland”
Region (Selected Counties of Iowa, Missouri, Nebraska, and Kansas)*
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Source: Pritchett 2004a.
a. Dark gray: lost more than 10,000; medium gray: lost 5,000-10,000; light gray: lost 0—5,000; white:
gained 0-10,000; striped: gained more than 10,000.

national income (with the exception of the Deep South). These regions and
counties became ghosts, not zombies.

Regions within the United States serve as a thought experiment of what
would happen in a fully “globalized” world—geographic units linked with
fully integrated markets for land, capital, goods, and labor—and a globalized
world with common policies and economic institutions at that. In such a
world, one can expect that incomes would converge in levels, and, with the
exception of the Deep South, incomes in these created regions are more than
84 percent of the national average. But one can ask—even with fully inte-
grated markets with goods and capital—how much variability is there in
“optimal populations”? The answer is “a lot.” Though it may be the case that
population movements were less than they would have been because capital
flowed to these regions and goods were mobile, it is still the case that the pop-
ulation shifts within the United States are huge. In particular, they are vastly
larger than the population shifts one sees across the often equally arbitrary
boundaries of countries in the world today.
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Figure 2-3. Changes in County Populations in the U.S. “Deep South”
Region (Selected Counties of Arkansas, Mississippi, and Alabama)*
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Source: Pritchett 2004a.

a. Dark gray: lost more than 10,000; medium gray: lost 5,000-10,000; light gray: lost 0—5,000; white:
gained 0-10,000; striped: gained more than 10,000.

Adjustment of the Regions of Countries versus
Countries in Output Growth and Population

The second illustration of the variability of desired populations is to show
that the variability of the growth output per worker to the variability of the
growth of population happens exactly as we would expect with large regional
shocks. As illustrated in figure 2-1, with perfect labor mobility, workers and
households will move in response to economic opportunities, and if there
are large geographic shocks to regions that change desired populations
(which, remember, is the combination of shocks and the shock not being
fully accommodated by movements in other factors like capital or by trade)
and the labor market is integrated, then the variability of the growth output
per worker across regions should be relatively small, because regions with
incipient rapid growth should gain population and regions with negative
shocks lose population, while the variability of the growth rate of population

should be large.
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Figure 2-4. Changes in County Populations in the U.S. “Pennsylvania
Coal” Region (Selected Counties of Eastern Pennsylvania)*
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Source: Pritchett 2004a.
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gained 0-10,000; striped: gained more than 10,000.

In contrast, if the world is segmented so labor and households cannot move
and there are very different shocks to a geographic region’s output potential,
then the adjustment mechanism should be exactly the opposite. One would
expect very little variability in the growth rates of population (because it is pri-
marily determined by rates of natural increase) and enormous variability in
the growth rate of output per person (or worker) as wages fall due to the
geographic-specific productivity shock. This is the natural experiment that the
postwar international system has run, and figures 2-6 and 2-7 show the results.

Because figures 2-6 and 2-7 are new, they require a bit of explanation, but,
like all great art, it is worth it as this art embodies two features. First, the annual
growth rates of output per capita and of population are on the vertical and hor-
izontal axes. Though software packages that produce graphs rescale the axes
independently so that one cannot visually compare the variability, in this case
I have forced the axes to have exactly the same range. Second, I show the 90th
and 10th percentile boxes of each variable, so that the two vertical lines con-
tain 80 percent of the region’s growth in population (because the rightmost
line is the 90th percentile of population growth and the leftmost line is the 10th
percentile). Similarly, for growth of output per capita, the top horizontal line
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Figure 2-5. Changes in County Population in the U.S. “Great Plains
North” Region (Selected Counties of Nebraska and South Dakota)”

Brown

Codington

Source: Pritchett 2004a.
a. Dark gray: lost more than 10,000; medium gray: lost 5,000-10,000; light gray: lost 0—5,000; white:
gained 0—10,000; striped: gained more than 10,000.
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Figure 2-6. Large Shocks, Accommodated with Population Growth in
Large Countries, Per Capita Growth across Non-OECD Countries versus
the United States, Japan, and Canada

(Boxes at 90th/10th percentiles of each variable)
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is the 90th percentile of growth while the bottom line is the 10th percentile. If
regions have large regional shocks that lead to nearly equal output per capita
growth but different population growth, then one would expect a long, skinny
horizontal box. Conversely, if there are large regional shocks that are accom-
modated through wages and output, then there should be a tall, skinny verti-
cal box. With small regional shocks, the boxes should be smaller because there
is less to be accommodated either way.

These figures show exactly what we would expect with large changes in
desired populations regionally but differences in restrictions on labor mobil-
ity—Ilarge countries have long, skinny horizontal boxes (nearly equal eco-
nomic growth, differing population growth), while the other countries of the
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Figure 2-7. Large Shocks, Accommodated with Population Growth in
Large Countries, Per Capita Growth across Non-OECD Countries versus
European Countries

(Boxes at 90th/10th percentiles of each variable)
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world show tall, skinny boxes (very little population growth difference, huge
differences in economic growth).* The standard deviation of growth rates of
output per person across countries not belonging to the Organization for
Economic Cooperation and Development (OECD) is 1.9 percent a year. This
is five to six times larger than the typical standard deviation of output growth
of regions within countries. In contrast, the standard deviation of the growth
of population less the rate of natural increase—a proxy for the component of

4. This evidence alone of course does not resolve whether these variations across coun-
tries in labor demand are the result of “policies” (which presumably could be changed), “insti-
tutions” (which might be able to be changed), or geographic or technological shocks (which
cannot be changed).
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population growth due to mobility—is 0.40, which is half the population
growth variability within regions of the United States, Canada, Japan, or
Spain and about that of most European countries.

Adjusting to Shocks, Then versus Now

The nineteenth century was truly an “age of mass migration” (Hatton and
Williamson 1998), because many of the “areas of recent settlement” had open
borders with respect to immigrants (at least with certain ethnic and national
origins). It was also an era of rapid reductions in transport costs and shifts
toward freer trade in goods, open capital markets, and massive movements in
capital—the first era of globalization. Hence, this period is an interesting
example of the question: “How would we expect geographically specific
shocks to be accommodated in a globalizing world?” Comparing Ireland to
Bolivia highlights the obvious: that nearly all developing countries with neg-
ative shocks have seen their populations continue to expand rapidly, while
when there was freer labor mobility in the international system, labor move-
ments accommodated negative shocks (figures 2-8 and 2-9).

That is, during the entire period of Ireland’s huge negative shock of the
potato blight and its aftermath—a classic example of a region-specific shock
that reduced desired, and likely optimal, population (just as the introduction

Figure 2-8. Changes in Real Wages and Population during the Period
of Accommodating the Shock of the Potato Famine and Its Aftermath in
Ireland, 1810-19207

Relative to 1870=1

1.6 - . GDP PC
14l Population

1.2
1.0 F 3
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0.4
0.2

1 1 1 1 1
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Sources: Maddison 2001 for population and GDP per capita; O’Rourke and Williamson 1999 for real
wages.
a. Index of population, real unskilled urban wages, and GDP per capita, 1870-71.
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Figure 2-9. Changes in Real Wages and Population during the Period of
Accommodating Negative Shocks in Bolivia, 1970-95

1972=1

15k Populatio;g -7
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Sources: Penn World Tables 6.0 for output and population; Rama and Arcetona 2002 for industrial
wages.
a. Index of population, real industial wages relative to the United States, and GDP per capita, 1972 = 1.

of the potato, by lowering the cost of calories per hectare, had raised optimal
population)—real wages in Ireland relative to the United Kingdom never fell
and gross domestic product (GDP) per capita never fell.

In contrast, Bolivia had a clear negative shock as well, but one that occurred
in a period in which there was little or no international labor mobility. So,
rather than the shock being accommodated by changes in population while
real wages of Bolivians remained constant (both in Bolivia and elsewhere), real
wages in Bolivia fell spectacularly.

Implications for Labor Mobility

Zambia is a country with a clear narrative. In part, people moved to Zambia,
and to a particular region of Zambia, because you could dig a hole in the
ground and extract something valuable (copper).> Around that large hole in
the ground, a city developed. Now, the world economy and technological

5. Iike the example of Zambia because as a schoolchild I visited the world’s largest open
pit copper mine, the Bingham Mine outside Salt Lake City. Since the price of copper has fallen,
there have been hard times in the regions near the mine, and the mine has changed ownership
three times as various corporations have gotten into dire financial straits.
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conditions have changed such that it is likely the case that the profitability of
digging copper out of the ground has been permanently reduced. Zambia is
also landlocked, so exporting manufactures is probably not in the cards. Zam-
bia is not particularly “overpopulated” in the absolute sense of land/labor
ratios, but if Zambia were a region of a larger, integrated, geographic unit,
then its population would likely be a small fraction of what it is today. The
population of the Pennsylvania coal counties, where mining has shrunk as a
viable economic activity, declined by 30 percent in absolute terms over sixty
years. Zambia’s population is twice what it was at its peak output per person.
If we assume that Zambia’s optimal population has fallen by as much as the
regions in the United States—30 percent—then Zambia’s current population
is almost three times higher than its optimal population.® It is hard to see how
anything other than large sustained migration is going to reverse that.

One should rightly hesitate to declare that any particular territory is sim-
ply incapable of supporting its current population at acceptable standards of
living. But, conversely, simply maintaining a fiction because it is politically
convenient for industrial countries is no better. I define potential “ghost”
countries (which are all, given the lack of population mobility, zombies) as
countries where (1) GDP per capita has fallen by more than 20 percent from
peak to trough (where, for data purposes, the peak must come before 1990,
so recent ghosts are ruled out), and (2) GDP per capita today remains less
than 90 percent of peak GDP. This produces a list of thirty-three countries.

Of this list, I have no way of showing which countries are “geographic”
ghosts and which are not. In particular, I have no way of knowing which of
these are “policy and institutional” ghosts and which are “geographic” ghosts.
That is, it could be that anticipated output fell because of disastrously bad pol-
itics or policies, which, if reversed, would cause the area to be enormously
attractive—think of the boom Cuba is going to have when Fidel Castro is
gone, for instance. To document which are geographic ghosts, I would have
to specify and parameterize some particular model of location, which would
require grappling with the thorny issues of increasing returns to scale and the
like. Instead, I will do two calculations, which are hypothetical, and simply
illustrate the consequences of the possibility that these countries are ghosts.

First, because output per person has fallen in all these countries (by defi-
nition), I ask the question: “If optimal population has received as large a neg-

6. Of course, this assumes that even with “best possible” policies and institutions, there is
still a large shock to the desired population, which is impossible to prove, because Zambia has
combined bad shocks with not the most sterling track record on the other dimensions.
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ative shock relative to its peak in this country as it has in the counterfactual
[see three options below], then what is the ratio of the postshock population
to the current population?” The three counterfactual scenarios are “What if
the population in country Y has fallen relative to its population at peak GDP
per capita by as much as the actual population

—fell peak to trough in Ireland in the nineteenth century (53 percent)?”

—fell between 1930 and 1990 in three regions of the United States (Deep
South, Great Plains North, Pennsylvania Coal) (28 percent)?”

—rose only as fast as the bottom 10th percentile of population growth in
regions of the eight OECD countries in table 2-1 (0.01 percent a year)?”

This is obviously not “proof” of the changes in the desired populations of
the countries, but just a matter of exploring the implications of plausible
counterfactual scenarios. In all these regions, GDP per capita rose substan-
tially while populations fell. In the countries, GDP per capita fell while pop-
ulations rose. It is at least plausible that these simply represent different
adjustments to similar-sized shocks to geographic-specific maximal incomes,
pushing the adjustment either into wages and capital stocks or into popula-
tion movement.

Second, I ask the question: If the elasticity of GDP per person with respect
to population is negative 0.4, by how much would population have to fall in
order to

—restore previous peak GDP per capita, or

—move GDP per capita to the level it would be had it grown at 2 percent
ayear since the peak (roughly the world average growth rate, hence just avoid-
ing divergence)?

Table 2-2 shows ghosts that I believe are “hard-core” ghosts, in that they are
optimal population ghosts, not just desired population ghosts, for three rea-
sons (actually, to keep the technical terminology clear, these ghosts are cur-
rently embodied as zombies because of population restrictions but would be
ghosts with labor mobility). First, the decline is more likely geographic than
policy or institutional. Though none of these countries has terrific policies or
institutions, they are not the Zaires of the world that have resource abundance
but are political or institutional ghosts. Second, all these countries are land-
locked, which makes the substitution into other industries more difficult.
Third, they all have “small” populations (less than 20 million), which suggests
that, in a locational equilibrium with population mobility, there might not be
sufficient population for even one large city to serve as a growth pole, in which
case the declines in desired population might be even more dramatic than
those in the table because of the agglomeration effects.
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Because I began with Zambia, let me use it to illustrate both the very sim-
ple way the five scenarios work and the results. Zambia’s GDP per capita
peaked in 1964 when its population was 3.5 million. Today, its GDP per capita
is only 59 percent of the peak, and the population is 10 million. If Zambia’s
population had fallen from its 1964 level by as much as Ireland’s actual pop-
ulation (48 percent), then its population today would be only 1.86 million—
18 percent of its current level. If Zambia’s population had fallen from its 1964
level by as much as population has fallen in three of the ghost regions in the
United States (28 percent), then its population would only be 2.52 million—
25 percent of its current level. If Zambia’s population had grown at the
0.01 percent of the 10th percentile in population growth regions of the eight
OECD countries, its population today would be about what it was in 1964,
3.52 million—but that is only 35 percent of its current level.

The two output scenarios provide similarly striking ratios. Under the sim-
ple assumptions made about population and output per person, population
would have to fall to 14 percent of its current level to raise GDP per person to
the level of a nondivergent trend. This is consistent with a negative shock
roughly the magnitude of Ireland’s. To raise output per person just to its pre-
vious peak, the populations would have to fall to 36 percent of their current
levels.

I am aware of how striking these numbers are. But it is not implausible that
the optimal population of the Sahel (for example, Niger, Chad) has fallen by
as much as the optimal population of the Great Plains North counties of the
United States. That is, there is nothing of any particular “Afro-pessimism” in
this; this is not about the culture or politics of Africa any more than it is about
the culture or politics of Iowa or North Dakota (which are quite good). If this
is so, then, if population mobility were not constrained, three out of every
four people would leave Niger, and this might only be enough to restore out-
put to its level of 1963. With the simple assumed elasticities, Chad, just to
return to its previous peak (1979) GDP per capita, would require that seven
of every ten people leave.

Conclusion

One force for increased population mobility is that many countries in the
world have experienced large negative shocks, such that, even with the best
possible responses in policies and institutions, the optimal population has
fallen significantly. In the current international system, these people are
trapped. A helpful way of thinking about desired populations is the follow-
ing: There are 10 million people in the Sahelian country of Niger; if there were
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globally free labor mobility and only 1 million lived in Niger now, how many
people would move there? Though some people might say that this creates a
case for more aid or freer trade, it is hard to believe that if people moved out
of Kansas because farming was no longer an attractive opportunity, then the
best that can be done for the people of Niger or Chad is that they get slightly
more assistance and slightly better prices for the items they grow. The fifth
irresistible force for labor mobility is changes over time in the optimal popu-
lations of regions as economic opportunities change.



Immovable Ideas: Myths and Truths

What stops the five massive, and mounting, pressures

for movements of labor from resulting in even greater
flows of people across borders? Ultimately, ideas do. However,
the proximate cause that inhibits labor mobility is coercion.
People with guns apply force to prevent people from crossing
borders. People with guns force people to leave if discovered
in a country without permission. The fact that this coercive
force is (usually) exercised with domestic political legitimacy,
restraint, or even prudence in rich countries should not mask
the fact that it is coercion.! The threat or actual exercise of
nation-state coercion prevents people from crossing bor-
ders to participate in ordinary economic transactions—like
haircuts, buying food, and arranging home repairs—that are
routine within countries and would be voluntary and mutu-
ally beneficial. In all the rich industrial countries, this coercion
is under the complete control of a legitimate democratic state,
which almost certainly faithfully, if crudely, represents in some
way the preferences of its current citizens. Following that

1. The protections provided to asylum seekers before expulsion, for
instance, generate costs and resentments that many asylum seekers are not
“legitimate”—precisely because the coercion is so, appropriately, hedged
about with protections.

63
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chain of causes, the ultimate reason that there is not massively more mobility
of labor across national borders is that the citizens of the rich industrial world
do not want it. Standing firm against the irresistible economic forces for
greater labor mobility are the immovable ideas of rich-country citizens, and
this contrast between economic forces and ideas is what has led to the current
policy deadlock.

This chapter first presents some estimates of the magnitude of the current
flows and stocks of labor mobility to show that the flows are both made much
lower and distorted by existing restrictions on migration and labor mobility.
The chapter then reports on opinion survey information to document the
obvious: that any increase in labor mobility or migration is decidedly unpop-
ular in the rich industrial countries. The next two sections review the ideas
that support and sustain the restrictions against the movement of persons,
first a discussion of the ideas that underpin the moral legitimacy of restrictions
and second the “self-interested” arguments against greater labor mobility.

The chapter concludes with an examination of why, in spite of the current
resistance to increased labor mobility, this issue should be squarely on the
development agenda. This chapter’s review of the eight ideas that together cre-
ate resistance to increases in movement across borders is not to suggest that it
is impossible; rather, this chapter sets the stage for the following chapter, which
examines how proposals for development-friendly increases in labor mobility
can be made politically feasible. As documented in chapters 1 and 2, the prob-
lem is not a lack of economic benefits of labor mobility. There are large poten-
tial “gains from trade” from allowing people on both sides of the border to
enter into voluntary and mutually beneficial contracts. Because the constraints
on labor flows are ideas, not economics, the main challenge is not to generate
proposals that produce economic gains (that is easy) but to produce propos-
als that are politically feasible in rich countries—while remaining development
friendly.

The Magnitude and Structure of Current Migration

The five increased pressures for labor mobility have resulted in increasing
flows of people across borders. Although the “irresistible forces” are actively
resisted by policy, these have not been fully effective. Martin (2004) estimates
that just five industrial countries (Canada, Germany, the Netherlands, the
United Kingdom, and the United States) spend $17 billion annually on
enforcement and caring for asylum seekers. Though this has obviously not
been completely effective in preventing illegal flows, this coercive interven-
tion of industrial-country governments does stop the flows of people across
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borders from being enormously higher than they could be with different
policies—and distorts what limited movement that exists.

Estimating annual labor flows by type is a difficult exercise. Goldin and
Beath (forthcoming) give one set of estimates of the world’s flows of people,
placed into various categories based on visa/legal category, expected duration
of stay, and skill category. Their estimate of the total annual global flow of peo-
ple (excluding tourism and very-short-term visits) is about 11.1 million. Of
these, only 3.5 million are “low-skill expatriates.” Moreover, the main recip-
ients of these are not industrial countries but the Gulf States (for example,
Saudi Arabia, Kuwait, and the United Arab Emirates) or richer South East
Asian countries (for example, Malaysia). The main flows to the industrial
countries are high-skill expatriates, permanent settlers at the top end of skill
distribution, or asylum seekers and undocumented migrants.

Table 3-1 uses recent data from the Organization for Economic Coopera-
tion and Development (OECD) to produce estimates of the stock of the for-
eign born in OECD countries—dividing people’s national origin into people
born in developing and rich industrial OECD member countries.> We see that
the total stock of people living in the rich industrial countries (unfortunately
excluding Germany, whose data are not comparable) is 50 million, or about
7 percent of the population—but this falls to only 5 percent if one excludes
the United States, which has more than half this total (28.4 million of the
50 million).

The question arises: “How low is the observed current flow or stock rela-
tive to the demand for labor mobility created by the pressures documented in
the previous chapters?” The problem is that it is very difficult to answer this
question without appearing foolish. That is, if one calculates how much
higher labor mobility would be with completely open borders, this leaves one
open to ridicule as naive or utopian (or dystopian, depending on one’s view).
Most policy discussions are “incrementalist” and ask only about the conse-
quences of small(ish) policy changes—as, in chapter 1, the comparison of the
gains from the incremental trade liberalization in the Doha round negotia-
tions to the global free movement of labor seem facetious. However, because
the current magnitude of migration is a balance of forces that includes coer-
cion, one does want some sense of the magnitude of the total “excess
demand” for labor mobility that is being choked off by the exercise of com-
pulsion. Again, this is not to say that the flows “open borders” would produce

2. For these purposes, Mexico and South Korea, which are recent entries into the OECD
club, are classified as “non-OECD.”
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are either desirable or feasible (in fact, the main argument of this chapter is
that they are not politically feasible). But let me give five illustrations that sug-
gest the irresistible economic forces documented in chapters 1 and 2 would
produce, if unchecked, a cross-national labor mobility factor several multi-
ples higher than the presently observed flows.

First, there are rich countries that, for a variety of reasons, do have enor-
mously larger stocks of the foreign born than the rich industrial countries.
The Gulf States, some city states (for example, Singapore), and Israel all have
fractions of the foreign born that are above a quarter of their population. As
a way of illustrating excess demand for labor movement, certainly the rich
countries—if they chose to allow it—could attract enough immigrants to
match the same fraction of the foreign born as Saudi Arabia. This would
imply more than tripling the developing-country-born populations in the
OECD from 49 million to 183 million. Similarly, it is hard to believe that
OECD countries like France and Canada could not, if they chose, attract the
same fraction of migrants as Singapore—which would imply almost quintu-
pling the stock from 49 million to about 240 million. Of course, these are
underestimates, because Saudi Arabia and Singapore do not have “open bor-
ders” or allow foreigners access to their labor market, but rather strictly limit
work opportunities (more on this point below) (figure 3-1).

A second crude calculation of excess demand is to compare current out-
migration rates to those in the first historical period of globalization. Thus,
Goldin and Beath (forthcoming) estimate that about 8.5 million people move
each year (excluding “students,” “visa-free migrants,” and “high-skill expa-
triates” from the total) as a crude (over)estimate of the total population
movement from developing countries. This suggests that only 1.6 people per
thousand move across borders in any given year. As chapter 1 documented,
nearly all the economic pressures for mobility were lower in the first global-
ization period (1870-1910), but barriers were absent between immigrant-
sending European countries and -receiving countries. How do current net
out-migration rates compare with the flows out of sending European coun-
tries in the first period of globalization? During the first stage of globalization,
1870 to 1910, migration rates from European sending countries were much
higher—3.2 per 1,000 in Denmark, 5 in Sweden, 8.5 in Italy, and more than
13 in Ireland. Even in what was then the world’s leading economy, the United
Kingdom, the net emigration rate was 2.7 per 1,000.

If one were to extrapolate these historical rates to the developing world,
they would result in annual flows ranging from twice as high (at Denmark’s
rate) to five times as high (at Italy’s rate) to more than eight times as high if
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Figure 3-1. The Foreign-Born Population as a Proportion of the
Total Population
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Sources: OECD 2004; UN Department of Economic and Social Affairs 2002.

the developing world on average had the out-migration rates observed in Ire-
land (table 3-2). This is not to say that these rates are “feasible,” because at
Italy’s historical out-migration rate, this would imply annual flows of 45 mil-
lion, which is nearly equal to the entire stock of developing-country foreign-
born people in rich industrial countries today (49 million). This just illus-
trates that labor mobility is likely lower than it could be by a factor of between
two and five, because it is constrained by host-country policies.
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Table 3-2. Emigration Rates from the Developing World
Compared with Flows from European Countries in the
Late Nineteenth Century”

Hypothetical annual flow if the

developing world had same Historical flows,
emigration rate as the per thousand
historical flow of Millions of people 1870-1910
United Kingdom 14.0 2.67
Denmark 16.8 3.20
Sweden 26.1 4.99
Norway 32.7 6.24
Italy 44.7 8.54
Ireland 69.9 13.35

Sources: Goldin and Beath forthcoming (estimates of current flow) and table 1-3 (historical net
emigration rates).

a. The estimated current flow of developing-world emigrants is 8.5 million, with 1.62 emigrants
per 1,000 population.

Third, there is something of an interesting “natural experiment” in the
Caribbean region, for some islands became independent countries while
others did not. Residents of Puerto Rico or the U.S. Virgin Islands are U.S.
citizens and hence can freely move to the United States. Similarly, residents
of the Netherlands Antilles can freely move to the Netherlands. Though obvi-
ously one does not want to extrapolate from small Caribbean islands to world
migration, there are other nearby countries—often with a similar history,
economy, and language—that are independent countries and hence face
restricted immigration. If one compares the figures, one finds the obvious: that
the ratio of the population in the United States or the Netherlands compared
with the population resident on the islands is very high—52 percent for the
U.S. Virgin Islands, 37 percent for Puerto Rico and the Netherlands Antilles—
when mobility is unconstrained. This is true even though (no doubt in part due
to migration) the ratio of gross domestic product (GDP) per capita is about
40 percent that of the larger country. In contrast, Dominicans in the United
States are only 7.8 percent of those resident in the Dominican Republic—even
though GDP per capita is only 16 percent as high as that of the United States.
Haiti (granted, with a different history, languages, cultural ties, and so on)
only has 5.3 percent as many Haitians living in the United States as resident in
Haiti, while GDP per capita is only 4 percent that of the United States (and has
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Table 3-3. Territories’ Fraction of the Population in the “Home’
Country Compared with That in Independent Countries

Single
destination
Foreign country/
Resident born in resident GDP

population ~ United  population  per capita  Ratio
Country or territory (thousands)  States® (percent) (percent) (percent)

Puerto Rico 3,917 1,440 36.8 17,700 44.1
Netherlands Antilles 220 83 37.7 11,400 38.6
Virgin Islands 109 57 52.5 17,200 42.9
Dominican Republic 8,950 701 7.8 6,300 15.7
Haiti 8,122 427 5.3 1,500 3.7
Jamaica 2,732 568 20.8 4,100 10.2

Sources: Organization for Economic Cooperation and Development data for foreign born in the
United States or Netherlands. CIA Factbook for populations and purchasing power parity gross
domestic product (GDP) per capita for territories and countries.

a. Or Netherlands for Netherlands Antilles.

few immediate prospects for improvement). It is difficult to believe that if there
were freer migration these emigration ratios would not look much more sim-
ilar across the Caribbean countries (table 3-3).3

Fourth, beginning in 1995, the United States legislated a “diversity visa”
lottery for permanent residency. In the past five years, more than 10 million
people a year have applied for the 50,000 available visas. Interestingly, only
about half the winners actually use the visa (conditions demand that the win-
ner move to the United States almost immediately). But with that uptake rate,
this suggests that, in any given year, at least 5 million people are willing to
move to the United States immediately. Because they are allowed to bring
families, this may imply an “excess demand” from 5 million (no families) to
20 million (average of four per family) people per year, and this just to the
United States. The upper number is approximately fwice as large as the total
flow from developing countries to all countries for all reasons (8.5 million).
I suspect that the United States is not a uniquely attractive country and thata
similar program in France, Sweden, Germany, or Australia would reveal sim-

3. Itisalso interesting to note that even with free labor mobility (education adjusted) wage
gaps do not close entirely. This is consistent with a view that there are many factors entering
into locational decisions other than pure wage gaps and that many people prefer to live where
they were born and raised, near their extended family, and the like.
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ilarly large “excess demand” for residency. If we take 20 million and scale up
by the U.S. share of industrial-country population (on the crude, but perhaps
accurate, assumption that all OECD countries are equally attractive), then the
“revealed demand” of people willing to move immediately for an offer of per-
manent residence in an OECD country is 50 million a year—at least five times
the annual flow and equal to the total current stock of developing-country
population in OECD countries.*

Fifth, the World Bank’s World Development Report on youth (World Bank
2006) commissioned a survey that asked young people (age fifteen to twenty-
four years) the question “If it were possible for you legally to move to another
country to work, would you?” Compared with the numbers on actual migra-
tion (which are on the order of 2 to 3 per 1,000 population) the numbers are
astounding. The answer options were “not move,” “try it out,
porarily,” and “move permanently.” Taking just the firmly expressed desire
(that is, leaving out “try it out”), the survey suggests that 73 percent of
Bangladeshi males, 69 percent of Romanian males, 64 percent of Albanian
males, and 67 percent of Tajik males would like to move to work in another
country. Even in Malaysia, which is both middle income and growing rapidly,
20.6 percent of young men would like to move to work.

Sixth, if one still doubted that there was a huge “excess demand” for access
to the labor markets of rich countries, the media are increasingly reporting
stories of the harrowing, and often tragic, risks that people are willing to take
to enter rich countries. Because legal entry is restricted to levels far below the
demand for entry at existing gaps in earnings, people are willing to undertake
journeys of great physical hardship, danger, and risk just for the chance of
employment in a rich-country labor market. Any suggestion that—because
of cultural differences, family ties, or the attraction of the familiar—people
do not really want to move and that these wage gaps do not create enormous
pressures for workers to move is belied by the day-to-day reality of risk, hard-
ship, and danger at the borders.

Legal barriers to labor mobility do more than reduce the totals; they also
distort labor flows in a range of undesirable ways. When an otherwise ordi-
nary transaction is made illegal, it creates an opportunity for criminal ele-
ments to become involved. For instance, when Prohibition in the United
States made alcoholic drinks illegal, it created space for organized crime to
dominate the trade in alcoholic beverages. When movement of people is
made illegal, then criminal elements become involved, and those who move

» «

move tem-

4. Although this crude calculation may overstate the total demand, permanent residence
in the United States and in other OECD countries are close substitutes.
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often leave themselves at their mercy. Moreover, the whole otherwise ordi-
nary process of people moving to seek out their best opportunity becomes
tainted with illegality—perfectly ordinary job placement processes are called
“labor smuggling.” Moreover, because they are illegal, the workers themselves
suffer because they feel they have little or no recourse and hence are abused
by employers and intermediaries. But just as organized crime has intrinsically
nothing to do with having a cocktail, these are not features of labor move-
ments across national borders; these abuses and criminality are not intrinsic
to cross-border labor flows but rather are the side effects of making these
movements illegal.

One hesitates to belabor the obvious, but it is important to explode any
reassuring myths that attempt to cover the fact that enormous pent-up pres-
sures for labor mobility are held in check by coercion, plain and simple. This
is not to deny that there are powerful forces keeping people in place, because
people have many noneconomic motivations—family, history, language, cul-
ture, traditions, a sense of social belonging. No one is suggesting that people,
by and large, would not prefer to stay in their “home” location—they do. The
high emigration rate of Sweden in the age of unlimited migration was 5 per
1,000 population. Nor is anyone suggesting that all or most labor mobility is
intended as permanent migration. But tens of millions of people would be
willing to take advantage of the opportunity to work in a rich country—even
if only under stringent conditions that did not give them either access to the
“labor market” of the host country or hope of acquiring citizenship.

Increased Migration Is Unpopular in Industrial Countries

The International Social Survey Program asked people in many different coun-
tries around the world if they were in favor of or against higher levels of immi-
gration. Table 3-4 reports the results in four regions: migration-receiving
Western Europe, Japan, traditional migration-receiving countries, and tradi-
tional migration-sending countries. Though these data are dated, they are the
best cross-nationally comparable data available.

In Western Europe, proposals to increase levels of immigration were dra-
matically unpopular. The proportion of the population that favored reduc-
ing immigration was more than three-quarters in Germany and Italy, and
more than 60 percent in the United Kingdom, the Netherlands, Sweden,
and Norway. Moreover, nearly all those who do not want migration
reduced want it to remain the same. In no country in receiving Western
Europe was the support for any increase in immigration (either “a little” or
“a lot”) higher than 10 percent. In Japan, a country where migration had
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Table 3-4. Public Views on Immigration

“Should immigration . . .” (percentages
of those expressing an opinion)

Be reduced Increase Fraction
either Remain either saying
“a lot” or the “alot” or  “let anyone
Country or region “a little” same “a little™ come”™
Receiving Western Europe
West Germany 77.58 19.62 2.82 13.8
Ttaly 75.6 20.84 3.55
Austria 56.14 39.92 3.96
United Kingdom 68.22 27.65 4.12
Netherlands 61.51 33.02 5.47
Sweden 69.77 23.52 6.71 8.4
Norway 63.2 29.37 7.43 4.9
Spain 40.07 51.48 8.44 14.6
Japan 42.27 42.06 15.68 4.2
Traditional recipient countries
United States 65.78 26.17 8.05 5.1
New Zealand 62.62 25.78 11.58
Canada 42.07 37.33 20.61
Traditional sending countries
Ireland 21.62 59.27 19.1
Philippines 61.74 26.8 11.47

Source: Mayda 2002, based on International Social Survey Program, national identity module, 1995.
a. Sorted in ascending order by fraction in favor of “increasing” within regions.
b. From World Values Survey data on “open borders.”

been quite low, almost 16 percent of the population favored some increase
in immigration—but even there, almost three times as many wanted immi-
gration reduced.

In the United States and New Zealand, countries that were populated pri-
marily by migration, opposition to increases in migration was also wide-
spread. Of course, this is the context of the fact that actual immigration was
increasing, a point we return to below. Of all the industrial countries, Canada
emerges as the most favorably disposed to increased immigration. This
means that in Canada one in five people favored increasing migration and
only 42 percent favored reducing migration. So, at least in this particular sur-
vey as of 1995, in the industrial country that was the most “migrant friendly,”
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“only” twice as many people wanted to reduce the level of migration as
wanted it increased.

It is not as if those in favor of reducing migration are counterbalanced by a
large group that opposes restrictions on immigration and wants increased
mobility. In nearly every instance, those who want reductions in migration
outnumber those who want it by ten to one. The World Values Survey reports
that only a tiny fraction of the population (between 4 and 14 percent) agreed
with the statement that their country should “let anyone come” (see table 3-5
below).

Not surprisingly, the views of governments reflect the views of the voters.
In the UN International Migration Report 2002 (UN Department of Economic
and Social Affairs 2002), the policy stances of governments were reviewed. Of
forty-eight “more developed” country governments, only two thought the
level of immigration was “too low,” while fourteen thought it was “too high”
and thirty-two satisfactory. Of these same forty-eight “more developed”
countries, twenty-one reported undertaking policies to lower immigration
while again only two had policies to raise the level of immigration.

Of course, some of the opposition to increased immigration is a response
to the fact that there were large increases in immigration in many countries in

Table 3-5. Support for Aid to Immigrants’ Home Countries in Countries
Where Immigration Is Opposed

Fraction saying

Fraction “too little” effort for

“in favor” poverty in less Fraction saying
Country of aid developed countries “let anyone come”
West Germany 83.0 65.2 13.8
Spain 85.1 64.9 14.6
United States 55.5 62.4 5.1
Japan 90.4 42.8 4.2
Australia 74.7 63.5 4.6
Norway 81.6 51.6 4.9
Sweden 83.9 51.6 8.4

Source: World Values Survey, third wave (1995-97). For column 1, “Some people favor, and others
are against, having this country provide economic aid to poorer countries. Are you personally . . .”
the options were “very much for,” “for to some extent,” “somewhat against,” and “very much
against,” and were reported as either “very much” or “to some extent” for. Column 2, “In some eco-
nomically less developed countries, many people are living in poverty. Do you think that what the
other countries of the world are doing to help them is about right, too much or too little?” was
reported as “too little.” Column 3, “How about people from other countries coming here to work?
Which of the following do you think the government should do?” was reported as “Let anyone come
who wants to.”
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the 1990s—although from a very low base.’ That is, in spite of the general
unpopularity of movements of labor and population, they are occurring and
increasing. But because ideas are the key constraint to more development-
friendly policies toward labor mobility, the key issue is not demonstrating the
potential gains to movers but designing policies that reflect the generation of
new ideas for alleviating the political constraints.

However, understanding these political constraints created by ideas requires
examining the ideas that sustain opposition to labor mobility in the rich indus-
trial countries. As an economist, I have my choice of two very distinguished
economists on the role of ideas. John Maynard Keynes’s view was that, in the
long run, ideas were much more influential than interests, and hence ideas
could be autonomous from interests. And as an economist, I am also naturally
sympathetic to arguments by that most famous of economists, Karl Marx.
Perhaps his idea that in the long run has proved most influential—and most
corrosive—is the argument that ideas themselves are a mere “superstructure”
masking the true underlying economic interests of the powerful. This idea, with
its literary and quasi-philosophical heirs in “deconstruction,” has helped con-
vince many in modern academia that conventional moral discourses are really
attempts to construct social realities that justify (in part by masking) the exer-
cise of domination. Interestingly, as we will see, many of the ideas that remain
“undeconstructed” are those that justify restrictions on migration.

Here I examine both strains of argument. The next section begins with a
more Keynesian approach to ideas and examines the notions that support the
moral legitimacy of restrictions on labor mobility. A subsection below exam-
ines the self-interested arguments in the receiving countries (with the possi-
bility, of course, that Marx and his noneconomist intellectual heirs are right
and that economics is all that matters). In both sections, there are two inter-
related questions. The first is why labor mobility is so unpopular in the citizenry
at large. The second is why there are no strong advocacy groups attempting to
change people’s minds about their opposition. In particular, and of most con-
cern to me as a development economist: Why are people who are concerned
about global social justice and improving the lot of the world’s poor not a pow-

5. Though it is very hard to be up to date on general opinions, it does not appear the atti-
tudes toward immigration were getting better in the United States before the September 11,
2001, terrorist attacks, and this seems to have made matters worse. From 1992 to 1996, the frac-
tion wanting immigration reduced rose from only 48.8 to 57.6 percent. In the aftermath of 9/11,
there was an understandable backlash against “lax” control of the borders. In the aftermath, it
was reported that almost two-thirds of Americans were in favor of halting all entry of any kind
from countries suspected of harboring terrorists. But even the quite recent Gallup Poll in July
2003 reported that attitudes toward immigration in general are more negative than before 9/11.



IMMOVABLE IDEAS 77

erful advocacy group for greater labor mobility? These questions are related,
because there is some possibility that if there were more effective advocacy,
then perhaps ideas in the general population could be changed. But this will
mean the discussion will veer a bit from “immovable ideas” persuasive to the
general public (for example, the risk of terrorism) to ideas that appeal to nar-
rower groups (for example, the impact on development).

“Moral” Arguments That Justify Restricting Borders

I want to begin with what might be phrased as the “moral support” for anti-
mobility attitudes. I am not asserting that the ideas presented below are the
cause of anti-labor-mobility beliefs, but I do make the conjecture that most
people prefer to believe that their political and policy stances are not immoral,
unfair, or unjust. In this section, I do not ask why people would prefer that
people not cross national borders, but rather why people feel that it is morally
legitimate to impose that preference. Why is it that people feel morally justi-
fied to use coercion to prevent people from crossing their national border to
pursue voluntary economic transactions? And not only is that the prevalent
attitude, but there is no truly significant agitation against that view from the
development community. Addressing this question does not mean that the
choices are “open borders” as a utopian “globally just” position versus the sta-
tus quo; no policy issue is ever really decided exclusively on those grounds.
The question is not the completely naive, disingenuous question of why “jus-
tice” is not the determinative consideration, but why these considerations
have essentially no traction in current policy debates.

As an analogy, many people would prefer that the other people around
them believe as they do in matters of religion (or, more broadly, culture). For
millennia, when it was thought morally legitimate to use coercion to achieve
that preference, the historical norms were forced conversions, forced suppres-
sion of alternative expressions of religious sentiment, and forced expulsions.
In the modern world, although many people still have the same preference that
others share their metaphysical views, it is no longer considered morally legit-
imate to use nation-state power and coercion to impose that preference. Why
is it that the same broadening of views has no extended to allowing people born
in other political jurisdictions to enter for economic reasons?

One possibility is that people in rich countries just do not care; they are
completely morally indifferent to the fate of those outside their own borders.
In general, this does not appear to be true, for one is able to generate substan-
tial support in industrial countries for efforts to reduce global poverty through
official aid, voluntary activities, and political activism. The total amount
of official development assistance has hovered between $50 billion and
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$60 billion and is again on the increase. This is not a particularly impressive
total when measured as a fraction of rich-country income, but it does indicate
some modest sense of moral concern. In fact, the fraction who report support
for “economic aid to poorer countries” is more than three-quarters of the pop-
ulation in every industrial country (with the exception of the United States).
In every industrial country (except Japan), a majority report that “too little” is
being done to fight poverty in poor countries (table 3-5).

So the question is not why there is a complete lack of moral concern in rich
countries; rather, the question is how this concern for global poverty is com-
patible with the view that it is morally legitimate to use coercion to prevent the
entry of workers from poor countries into rich countries. Though global
poverty does get attention, there is very near zero moral outrage or mobiliza-
tion around the issue of increasing labor mobility. Four quick examples suf-
fice. First, the 2005 “Live Eight” concert organized around the Group of Eight
meeting at the Gleneagles resort in Scotland had a list—aid, debt cancellation,
and improved trade—but no mention of labor moving at all. Second, the
recent report of the Commission for Africa (2005), which is a serious and noble
attempt to break the logjam on African development, proposed a large num-
ber of ideas for improving conditions in Africa—but it lacked an extended dis-
cussion of how allowing more labor from Africa is a positive step that rich
countries could take. Third, the issue of subsidies to American cotton farmers
received significant media and population attention in the context of the Doha
round negotiations—explicitly from the “global justice” perspective of the
impact on Chadian farmers. But the much more enormous distortion that
farmers from Chad have to farm in Chad—and not farm in France, Poland,
or Canada—was not mentioned. Fourth and finally, on a personal note, hav-
ing recently spent four recent years (2000—4) on an East Coast college campus,
I can attest that though there were protests against all manner of evils in the
world—from conditions for laboratory animals to low wages for the univer-
sity’s own workers to conditions for workers in their countries—to my knowl-
edge there was not a single rally against border controls. I never heard the
chants “Hey ho, restrictions on labor mobility have to go” or “What do we

6. Another smaller example: I frequently fly on Lufthansa Airlines, which has a program
of encouraging people to donate their spare change or small denominations of currencies they
will no longer use to promote development activities as a way of addressing global injustice.
In this context, an international flight in which everyone being solicited is crossing a national
border, it is particularly noticeable that laudable moral concern for global injustice tends to be
always channeled in some ways (charitable assistance from “us” to “them”) and not others
(letting people move across borders to work).
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want? More access of the unskilled to rich-country labor markets! When do we
want them? Now!” wafting across the campus.®

I believe four ideas underpin the notion of the moral legitimacy of restric-
tions. First, “nationality” is perceived as a legitimate basis for discrimination;
second, there is strong “moral perfectionism”; third, there is a notion that devel-
opment must be about nation-states, not nationals; and fourth, a set of ideas
supports the notion that labor mobility is not necessary for prosperity. Two
intertwined themes are addressed for each of these four ideas. The first is a pos-
itive assertion that these beliefs exist and underpin the legitimacy of attitudes
toward limiting labor flows. The second theme is that (I believe) most of these
ideas are, if not wrong, much less solid than the weight they bear demands.

Immovable Idea One: Nationality Is a Morally Legitimate
Basis for Discrimination

There is a story that while perhaps apocryphal is nonetheless instructive.
During its waning days, the international condemnation of South Africa’s
apartheid was intense in the United Sates. Protesters in the United States felt
that it was morally intolerable that, in this day and age, a system would be
maintained that sharply limited the mobility of people, that kept people in
disadvantaged regions with no economic opportunities, that destined mil-
lions to lives without hope, and that split workers and their families—merely
because of the conditions of their birth. A prominent antiapartheid activist
was invited to come and give a series of lectures in the United States against
the evils of apartheid in South Africa. But the trip was canceled because she
could not get a visa to enter the United States.

It is said that fish do not know they are swimming in water.” The analogy
between apartheid and restrictions on labor mobility is almost exact. People
are not allowed to live and work where they please. Rather, some are only
allowed to live in places where earning opportunities are scarce. Workers often
have to travel long distances and often live far from their families to obtain
work. The restrictions about who can work where are based on conditions of
birth, not on any notion of individual effort or merit. The current international
system of restrictions on labor mobility enforces gaps in living standards across
people that are large or larger than any in apartheid South Africa. It is even true
that labor restrictions in nearly every case explicitly work to disadvantage peo-
ple of “color” against those of European descent.

The obvious response is that with apartheid people of the same nation-state
were treated differently while the apartheid of international barriers to mobil-

7. Of course, they do not know much of anything else either.
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ity is treating people of different nation-states differently. People subject to the
same laws should be treated the same based on conditions of birth. The fact
that people are, by whimsy of birth, allocated to different nation-states and
hence treated differently has no moral traction. In nearly all modern theories
of justice and ethical systems, most conditions of birth—one’s sex, race, and
ethnicity—are excluded as morally legitimate reasons for differences in well-
being, and yet discrimination on the basis of nationality is allowed.

The case of sex is instructive. Tremendous attention is given to differences
in schooling between boys and girls, in part because these are thought to be
the result of morally illegitimate discrimination. Yet the differences in educa-
tional attainment between boys and girls within a poor country are often an
order of magnitude smaller than those between boys in the poor country and
girls in rich countries. For instance, in India, a country widely known for hav-
ing a severe gender bias in schooling, the fraction of boys age fi