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2. Drivers of immigration 
policy: Popular attitudes 
and successful immigrant 
integration

W
e have argued above (section 1.3) that the EU 
will find it easier to curb irregular immigra-
tion if member states join together to offer 

more opportunities for regular migration to Europe, 
especially from Africa. Similarly, the EU’s contribution 
to protecting refugees worldwide should not be limited 
to financial support for low- and middle-income host 
countries; a key element should be an offer to resettle 
a substantial number of vulnerable refugees from low- 
and middle-income host countries to the EU (MEDAM 
2017, 30). Both work visas and resettlement are national 
competences of EU member states.

Therefore, in this chapter, we explore several import-
ant drivers of the stance of national immigration poli-
cies. Although well-managed immigration would gener-
ate demonstrable benefits for countries of destination as 
well as for immigrants and countries of origin—not least 
because of aging populations in EU member states—
popular attitudes toward immigrants and immigration 
have on the whole become more skeptical in recent years. 
In Western European democracies, a consistent trend in 
popular attitudes is typically picked up sooner or later by 
political parties and ultimately finds its way into govern-
ment policies.

Survey evidence suggests that many individuals who 
are skeptical about immigration are less concerned 
about the possible economic impact on their own fami-
lies, than about the economic and social welfare of their 
wider peer group and about the social cohesion of their 
societies (MEDAM 2017, 54). At first sight, this obser-
vation might suggest that policies that actively pro-
mote the cultural assimilation of immigrants offer the 
best chance of maintaining social cohesion and making 
future immigration acceptable to residents. However, if 
many immigrants were asked to deny important aspects 
of their cultural identity, this might precisely lead to 
alienation and segregation. In section 2.1, we therefore 
explore different dimensions of social integration and its 
links with immigrants’ economic performance. Against 
this background, we discuss ways to maintain social 
cohesion in the face of benign diversity.

Attitudes toward immigration and immigrants 
have also been negatively affected by highly publicized 
crimes perpetrated by immigrants, as well as subse-
quent debates in traditional and new media. In section 
2.2, we explore how events that reduce people’s sense 

of personal security affect their attitudes toward immi-
gration and immigrants. We discuss how traditional as 
well as new media can resist a style of debate that indis- 
criminately and inaccurately portrays a whole ‘out-
group’ as violent.

The spatial distribution of immigrants interacts with 
the economic and social integration of immigrants, 
although there are competing effects. All over the 
world, migrants have always sought to live in proxim-
ity to other migrants from the same country or region of  
origin. The numerous ‘Chinatowns’ in major cities 
around the world are only one prominent example. 
Apart from providing social amenities in the form of 
a shared language and culture, immigrants also tend to 
find work more quickly through such networks.

On the other hand, incentives to integrate socially 
and access economic opportunities beyond the immi-
grant network may be reduced if immigrants can have 
segregated, but fulfilling lives without ever learning the 
local language—especially if immigrant communities 
are large or the local language is very different from the 
native language. In section 2.3, we explore these regional 
dimensions of immigrant integration and ethnic diver-
sity, and discuss the role of policy interventions, parti- 
cularly to promote the acquisition of the local language.

In several EU member states, the recent arrival of a 
large number of refugees and the subsequent increase 
in government spending for their subsistence and inte-
gration have renewed the debate about the direction and 
size of the macroeconomic effects of immigration. While 
a large body of literature concludes that the impact on 
wages and unemployment as well as on taxes and bene- 
fits is typically ‘small,’ recent studies have identified  
several additional effects that might change this picture 
(and thus affect popular attitudes toward immigration).

In section 2.4, we use an innovative macroeconomic 
simulation model with a search-and-matching module 
for the labor market to assess the possible impact of the 
recent inflow of recognized refugees into the German 
labor market. We implement a rich labor market struc-
ture by distinguishing between native workers, incum-
bent immigrants, and recent arrivals, as well as between 
low-skilled and high-skilled workers within each group. 
We account for price and aggregate demand effects and 
simulate changes in the unemployment rate and after-tax 
income for native workers and incumbent immigrants.
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2.1 Beyond economics:  
Multiple dimensions of social 
integration and social cohesion

Lead authors: Nadzeya Laurentsyeva and Afaf Rahim

1 See for instance, Tanay et al. (2016) and MEDAM (2017) for the EU, Irastorza and Bevelander (2017) for Sweden, Brücker et al. (2016) for Germany, Clausen et al. 

(2009) and Schultz-Nielsen (2017) for Denmark, and Sarvimaki (2017) for Finland.
2 See Card et al. (2012), Dustmann and Preston (2004), Hainmueller et al. (2017), and Mayda (2006).
3 See Alesina and Giuliano (2011), Bartos and Levely (2017), Blau et al. (2011) and Fernandez and Fogli (2005).

W
hile the integration of immigrants is not a 
new public concern, it has become a more 
pressing issue following the recent increase 

in the number of immigrants in the EU as well as 
changes in immigrants’ ethnic composition. A num-
ber of studies, using various data sources, have docu-
mented the challenges of immigrants’ economic inte-
gration.1 At the same time, concerns have been voiced 
about the difficulties of immigrants’ social integra-
tion, particularly of immigrants who originate from 
culturally distant countries. As the existing evidence 
shows, noneconomic considerations related to culture, 
social cohesion, and identity matter greatly for the well- 
being of immigrants themselves as well as for the public 
acceptance of immigration.2 These concerns are mostly 
driven by the idea that cultural values and traits shape 
preferences and economic choices, and they are deeply 
ingrained and persist over generations. For instance, 
cultural persistence has been found to matter for politi-
cal attitudes, gender values, family ties, and social trust.3

Along these lines, there are at least three major con-
cerns related to immigrants’ lack of social integration. 
First, immigrants might retain norms and beliefs that 
deviate from what is generally accepted by the native 
population. This can lead to ‘culture clashes,’ which 
make the distinction between ‘us’ and ‘them’ more 
salient and, thus, negatively affect attitudes toward 
immigrants and immigration in general. In addition, 
the retention of original cultural values and norms by 
immigrants might be economically suboptimal in the 
realities of the host country (e.g., a low level of eco-
nomic participation by immigrant women). Second, by 
increasing diversity in society, immigration might ham-
per social cohesion. The higher the level of diversity is, 
the more people are exposed to ‘others’—with whom 
they cannot identify—and this can result in overall 
fewer social connections, a lower level of generalized 
trust, and a lack of cooperation and solidarity within 
society (see, for instance, Putnam 2007). Consequently, 
weaker social cohesion complicates the proper func-
tioning of the welfare state—by lowering tax contri-
butions and the provision of public goods—and can 

negatively affect the productivity of firms, especially 
of those relying on team work (Alesina and La Ferr-
ara 2000, 2005; Lyons 2017). Third, immigrants might 
continue to be more emotionally attached to their origi-
nal countries and not identify themselves fully with the 
host society. If immigrants do not feel they belong to 
(and are accepted by) the host society, their incentives 
to invest in country-specific skills, such as language or 
social capital, are low, which further reinforces their 
segregation and worsens economic outcomes. They will 
also have lower incentives to care about the host society  
and, hence, be less actively engaged in political and 
social life, which in turn might make them less keen in 
complying with the norms, laws, and expectations of 
the host country.

The presence of the above concerns makes the social 
integration of immigrants a policy-relevant issue. How-
ever, what does it mean for immigrants to be socially 
integrated in the first place? What objective and  
relevant measures can serve to monitor the progress 
(or to affirm the failure) of social integration? What 
are the links between economic and social integration 
and what policies can improve the social integration of 
immigrants? Policy makers face these questions when 
formulating and implementing integration policies.  
In this section, we synthesize the results of academic 
literature and present our own analysis to feed into the 
policy debate on immigrants’ social integration.

Social integration:  
Definition and measurement
While immigrants’ economic integration is relatively 
straightforward to measure, for example, by compar-
ing the employment rates or wages of immigrants with 
those of the native population, social integration rep-
resents a more complex normative concept, which has 
implications for defining what constitutes successful 
social integration and for measuring it.

According to the EU’s Common Basic Principles for 
Immigrant Integration Policy of 2004, immigrants’ 
integration represents “a dynamic, two-way process 
of mutual accommodation by all immigrants and  
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residents of Member States.”4 In this way, immigrants 
can be considered socially integrated if two condi-
tions are met: first, immigrants perceive themselves 
as equal members of the host society and act accord-
ingly; and second, the native population accepts immi-
grants as equal members of society and is willing to 
interact with them. Such perceptions of belonging to 
society (by immigrants) and acceptance (by the native 
population) can be manifested by ‘barrier-free’ inter-
action between immigrants and the native popula-
tion, by a high degree of interethnic trust, by immi-
grants’ respect of laws, values, and social norms, or 
by equal social and political engagement. In order 
to measure how well immigrants are socially inte-

4 For the full list of Principles see Council of the European Union, 2618th Council Meeting of the Justice and Home Affairs Committee, Press Release No. 

14615/04, Brussels (November 19, 2004), http://www.consilium.europa.eu/ueDocs/cms_Data/docs/pressData/en/jha/82745.pdf.

grated in the host country, depending on the pur-
pose and context of the study, researchers have con-
sidered different dimensions of social integration and 
employed various indicators: demographic (marriage 
decisions, fertility), cultural (language, self-identifi-
cation, gender values, religiosity), or societal ones 
(political and social engagement, social inclusion, i.e., 
settlement patterns or participation in social activities).  
To evaluate whether immigrants are well integrated, 
it is common to compare the outcomes of immigrants 
with those of the native population and to interpret the 
differences as indicators of poor integration.

To quantify the social integration of immigrants 
in EU member states, we use microdata from the  

Figure 2.1 Differences in economic and social outcomes between first-generation  
immigrants and the native population in the EU-15

Source: Own calculations based on the European Social Survey, waves 2002–16.

Note: The sample includes respondents between ages 20 and 65 who live in an EU-15 country, both foreign-born and born in the current country of residence. 

The numbers in parenthesis below column headings show the mean values of outcomes for the whole sample. The bars in the graphs correspond to the regres-

sion coefficients for dummies: Foreign-born EU men, Foreign-born EU women, Foreign-born non-EU men, and Foreign-born non-EU women. Reference group: 

native individuals of the same gender and age group, from the same country of residence and interview year. Clustered standard errors at the country of residen-

ce*year level. Statistically significant coefficients (90 percent confidence interval) are labeled.

Variables: Employed = the respondent is currently employed; Language of host country at home = the respondent uses the main host-country language at 

home; Active citizenship = during the last 12 months the respondent took part in at least one of the activities specified (contacting a politician, national gover-

nment, or local government official; being a member of any political party; working in a nongovernmental organization or association; wearing a campaign 

badge/sticker; signing a petition; taking part in a lawful public demonstration; or boycotting certain products); Religious = the respondent considers him- or her-

self to be religious; Women work = the respondent disagrees with the following statement “Women should be prepared to cut down on paid work for the sake of 

family;” People are fair = the respondent agrees with the following statement “Most people are fair.”
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European Social Survey.5 We focus on cultural and soci-
etal dimensions of integration: usage of the host-coun-
try language at home, gender and religious values,  
social trust, and active citizenship. For comparison, 
we also look at the economic integration of immi-
grants measured by their employment rate relative to 
the native population. Figure 2.1 presents the results of 
the analysis.

5 We use all available waves of the biannual survey conducted from 2002 to 2016. We restrict the sample to people between ages 20 and 65, who live in an EU-15 

country (Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg, the Netherlands, Portugal, Spain, Sweden, and the United 

Kingdom).

Figure 2.1 shows that, even when controlling for 
gender, skill level, and age group, first-generation im- 
migrants differ in their economic and social out-
comes from the native population. The extent and con-
centration of these differences, however, vary across  
outcomes. While the employment gap is present only 
for non-EU immigrants, all immigrants, on aver-
age, lag behind the native population in terms of the  

S
ince the rise of terrorism in the early 2000s, mul-
ticulturalism has frequently been criticized by 
leading Western politicians, suggesting that it 

has retreated as a policy option for integrating immi-
grants. National identity, national values, and social 
cohesion have become the overriding priorities of pub-
lic policies in many European countries (Migration 
Policy Institute 2012). But what is multiculturalism 
and is there indeed evidence of its retreat? In a descrip-
tive sense, multiculturalism refers to policies that favor 
ethnic, racial, and religious diversity (i.e., the coexis-
tence of several cultural or ethnic groups) in society. 
In a normative sense, multiculturalism refers to an ide-
ology that values cultural diversity and calls for equal 
recognition of different cultural groups.a Multicultural 
integration policies thus go beyond the basic civil and 
political rights guaranteed to all individuals in liberal 
democratic states to extending rights for immigrants 
and minorities to express their distinct identities and 
practices.

The Multiculturalism Policy Index (MPI), developed 
by researchers from Queens University in Canada, 
offers a possibility to systematically study the dynamics 
of integration policies adopted by 21 developed coun-
tries throughout 1960–2011. The index covers eight 
different multicultural policies: legislative affirma-
tion, adoption of multiculturalism in the school cur-
riculum, media representation, dress code exemptions, 
dual citizenship, supporting ethnic groups’ organiza-
tions, supporting bilingual education, and affirmative 
action for disadvantaged migrant groups. Figure B2.1.1 
shows the MPI time series for five European countries: 
Sweden, the United Kingdom, the Netherlands, France, 
and Germany. In the 1970s, the MPI increased for the 
Netherlands, Sweden, and the United Kingdom, while 
it remained relatively low for France and Germany. In 
the 2000s, while Germany and France started to adopt 
more multicultural policies, the reverse happened in 

the Netherlands. Hence, except for the Dutch case,  
figure B2.1.1 does not provide strong evidence of a 
retreat of multiculturalism. Despite salient rhetoric 
by opponents of multiculturalism, it seems that most 
European countries continued to adopt multicultural 
policies. One possible explanation for this relates to 
the overlap between multiculturalism and civic inte- 
gration. The latter focuses on harnessing basic civil and 
political (rather than cultural) rights and values (see 
Banting and Kymlicka 2013; Duyvendak et al. 2013).

Box 2.1 Multiculturalism retreat: Rhetoric or reality? 

Source: Reproduced using the Multiculturalism Policy Index (MPI)  

(http://www.queensu.ca/mcp).

Note: The MPI scores indexes for eight integration policies at three levels  

(0, 0.5, or 1), with 1 indicating the most multicultural policies.

Figure B 2.1.1 Adoption of multicultural  
policies over time
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considered social outcomes. The magnitude of the gap is 
largest for home usage of the host-country language—
for both EU and non-EU immigrants. Yet, home usage 
of the host-country language might point to a rather 
strong degree of social integration (e.g., intermarriage 
or a strong commitment to stay in the host country).6  
Also, both EU and non-EU immigrants are to a sim-
ilar degree less politically and socially active than the 
native population. This can be driven by lower pref-
erences for political and social engagement among 
immigrants,7 as well as by various structural barriers 
immigrants face in the host country, such as a lack of 
country-specific knowledge or limited access to poli- 
tical and social institutions.

With regard to the considered cultural indicators— 
religiosity and attitudes toward the economic partic-
ipation of women—the gap is statistically larger for 
non-EU immigrants. Non-EU immigrants also exhibit 

6 This indicator does not correspond one to one with knowledge of the host-country language, as immigrants can be fluent in it, but at the same time keep their 

own language at home.
7 This tendency can be due to the fact that immigrants do not anticipate a long-term stay in the host country or because they retain origin-specific attitudes to 

political and social participation.
8 Self-reported identity, however, is subject to measurement error more than other measures. Therefore, the differences are less likely to be detected.

a lower level of social trust, which could relate to the 
influence of their original culture but could also arise 
from experiences in the host country (i.e., due to more 
legal constraints, incidences of discrimination, or more 
negative attitudes of the native population). However, 
the magnitude of this gap is marginal. Moreover, there 
are no significant differences between immigrants and 
the native population in terms of self-reported gene- 
ralized trust (i.e., evaluation of the statement “People 
can be trusted”). While not presented in the figure, we 
should also mention that, on average, there are no sig-
nificant differences among immigrants and the native 
population concerning their emotional attachment to 
the host country (identity),8 participation in social activ-
ities, or trust in the host country’s official institutions.

As shown in figure 2.2 (panels a and b), the con-
vergence of immigrants’ outcomes on the level of the 
native population over the years of their stay in the host  



b. Convergence across gender

Religious Women work People are fair

Employed Language ACI

0‒5 6‒10 11‒20 >20 0‒5 6‒10 11‒20 >20 0‒5 6‒10 11‒20 >20

-60

-40

-20

0

20

-60

-40

-20

0

20

Years of stay

D
iff

e
re

n
c
e
 r

e
la

tiv
e
 t

o
 n

at
iv

e
 in

d
iv

id
u

al
s 

(%
-p

ts
)

Men Women

Source: Own calculations based on the European Social Survey, waves 2002–16.Note: The figure is based on the regression results (in panel a, separately for 

native individuals and non-EU migrants and for native individuals and EU migrants; in panel b, separately for immigrant men and women). Clustered standard 

errors at the country*year level. The sample includes respondents between ages 20 and 65 who live in an EU-15 country. In addition, all regressions control for 

gender (when necessary), age group, country of residence, and interview year. The plotted coefficients correspond to the dummies denoting year of stay in the 

host country (1–5, 6–10, 11–20 and >20) and show the difference in a given outcome between a native individual and an immigrant with X years of stay. ACI = 

active citizenship.

57

on Asylum and Migration Policies in Europe

country takes place at different speeds depending on the 
outcome in question and immigrants’ characteristics.9

While almost full convergence happens for employ-
ment, active citizenship, and to a lesser extent home 
usage of the host-country language, other dimen-
sions of social integration (e.g., religiosity and nota-
bly attitudes to women’s economic participation) have 
a much slower convergence rate over time. Further-
more, when comparing EU and non-EU immigrants 
with more than 20 years of stay in the host country, 
we observe that both groups almost fully converge on 
the levels of the native population in terms of employ-
ment and active citizenship. At the same time, non-EU 
immigrants are more likely to retain their original lan-
guage; they also remain more religious (although the dif-
ference from the native population decreases by about  
40 percent compared with newly arrived immigrants) 
and preserve their attitudes toward the economic par-

9 Yet it is worth noting that because of selective out-migration, these results show convergence of those immigrants who decide to stay in the host country.

ticipation of women. Comparing immigrant men and 
women shows that after 20 years of stay their outcomes 
relative to the native population are almost identical, yet 
for employment and active citizenship, the integration 
speed of immigrant women is slower than that of men.

Public perceptions of integration and  
policy responses
Still, it remains unclear whether all the reported differ-
ences in outcomes between immigrants and the native 
population should necessarily be interpreted as indi-
cators of poor integration. Does the successful social 
integration of immigrants require their assimilation  
across all the dimensions, in particular across those 
related to culture?

Policy discourse on the social integration of immi-
grants generally swings between two opposing 
approaches. The first approach favors assimilationist 
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policies on the premise that, in order to be integrated, 
immigrants should fully adopt the host country’s cul-
ture—its dominant values and norms, leading to the 
“attenuation of distinctions based on ethnic origin” 
(Alba and Nee 2003). Conversely, the second approach 
argues for adopting multicultural policies (see box 2.1) 
that acknowledge immigrants’ cultural identity and 
tolerate cultural diversity. Under such an approach, 
integration literally means “being an equal member of 
the society,” while the attachments to origin or the host 
country’s culture are not necessarily deemed mutually 
exclusive (Berry 1990, 1997).

One way to approach the debate on integration policies 
is to gather evidence on how the public—both the native 
population and immigrants—actually understands and 
perceives integration. The native population will judge 
how successful integration policies are based on the 
expectations they have had regarding immigrants’ inte-
gration. Whether these expectations are met or not will 
shape attitudes toward immigrants and immigration 
policies. Immigrants, in their turn, will direct their 
efforts (e.g., to acquire country-specific skills or adjust 
their social behavior) based on what they perceive is 
needed for integration in the host country, assuming 

10 Fouka (2016) finds that forced assimilation rather than efforts to facilitate the integration of German immigrant children in the United States instigated a back-

lash and strengthened the sense of cultural identity among the minority immigrants.

they want to integrate in the first place. Both perspec-
tives are necessary for formulating and evaluating inte-
gration policies; however, as box 2.2 illustrates, the per-
ceptions of integration by the native population and 
immigrants can substantially differ. Several studies 
have shown that immigrants do not find it contradic-
tory to be well integrated in the host country while still 
retaining their original culture—especially in private 
domains. But the native population views immigrants’ 
assimilation across certain cultural dimensions, such 
as using the host-country language at home or accept-
ing social values, as crucial integration outcomes.

Hence, policies in the area of social integration have 
to reconcile different perceptions and expectations and 
ensure immigrants’ acceptance of and compliance with 
integration measures. Both assimilationist and multi-
cultural approaches to integration, however, come with 
trade-offs and criticism. While immigrants’ full assim-
ilation might be desirable to improve social cohesion 
and, hence, to increase the acceptance of immigrants 
and immigration by the native population, social inte-
gration policies that require individuals to suppress 
fundamental aspects of their identity can backfire and 
lead to the development of oppositional identities.10 

W
hat constitutes successful integration of immi-
grants from the perspectives of the native 
population and immigrants themselves?

Existing research suggests that differences exist 
between immigrants and the native population regard-
ing the preferred integration strategy. Immigrants 
appear to be in favor of multiculturalism (Breugelmans 
and van de Vijver 2004; Callens et al. 2014). For them, 
cultural maintenance and adaptation to the host-coun-
try culture could be seen as two independent options 
(Berry 1997, 2001). As such, immigrants might see the 
multicultural integration strategy as less socially and 
psychologically stressful than the assimilationist policy, 
because it allows them to maintain their social habits, 
while at the same time enabling them to become equal 
members of society (Arends-Tóth and van de Vijver 
2003). By contrast, the native population is found to be 
more supportive of the assimilation strategy—partic-
ularly for immigrant groups with large cultural differ-
ences (Maisonneuve and Testé 2007; Navas et al. 2007).a 
In explaining what mediates these diverging integra-
tion preferences, Tip et al. (2012) argue that the native 

population often views the preferences of immigrants 
to maintain their culture as a threat to social cohesion 
in the host country.

Yet, not all cultural indicators of social integra-
tion are perceived by the native population as equally 
important. Using a conjoint survey in the United King-
dom and the Netherlands, Sobolewska et al. (2017) sug-
gest that the native population has a multidimensional 
view of integration with a stable hierarchy of prefer-
ences on integration outcomes. Using the host-coun-
try language at home is perceived as the most import-
ant integration outcome. It is followed by respecting 
European gender values—more specifically, positive 
attitudes toward women’s rights and economic partic-
ipation. Having friends among the native population 
comes as the third most important integration out-
come according to the respondents. Religiosity, in con-
trast, is not perceived as a crucial aspect. In addition, 
nominal outcomes, such as holding citizenship of the 
host country, are viewed as less important than actual 
political and social engagement.

Box 2.2 Multiculturalism or assimilation: Diverging perceptions of integration 

a Studies by Breugelmans et al. (2009) and van de Vijver et al. (2008) reveal that the attitudes of the host population toward integration also depend on the 

socio-demographic characteristics of respondents: those with higher education and those who perceive themselves as having better opportunities than 

immigrants show more support for multiculturalism than for assimilation.
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Multicultural policies, in contrast, aim to avoid such 
cultural conflicts by accommodating diversity; never-
theless, this approach has recently been contested in 
both academic literature and policy discourse. Crit-
ics have argued that multiculturalism’s promotion of 
cultural diversity has instead led to segregation and a 
lack of social cohesion (Koopmans 2013).11 As a specific 
example, France and the United Kingdom—albeit his-
torically pursuing diverging integration approaches—
have both experienced radicalization and incidents 
of home-grown terrorism perpetuated by second- 
or third-generation immigrants of Muslim origin. 
France has long adhered to assimilationist policies, 
based on the adoption of French cultural norms and  
values, whereas the United Kingdom has pursued multi- 
cultural integration policies recognizing ethnic 
minorities’ cultural and religious rights. Yet, nei-
ther country has fully prevented the social and  
economic alienation of immigrant minorities (Mix  
et al. 2011).

What is then the best integration policy approach? 
The answer is not straightforward, because the causal 
evaluation of integration policies is complicated by 
the complex interplay of various factors. While cul-
tural persistence is an important concern, negative 
integration outcomes might well be driven by struc-
tural problems. For instance, a large body of research 
on ‘ethnic penalties’ attributes the existence of gaps 
in economic and social outcomes between immi-
grants and the native population (after controlling 
for education, age, gender, and other socioeconomic  
variables) to inequality in opportunities, discrimina-
tion, and exclusion (see e.g., Heath and Cheung 2007; 
Heath et al. 2008; Johnston et al. 2015). Similarly, Aker-
lof and Kranton (2000) argue that a lack of economic 
opportunities and social exclusion represent two  
crucial factors behind the emergence of oppositional  
identities.

Therefore, rather than focusing on the symbolic 
debate of ‘assimilation vs. multiculturalism,’ pol-
icy makers could first take a structural approach to 
integration, which emphasizes the importance of 
socioeconomic factors for the social integration  
of immigrants (Algan et al. 2013). Structural con-
straints (such as limited access to work, housing, edu-
cation, information, or civil institutions) most likely 
play a decisive role in immigrants’ ability and willing-
ness to integrate in the host-country society. Relax-
ing these constraints through policies could arguably  
be more efficient than trying to directly modify  
the cultural traits of immigrants or to affect prefer- 
ences of the native population regarding cultural 
diversity.

11 For instance, the spatial segregation of immigrants and public visibility of immigrants’ expression of religion (e.g., the hijab) are often viewed as symbols of mul-

ticulturalism’s failure. Using comparative policy analysis with data from eight European countries, Koopmans (2010) argues that, when combined with a generous 

welfare state, multicultural policies do not provide strong enough incentives for immigrants to acquire the host-country language or to develop interethnic cont-

acts, thus leading to higher segregation and lower economic participation.
12 Source: Eurostat Labour Force Survey, Ad hoc Migration Module, 2014.

Does the economic integration of immi-
grants facilitate their social integration?
In this final subsection, we look at the role of one 
important structural issue—access to employment—in 
the social integration of immigrants. The employment 
gap between non-EU immigrants and the native popu-
lation in the EU is well documented. As shown earlier 
in figure 2.1, even when controlling for skill level and 
age, this gap is substantial, in particular for non-EU 
immigrant women. Similarly, non-EU immigrants lag 
behind other immigrants across certain measures of 
social integration.

Beyond differences in skill and age composition 
or cultural backgrounds, non-EU immigrants face 
harsher structural barriers. For instance, over 40 per-
cent of non-EU immigrant men and over 60 percent of 
non-EU immigrant women come to the EU for fam-
ily reunification reasons12 and thus might face a trade-
off: following a partner or choosing the location with 
the best skill-matching opportunities. Moreover, 
in many EU member states, labor market access for 
family members is explicitly restricted, for instance, 
through requirements to obtain a work permit and to 
pass a labor market test. Furthermore, among non-EU 
immigrants, beneficiaries of international protection 
represent a significant group, especially after the large 
inflow of asylum seekers to the EU in 2015–16. Sim-
ilar to family migrants, refugees face many obstacles 
in the labor market of their host country: among oth-
ers, restrictions on employment in the first few months 
after arrival and spatial mismatch between jobs and 
residential location due to mandatory settlement poli-
cies in many EU member states.

From the policy makers’ perspective, the benefits 
and costs of removing structural barriers (e.g., relaxing 
the labor market test requirement or conducting active 
labor market policies) is more tangible and therefore 
easier to implement relative to policies that directly aim 
at the cultural assimilation of immigrants. Thus, an 
interesting question is to what extent can better eco-
nomic integration of immigrants improve their social 
outcomes?

On the one hand, there are several channels through 
which employment arguably improves social inte-
gration. For instance, employment increases income, 
which in turn influences consumption and invest-
ment decisions. An employed immigrant will have the  
capacity to move out of an ethnic enclave and into a  
mixed neighborhood, invest more in country-specific 
skills or participate in social activities during leisure 
time. The work environment also offers platforms for  
interethnic interaction, which could diminish pre- 
judices (if any) toward immigrants, build intergroup 
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trust, and promote social cohesion. Employment 
could also increase the social status of immigrants 
and thereby reduce the incentives to develop an oppo-
sitional identity. Hence, immigrants’ employment is 
often considered to be central also for their social inte-
gration (Hansen 2012). On the other hand, social inte- 
gration does not necessarily change in parallel with 
employment. Immigrants might still lack the coun-
try-specific skills and knowledge necessary to be 
socially and politically active but which cannot be 
easily acquired on the job. Moreover, various trade- 
offs could arise between policies targeting differ-
ent integration outcomes. For example, active labor  
market policies might encourage immigrants to accept 
jobs early on at the expense of not properly devel-
oping human capital, which is necessary for fur-
ther job advancement and mobility. In addition, for 
newly arrived immigrants the choice of jobs avail-
able might be limited to those obtained through the 
ethnic community. As such, even employed immi-
grants could remain segregated from the native popu- 
lation with low incentives to invest in country-spe-
cific skills. This could lead to immigrants being locked  
in marginal jobs for a long time.

In a research project conducted under MEDAM, we 
aim at establishing the causal link between the eco-
nomic and social integration of immigrants by ana-
lyzing data from the German Socio-Economic 
Panel survey. An ideal experiment would randomly 
assign immigrants to varying conditions that ini-
tially affect only their economic outcomes (e.g., the  
probability of being employed) and which at a later 
stage could have an impact on social outcomes exclu-
sively through the employment channel. As a real-
world proxy for such experimental variation, we exploit 
labor market conditions at the time of immigrants’ 
arrival in Germany and analyze the outcomes of fam-
ily immigrants and refugees, who (unlike economic 
immigrants) do not self-select based on labor mar-
ket conditions.13 We conduct the analysis in two stages  
(illustrated by figure 2.3, panels a and b). In the first 
stage, we estimate the effect of the initial economic 
conditions (the unemployment rate in an immigrant’s 
skill group) on immigrants’ current employment.  
As figure 2.3 (panel a) shows, the initial economic con-
ditions affect the subsequent economic participation 
of non-EU immigrants and, in particular, of non-EU 
immigrant women. The results are also economically 
significant.

Our findings are in line with those of Åslund and 
Rooth (2007) for Sweden, who also report that immi-
grants who encountered high local unemployment 

13 Our main explanatory variable is the unemployment rate for an immigrant’s skill group in the year of his or her arrival in Germany. We use the IAB SIAB admi-

nistrative dataset (SUF SIAB Regional file 1975–2014) to construct longitudinal variables for labor market conditions per skill group. Skill groups are defined based 

on occupation and age (following the approach in Steinhardt 2011). In this way, we exploit only the variation in unemployment rates across different skill groups 

in a given immigration year. We can then identify the effect of the initial economic conditions on social integration outcomes while controlling for the year of 

immigration, year of survey, skill group, country of origin, and basic socioeconomic controls.
14 Data limitations prevented us from conducting the analysis with other social integration outcomes presented and discussed in this section.

rates upon arrival fare worse in terms of employment 
and earnings compared with immigrant cohorts arriv-
ing in favorable labor market conditions. The fact  
that the effect is strongest for non-EU immigrant 
women is not surprising: not only do they face more 
structural barriers relative to EU immigrant women, 
but also due to (on average) a more conservative cul-
tural background, the opportunity costs of employment  
for non-EU women are higher than those for non- 
EU men.

In the second stage, we look at the impact of employ-
ment on three social integration outcomes: knowledge 
of the German language, usage of German at home, 
and active citizenship.14 To avoid spurious correlation 
(as economic and social outcomes affect each other and 
depend on the personal characteristics of immigrants 
or other common external factors), we instrument cur-
rent employment with the initial economic conditions 
in the year of arrival in Germany. Figure 2.3 (panel b) 
highlights the positive relationship: better economic 
integration indeed appears to significantly improve the 
considered social outcomes of non-EU immigrants. 
Moreover, for knowledge and usage of the German 
language, the effect is significantly larger for immi-
grant women, suggesting that if they remain out of the 
labor market, there are fewer opportunities (or incen-
tives) for them to acquire host-country language skills.  
The main policy message from this result is that iden-
tifying and removing structural constraints that espe-
cially non-EU immigrant women face in the labor mar-
ket has the potential to yield substantial returns, not 
only for their economic outcomes, but also for their 
social integration.

Conclusions
Immigrants’ social integration is a complex multi-
dimensional phenomenon. It takes place at different 
speeds in some, but not necessarily all dimensions. 
In particular, social integration in relation to cultural  
values (such as religiosity and attitudes to women’s eco-
nomic participation) appears to be relatively unmal- 
leable and persists over generations.

As a normative concept, social integration is often 
perceived differently by the native population and 
immigrants. While the native population in general 
prefers immigrants’ cultural assimilation, immigrants 
are more in favor of multicultural integration poli-
cies. To date, the policy discourse on the social integra-
tion of immigrants has generally swung between these 
two opposing approaches (assimilationist or multi- 
culturalist policies), yet there has been no empirical  
evidence to support the effectiveness of either approach.
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Taking into account perceptions of both the native 
population and immigrants and properly communicat-
ing the goals of integration policies is important. Cau-
tion is needed when designing integration policies that 
require immigrants to suppress fundamental aspects 
of their identity, as this can lead to their alienation and 
the development of an oppositional identity.

A structural approach to integration is called for 
since removing the structural barriers that immigrants  
face represents a more feasible (down-to-earth) task  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

for policy makers. We have highlighted the effect of  
favorable labor market conditions when immigrants  
arrive with respect to their subsequent economic and 
social integration outcomes. Moreover, instead of focus-
ing on symbolic and divisive debates on cultural diffe- 
rences and assimilation, setting realistic and measur-
able integration targets (e.g., host-country language 
proficiency or active citizenship) would be more effec-
tive and achievable.

a. First-stage result: Effects of initial labor market 
conditions (unemployment rate) on immigrants’ 
probability of being employed in the future

Figure 2.3 Link between the economic and social integration of immigrants

b. Second-stage result: Effects of employment 
(instrumented with the initial labor market condi-
tions) on immigrants’ social integration outcomes

Source: Own calculations based on German Socio-Economic Panel data, 1986–2015. 

Note: The sample includes immigrants who came to Germany for family reunification or to seek international protection and were age 14 or older at the year 

of immigration. Statistically significant results are labeled. Panel a shows the first-stage results: the percentage point change in the current employment rates of 

immigrants if the initial unemployment rate in their skill group increased by 1 percentage point. Panel b shows the second-stage results: the percentage point 

change in social integration outcomes if the current employment rate increases by 1 percentage point. The regressions control for the year of immigration, skill 

group, survey year, country of origin, age group, education, and non-linear terms for years of residence. In a robustness check, we control for time-specific skill-

group effects; the results are qualitatively similar but lose their significance due to power issues. ACI = active citizenship.
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2.2 The impact of security- 
related events on attitudes 
toward migration Lead authors: Esther Ademmer and Tobias Stöhr

I
n the years 2015–17, there was a surge in high-pub-
licity terrorist attacks in the EU. Several important 
immigration countries, such as France, Belgium, 

Germany, Sweden, the United Kingdom, and Spain, 
were hit by terrorist attacks linked to Islamist extrem-
ism. Most of these attacks were perpetrated by mem-
bers of ethnic minorities who were first- or second- 
generation immigrants.

Have these events impacted attitudes toward 
migrants and migration in the EU? In countries with 
populations that have been highly critical of immi-
gration and the reallocation of refugees, such as Hun-
gary and Poland, over 70 percent of the population also 
agree with the statement that “refugees will increase the 
likelihood of terrorism in our country” (Pew Research 
Center 2016). Yet, in other European countries, citi-
zens do not make the connection between immigration 
or refugee flows and higher security risks nor do they 

necessarily see these as top priorities (maps 2.1–2.3).  
As map 2.1 shows, citizens in southern EU countries 
are far more concerned with unemployment. Also, 
Spain—the country that was hit by the most recent, 
highly publicized terrorist attack before the 2017 sur-
vey—has one of the lowest shares of respondents calling 
terrorism a top priority (map 2.2). Spain (40 percent), 
as well as France (46 percent), which arguably has been 
the most seriously affected by terrorism in recent years, 
are among the EU countries with the lowest shares of 
respondents confirming the statement that “refugees 
will increase the likelihood of terrorism in our country” 
(Pew Research Center 2016). Why do countries respond 
so differently to terrorist threats with regard to attitudes 
toward immigration? And under which conditions do 
security-related events affect attitudes and make peo-
ple call for stricter security and immigration policies?

Understanding these dynamics is crucial for shap-
ing policies on immigration and asylum at the national 
and EU levels. In democratic societies, these attitudes 
frequently narrow down the choice of a broad array of 
migration policies that politicians campaign for and 
advocate when elected. They thus potentially affect 
the policy response of the whole EU. This is even more 
the case given that views of refugees often go hand in 
hand with similar attitudes toward Muslims or non-EU 
migrants.

As we will discuss, attitudes are only partly fixed 
and can be shaped by the links that politicians and the 
media make between migration and terrorism, espe-
cially after terrorist attacks. These dynamics can cre-
ate both virtuous and vicious circles for social cohe-
sion and migrant integration: a societal environment 
that is hostile toward migrants is likely to make suc-
cessful social and economic integration far more diffi-
cult, while a welcoming environment is a likely facilita-
tor (Callens and Meuleman 2017).

(How) do events impact public opinion 
on migration?
Security-related events only matter for public attitudes 
toward immigration if people make a cognitive link 
between the two. This link is not made automatically, 
nor is it rational in the sense of being based on factual  
evidence. True, a recent study of one German state 
(Lower Saxony) shows an increase in crime victimiza-
tion that is largely associated with the region’s refu-
gee population (Pfeiffer et al. 2018). In addition, most 

Map 2.1 Share of the population who see ‘unemployment’  
as one of the three main challenges facing the EU

Source: Own elaboration based on data from Eurobarometer 2017.
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of the high-publicity terrorist attacks have been per- 
petrated by first- or second-generation migrants. When 
controlling for age, gender, and legal status, however, 
to name but a few factors that drive crime rates in any 
society, immigrants are no more prone to crime than 
non-immigrants. Empirical studies that cover a num-
ber of countries and a longer period do not show any 
clear or consistent link between immigration and 
crime (Nunziata 2015).

The factors that contribute to people making the cog-
nitive link between security-related events and immi-
gration hence provide explanations for the puzzling 
finding that people react to terrorist events with neg-
ative attitudes toward immigration and immigration 
policy in some countries, but not in others. To the 
best of our knowledge, there are no studies that sys-
tematically and holistically look into the complex pro-
cess that may make attitudes toward immigration or 
immigrants change after security-related events. Such 
factors are very difficult to disentangle in a scientifi-
cally sound way, because different psychological traits, 
socioeconomic conditions, political preferences, and 
contact with immigrants affect each other. In this sec-
tion we thus combine aspects covered in different aca-
demic disciplines to highlight some of the dynamics 
that can drive attitudinal change after security-related 
events (summarized in an illustrative process in fig-
ure 2.4). This may help to make some sense of the puz-
zling developments in EU countries in response to ter-
rorist attacks. While individual characteristics, such 
as age, gender, and deeply rooted psychological traits 
are the prime layer through which attitudes can be 
explained (see section 3.2 in MEDAM 2017), we put 
special emphasis on the political and societal dynam-
ics that may emerge after security-related events and 
which can result in attitudinal change.

Security-related events will raise the perception of 
insecurity in a society (step 1 in figure 2.4), if the pub-
lic perceives some chance that it too could be harmed. 
Threat perception, however, is not simply proportional 
to the number of incidences, the number of victims, 
or geographical proximity. It usually matters whether 
people identify with the individuals or societies victim-
ized by such attacks. The evidence from various attacks 
in Europe and in other parts of the world, comple-
mented by experiments on donations in the aftermath 
of catastrophes, shows that if people feel closely related 
to victims of an event—even to those who are phys-
ically distant—they react more emphatically and are 
more likely to feel threatened (see, for example, Lege-
wie 2013; Finseraas and Listhaug 2013; Kogut and Ritov 
2007). The fact that recent terrorist attacks related to 
Islamic extremism have received high levels of atten-
tion in Europe while attacks in the Middle East or other 
parts of the non-Western world are mostly ignored is 
thus not a coincidence. In addition, the major waves 
of terrorism that Europe experienced in the past—
by separatists or political extremists—often targeted  

20% 30% 40%

Map 2.2 Share of the population who see ‘terrorism’ as  
one of the three main challenges facing the EU

Source: Own elaboration based on data from Eurobarometer 2017.

Map 2.3 Share of the population who see ‘migration issues’ as 
among the three main challenges facing the EU

20% 30% 40% 50% 60%

Source: Own elaboration based on data from Eurobarometer 2017.
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symbols of the state. Terroristic attacks linked to Isla-
mist extremism, by contrast, are directed against civil-
ians, and aim to maximize public attention and fear. 
Targets are often selected accordingly, either as sym-
bols of an opposed lifestyle (e.g., concert venues) or 
because the diversity of victims will maximize inter-
national attention (e.g., airports or tourist attractions).

Once people feel threatened, they try to re-estab-
lish their psychological balance by making sense of an 
event—and prejudice and discrimination against out-
groups to which perpetrators allegedly belong are pos-
sible ways to do so (Greenaway et al. 2014). That said, 
not everyone learning about security-related events 
feels threatened and then translates this into preju-
dice, stereotyping, and eventually anti-immigrant atti-
tudes. Instead, people filter and digest the information 
about such events while being influenced by a num-
ber of individual characteristics and contextual fac-
tors as well as their previous attitudes and convic-
tions. People who hold unfavorable attitudes toward 
immigration, for instance, often fear that immigra-
tion increases crime and thus decreases their secu-
rity (Nunziata 2015). Attacks that are perpetrated by 
migrants may then confirm and strengthen this ini-
tial attitude. Conversely, people who hold positive atti-
tudes toward migration are less likely to re-evaluate 
the advantages they associate with immigration per se 
due to an individual perpetrator. Such attitudes toward 
migration are relatively sticky and thus do not easily 
change in response to an event. The reason is that they 
do not come out of thin air15 and are again determined 
by a number of psychological, demographic, socio- 
economic, and political factors (see section 3.2 in 
MEDAM 2017). One of these factors, for instance, is 
the perception of control. Individuals are consider-
ably more likely to respond to a threat with prejudice 
against out-groups if they feel they have little control 
over the threat or over their lives in general (Greenaway 
et al. 2014). By contrast, those who feel in control do 
not respond to threats with higher degrees of prejudice.

It also matters whether an individual has contact 

15 As research on developments until 2014 has shown, attitudes toward immigration in Europe have not generally changed for the worse. On average, they have 

become slightly more positive, but people lean toward extreme views on either end of the spectrum, hence contributing to greater polarization (Ford and Lympe-

ropoulou 2017).
16 Cueing in this sense means that people are provided with hints on how to understand, judge, or categorize certain real-world developments.

with immigrants (Legewie 2013): more intense per-
sonal contact counters the negative effects that a higher 
number of migrants (for example due to the 2015 refu-
gee inflow) has on attitudes once an incident happens. 
While a larger number of immigrants in a region can 
increase the feeling of group threat, it also increases 
the likelihood of personal contact between immigrants 
and the local population. Hence, if immigrants are 
socially integrated into a local community in the host 
society, a negative event is unlikely to result in negative 
attitudes toward them within this community. This, 
however, does not preclude that other members of the 
host society who do not have this personal contact will 
develop negative attitudes toward them. The attitudes 
within a society may thus polarize, depending on who 
has contact with one part of society and thus poten-
tially develops a positive view of integration while the 
other a negative one. In addition, economic factors play 
a role: the abovementioned study also provides evi-
dence that security-related events have a stronger nega-
tive impact on attitudes when economic circumstances 
are worsening and when unemployment is on the rise.

Yet, there are other dynamics in a society that may 
influence public attitudes toward immigration. Hop-
kins (2010) shows that nationally salient issues, like the 
September 11 attacks, make attitudes toward migration 
change for the worse in communities in which peo-
ple experience more immigration. He argues that such 
attacks drive anti-immigrant sentiment via strong, 
national immigration rhetoric that provides cues16 to 
a host population that is unsure about how to judge 
demographic changes. People may especially look for 
such cues after events that increase their perceived 
insecurity, which in turn leads to the psychological 
imbalance described above (step 2 in figure 2.4).

Political parties may interpret a security-related inci-
dent and connect it to immigration (step 3a); risks are 
assessed accordingly, attitudes toward immigration are 
adjusted and so are demands for policy responses. In 
this regard, it is no surprise, for instance, that in the 
2016 Pew poll 85 percent of self-reported supporters 

Figure 2.4 A stylized process of attitude formation after an event

Note: For more information on demographic and other factors affecting individual attitudes, see section 3.2 in MEDAM (2017).
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of the French right-wing Front National agreed with 
the statement on refugees increasing terrorism while 
only 31 percent of supporters of the social-democratic 
Parti Socialiste did. These perceptions were measured 
within a country at a single point in time, so they are 
not explained by differences in actual risk.

The media provide the public with additional cues 
(step 3b) and often give politicians a voice. They also 
decide which actors and positions to represent and 
thereby contribute to transmitting the scope of inter- 
pretations from which individuals can draw. For 
instance, while British tabloids were firing a bar-
rage of superlatives to describe the supposed nega-
tive effects of immigration on taxpayers and the U.K. 
National Health Service, a German political talk show 
famously used the audience to illustrate that an inflow 
of 1 million refugees into a country of 80 million would 
be unlikely to overwhelm the treasury or society (see 
Berry et al. 2016 for a comprehensive analysis of the 
press coverage of the refugee crisis).

Such cues can lead to long-term differences in per-
ceptions that have little bearing on reality. Environ-
ments in which the media reports on migration issues 
in an overwhelmingly negative way can foster nega-
tive stereotypes of immigrants or ethnic minorities, 
tilt attitudes toward immigrants negatively, and cre-
ate demand for a more restrictive immigration pol-
icy (Van Klingeren et al. 2015). A higher number of 
negative news reports in one region can be shown to 
increase the perceived group threat more than in a sec-
ond region with the same level of crime but fewer such 
news reports. This mechanism is particularly strong in 
regions with fewer immigrants (Schlueter and Davidov 
2013). Over time this dynamic system can affect atti-
tudes and threat perceptions, as well as the choice of 
which media to consume (step 4b in figure 2.4). Tra-
ditional media are only one source where people look 
for information when events increase the perception 
of insecurity. New platforms have started delivering 
news and made individual selection of news outlets 
a much more passive affair, because algorithms now 
choose which news items a user encounters. This has 
important implications for how security-related events 
are perceived and discussed.

Social media, threat perceptions,  
and attitudes
In recent years, social media have not only come into 
wide use. Just as any traditional network, they also con-
nect people by facilitating an often loose network of 
friends and contacts in different regions and countries. 
In the past, many of these links would not have been 
sustained. Still, knowing someone from a place hit 
by a terrorist attack will increase the level of empathy 

17 The design and implementation of the research project described in this box is joint work by the authors and Robert Gold (Kiel Institute for the World Eco-

nomy). Technical assistance by Vahid Sadiri Javadi and research assistance by Eva Bengert, Hannah Sill, Merlin Pratsch, and Julian Wingenbach are gratefully ack-

nowledged.

with victims. Social networks can thus relay the per-
ception of being threatened by security-related events 
across large geographical distances. This mechanism, 
however, will mostly be relevant to those with inter-
national contacts who have traveled considerably and 
have created a geographically spread-out network of 
friends and acquaintances. For large parts of the popu-
lation, the contacts on social networks are mostly local 
or from the same country. The arguably more import-
ant effect of social media is therefore that on the kinds 
of information consumed and the insights social media 
provide on other people’s views. In addition, users can 
discuss political issues out in the open and can easily 
share news they find important or curious with geo-
graphically distant people in their personal network. 
Newspapers and TV stations now use social media 
accounts to reach audiences and often invite or even 
feature online commentary by ordinary users.

The extent to which migration and asylum are now-
adays discussed online can be studied, for example, by 
using data from the most widely used network in many 
countries: Facebook. We have compiled articles and 
the respective comments posted on this platform from 
2010 to 2017 by the 81 most important German regional 
newspapers (see box 2.3).17 During this time, the com-
ments under articles about migration and refugees 
increased by a factor of 500. This was driven only partly 
by more news items that could be commented upon. At 
the same time, there was a fivefold increase of commen- 
ters per article and the commenters who participated 
were not always the same. Rather, the increase in the 
number of unique commenters who provided any views 
also increased massively. The total number of comments 
shows three strong peaks: (i) at the height of the refu-
gee inflow in summer and autumn 2015; (ii) in January 
2016, when people discussed the mass sexual violence 
that occurred in Cologne on New Year’s Eve in 2015; and 
(iii) after the terrorist attack in Berlin in December 2016. 
The number of unique commenters per article by con-
trast shows a slightly different picture. After an initial 
spike in 2011 when the constitutional court discussed 
whether teachers should be banned from wearing head-
scarves, the systematic increase began with the first 
larger inflows of refugees from Syria in 2013. The broad-
ening of the number of commenters was already mostly 
underway when Angela Merkel gave her famous speech 
(“Wir schaffen das”/We will do it) in late August 2015. 
The highest peak (see the graph in figure 2.5), as in the 
case of the total number of comments, pertained to the 
discussion about the events of New Year’s Eve in 2015.

What are the likely effects of such discussions 
and comments on social media? Reading com-
ments alongside articles is not very likely to change 
the views of people at the extremes. However, those 
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S
ocial media has become an important arena for 
public discussion. Comments on social media 
provide unique insights into people’s opinions 

because they are largely unfiltered and thus unaffected 
by the distortions that plague opinion polls or scien-
tific surveys about controversial issues (e.g., the risk 
of nonparticipation by those with extreme opinions). 
Yet, not least due to technical difficulties in accessing 
data, there is so far relatively little systematic knowl- 
edge about the way in which immigration, immigra-
tion policy options, and security-related events are dis-
cussed online.

To overcome this research gap, we have been inves-
tigating the dynamics of social media debates about 
migration and asylum. Toward this end, we have 
systematically downloaded all Facebook com-
ments that were posted under articles published 
by the 81 largest regional newspapers in Germany  
(see figure 2.5). After filtering out articles not covering  
migration, asylum, or related topics, our dataset 
includes about 30,000 individual articles and 600,000 
user comments. Facebook users posted these comments  
from 2010 to 2017. For this report, we only focus  
on the years 2012 to 2017, which saw much more active 
commenting. The location of the regional newspaper 
that posted the comments provides a rough approxi-

mation of the location of the users who commented. 
We also know when a comment was posted and can 
distinguish among individual users who posted these 
comments with the help of an anonymized, unique 
identification number. What patterns can be seen in 
these data?

One straightforward finding—shown in figure 2.6— 
is that the average number of individuals who dis-
cussed migration and asylum below a single article on  
Facebook strongly increased over time, from about  
5 users amid the first wave of larger inflows of refu-
gees from Syria, to about 25 when the 2015 New Year’s 
Eve events in Cologne dominated the German head-
lines. If one imagines 5 people meeting physically in a  
small room in order to engage in a joint—and most 
likely heated—conversation, and the next time they 
meet 20 new people enter the room to add their opin-
ions, one gets an idea of the substantial meaning  
of this finding for public debates. Of the total 600,000 
comments, we have been studying a subset of sev-
eral thousand comments in greater depth, differen-
tiating the themes that users addressed in their posts 
and the authority level (such as the nation state or the 
EU) referred to, for instance. Analyses are ongoing and  
new findings and updates will be shared on the 
MEDAM website.

Box 2.3 Studying attitudes on social media

who previously had neutral opinions are likely to  
re-consider theirs (cf. Sung and Lee 2015). An impor- 
tant channel through which this can occur is that 
where online comments influence the perception of 
the majority opinion (Zerback and Fawzi 2017). Indi-
viduals tend to align their views with those of the  
majority of the social groups they interact with or want to 
belong to. This is the main origin of the powerful ‘group-
think’ effect, which was originally researched long before 
the invention of the internet. On social media platforms 
this effect can be particularly strong, since much of the 
news that users consume on social media is referred to 
them via their personal network. Members of the net-
work tend to act as filters. Where traditional media filter 
information and often try to provide a balanced picture, 
the news these contacts share is typically in line with 
their own opinions (Bakshy et al. 2015). Especially when 
the active, self-selected consumption of particular media 
outlets is replaced by passive consumption of a feed of 
information that others have preselected, the result can 
be a polarization of opinions. This can become self-sus-
taining because information that is not in line with prior 
biases tends to be either processed differently or ignored. 
Confirmatory news and comments, on the other hand, 
strengthen one’s own standpoint.

This mechanism not only matters because it shapes the 
debate online. People who are more politically interested 
and more politically active on social media also tend to 
be more politically active offline (Vitak et al. 2011; Gus-
tafsson 2012). Moreover, traditional media often change 
over time from an alarm mode of reporting to portraying 
more contextual information, leading to more balanced 
coverage. This has been shown to shape attitudes too 
(Boomgaarden and De Vreese 2007). By contrast, indi-
viduals are likely to initially comment on events in an 
alarm mode but may not later engage in a similar debate 
that places the incident in its wider context. In figure 
2.5 this is illustrated by the steep decline in the number  
of comments, which is partly driven by a decrease in 
the number of articles. This fall in user’s engagement in 
discussions can already be measured within a few days 
after an event. If people’s increasing use of social media  
focuses attention on the first few days after an event, this 
may amplify the cueing effect during the initial ‘alarm 
stage’ of reporting about security-related events. Later 
on, less contextual information may be conveyed to the  
public, ma-king it more difficult to sustain a balanced 
public debate and build support for effective policy 
responses.



Source: Own elaboration based on Facebook data, 2012-17.
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Conclusions and policy recommendations
Security-related events, such as terrorist attacks, can 
impact public attitudes toward immigration by chang-
ing the perception of threat. Perceived threat, however, 
does not directly or automatically lead to anti-immi-
grant sentiment. Instead, this mechanism depends on 
a variety of individual characteristics and contextual 
conditions. In this section, we have discussed a number 
of them, such as personal control and economic condi-
tions, that shape local responses to security threats. We 
have also looked at how the rapid demographic changes 
through migration (as seen in Europe in recent years) 
and security-related events are likely to increase a feel-
ing of uncertainty in the local population. Social or 
traditional media and political parties that interpret 
such events as being caused by immigration and which 
identify groups of immigrants as increasing threats  
provide cues to the population and thereby drive anti- 
immigrant sentiment.

The process outlined in this section allows for a 
number of policy-relevant conclusions. First, the per-
ceived loss of control over a threat or over one’s life 
in general partly determines whether such perceived 
threats translate into prejudice toward other groups in 
a society. This is relevant for policy making and the 
wider public, because it connects issues of security 
with social cohesion. Reducing the likelihood of such 
events from occurring by means of security expen- 
ditures will only be possible if extremely large resources 
are put to the purpose. Systematic flaws on the side of 
law enforcement authorities will certainly need to be 
tackled to reduce security risks in the long run. This 
also includes the deportation of individuals without 
legal residency who pose obvious risks. Yet, it is highly 
unlikely that terrorist attacks can be fully prevented in 
this way. If having a maximum of security is deemed a 

very important aim, a diminishing return implies that 
some of the vast resources would better be spent foster-
ing economic prospects, social integration, and social 
acceptance for those who feel sidelined and are at risk 
of radicalization—be they immigrants, non-migrant 
members of minorities, or members of majorities.

Second, turning from security to public opinion, 
there is a large risk associated with having anti-im-
migrant interpretations dominate debates after secu-
rity-related events that portray an entire out-group as 
violent. Not only are such portrayals factually mislead-
ing, but also they may increase future security risks 
because heightened intergroup rivalry diminishes 
social cohesion and makes it more difficult for mem-
bers of all kinds of minorities to integrate, feel part of 
society, and lead satisfying lives—factors that reduce 
the risk of radicalization (Dalgaard-Nielsen 2010; 
Lyons-Padilla et al. 2015).

We have identified political parties, as well as tradi-
tional and social media, as actors responsible for con-
veying such dominant interpretations. In our view, the 
interpretation of security-related events is too often 
left to vocal right-wing parties (who frequently con-
nect it to immigration). Moderate political actors dis-
tance themselves from radical ones, without providing 
a strong inclusive counter-narrative. Notably, however, 
a positive counter-example of this was seen in France 
after the attack on the satirical newspaper Charlie 
Hebdo, which President François Hollande framed as 
an attack on central (and inclusive) republican values. 
So far, the attack has not translated into an attitudinal 
change in terms of immigration policy (Solheim 2017).

Apart from political actors, traditional media could 
contribute to a more balanced coverage and interpre- 
tation of events by rethinking the alarm mode of 
reporting—which is often of no informational value—

Figure 2.5 Distribution of Facebook user 
comments under articles on migration and 
asylum posted by German regional newspa-
pers on Facebook

Figure 2.6 Number of unique Facebook com-
menters under articles on migration and asy-
lum posted by German regional newspapers 
on Facebook
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and by providing contextual information and a variety 
of different voices that jointly give more differentiated 
interpretations to the public. And finally, we have iden-
tified that social media has great potential to increase 
the polarization of public opinion, also because user 
comments define how news reporting is processed. 
Research suggests that one way to tackle problems with 
uncivil online discussions below news articles is to 
moderate user comments. Even the sheer impression of 
moderation (and the threat of deletion) has been shown 
to reduce bias in news consumption (Yeo et al. 2017).

In Germany, the Netzwerkdurchsetzungsgesetz 
(NETZ DG) put forward by the interior minister is an 

18 Variability is measured by the standard deviation of the employment probability differential between migrants and locals. To mitigate the influence of different 

levels of human-capital characteristics of migrants across countries, we assess employment probabilities conditioned on relevant, individual human-capital cha-

racteristics.
19 Here we consider the following European countries: Germany, Spain, France, Greece, Italy, Poland, and the United Kingdom. These countries have a sufficient 

number of regional divisions to assess a within-country dispersion rate.

attempt to improve the civility of online commenting. 
Since January 2018, social networks (of a certain size) 
need to delete ‘obviously unlawful’ comments within 
24 hours of their posting. The law has been massively 
criticized by various sides for potentially limiting free-
dom of speech, for being unconstitutional, and for 
shifting the responsibility of determining the potential 
unlawfulness of comments to private enterprises. The 
greatest challenge for political actors will thus be devel-
oping ways to enforce existing laws online in order to 
prevent further polarization without undermining the 
fundamentals that the legal order is based on in the 
first place.

2.3 The regional dimension  
of immigrant integration

Lead authors: David Benček, Rezart Hoxhaj, and Alessandra Venturini

Integration outcomes between and  
within countries
The economic integration of migrants is a priority for 
the host countries for both benevolent and opportu-
nistic reasons: a more integrated labor force is more 
productive and a net contributor to the welfare state 
(OECD 2013, 129); well-integrated migrants are less 
likely to accept very low wages or substandard con-
ditions of work (Constant et al. 2017), which helps 
to avoid a race to the bottom with resident workers;  
and finally, in simple terms, well-integrated migrants 
are happier members and contributors to society. Gen-
eral statistics, but also studies that take into consi- 
deration the specific characteristics of the migrant 
population (which differ across EU countries) show 
that employment and income differentials between 
migrants and residents exist almost everywhere in the 
EU (MEDAM 2017; Frattini et al. 2017). However, the 
variability of such economic integration indicators 
is much larger across EU member states than across 
regions within the same country (see maps 2.4 and 
2.5). The differential of the employment probability 
between locals and third-country nationals varies18 by 
9.2 percent for men and 12.9 percent for women across 
European countries, while it decreases to an aver-
age of 2.3 percent and 3.3 percent, respectively, when 
calculated separately within each country (Eurostat 
data, 2015).19

These figures support the argument put forth by van 

Tubergen et al. (2004) and Kogan (2006), who point to 
the relevance of the institutional and economic vari-
ables. More in particular the figures reflect the research 
of Guzi et al. (2016), who show that the wage differen-
tial at the national level is largely (about 87 percent) 
explained by the different characteristics of the coun-
tries in terms of the regulations and institutions that 
govern the labor market, welfare systems, productive 
structures, vocational training, and migration policies.

In addition, regional differences within the same 
country persist because, among other policies, those 
concerning integration are designed and implemented 
locally. Alongside local governance, plenty of other 
local factors play a crucial role in migrants’ integra-
tion. Among those, the manner in which migrants’ 
spatial distribution within a given region affects the 
level and speed of their integration is not only widely  
discussed in the academic literature but is also part of the 
public and policy debate. The current discussion about 
asylum seeker resettlement within the territory of host 
countries is just one example. In this section we thus  
focus on how the magnitude of the respective migrant 
community and its linguistic distance from the host 
country can affect the wages of migrants. Specifi-
cally, we scrutinize if and to what extent the linguistic  
distance shapes (or influences) the effect of commu-
nity size on the wages of migrants. Does the commu-
nity influence differ between linguistically close and  
distant groups of migrants?



Map 2.4 Country-level employment differential of locals vs. third-country immigrants, 2015
(Percentage point difference in employment probability, by gender)

a. female

Source: Own elaboration based on EU Labour Force Survey data for 2015 from Eurostat.
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Map 2.5 Regional employment differential of locals vs. third-country immigrants, 2015
(Percentage point difference in employment probability, by gender)

a. female

Source: Own elaboration based on EU Labour Force Survey data for 2015 from Eurostat.
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It is a matter of fact that migratory flows have sub-
stantially increased the socio-cultural diversity of the 
population in Europe. According to Eurostat, in 2015 
more than 100 different migrant languages were spo-
ken together with the existing 84 official, regional, 
and minority languages of the host countries. In the  
second part of this section, we discuss the various chan-
nels through which diversity, in the sense of linguistic 
diversity as well as the heterogeneity of origins, at a local 
level affects the wages of both migrants and local work-
ers. We complement this discussion with results from 
our recent work in the context of the MEDAM project. 

The results of this analysis should guide policies on 
the spatial distribution of asylum seekers, taking into 

account both the size of the specific ethnic commu-
nity and the composition of the foreigner community 
at the local level.

The effect of co-nationals  
on economic integration
When migrants make decisions about their destina-
tion, their choice is strongly affected by the presence 
of prior migrants with whom they share the same cul-
ture, values, and language. The empirical labor mar-
ket research frequently points to a negative role of co- 
nationals at the local level, arguing that in a segmented 
labor market, migrants of the same ethnic group 
tend to compete for the same types of jobs and thus  

F
ew people would claim that Europe has ‘ghettos’ 
like those found for the African-American popu-
lation in the United States. Yet, there is ample evi-

dence that migrants in Europe tend to live close to other 
members of the same group and, often, this also applies 
to their children (Musterd and van Kempen 2009). As in 
many other European destination countries that have 
received large numbers of non-European migrants in 
the past 50 years (like Germany, the Netherlands, or 
Belgium), the spatial concentration of migrants and 
their children has been a matter of concern in the United 
Kingdom. One could argue that a reduction in the levels 
of concentration of migrant groups is often a desirable 
outcome. The main reason is that the unequal distribu-
tion of individuals with different migrant backgrounds 
in the space can be an impediment to social cohesion 
(Uslaner 2012), as it prevents them from having more 
daily interactions with members of other groups.

That said, whether the spatial concentration of migrant 
groups is a good or a bad thing for the migrants them-
selves is a matter of debate. For example, migrant concen-
tration in the United Kingdom has been shown to have 
some positive effects on subjective well-being (Knies et 
al. 2016) and on occupational outcomes for second gen-
erations, especially among groups with high levels of 
human capital (Zuccotti and Platt 2016). These positive 
effects might be connected to the role of neighborhoods 
as providers of material resources (like places of worship, 
shops, or community programs), psychological resour- 
ces (positive identity and protection against discrimina-
tion), and in some cases high-quality social networks.

At the same time, migrant concentration has also 
been shown to have a negative impact on labor mar-
ket access for some groups, which is a key route to 
migrants’ integration in a society. Figure B2.4.1 show 
the spatial correlation between migrants’ concentra-

tion in the neighborhood (see the figure note) and 
migrants’ employment rate in the neighborhood, sepa-
rately for each migrant group, net of the effect of neigh-
borhood deprivation (which often affects employment 
outcomes). In general, but especially for Bangladeshis, 
the larger the presence of group members in the neigh-
borhood, the lower is their employment level. This rela-
tionship has also been corroborated after individual 
and household socioeconomic characteristics have 
been taken into consideration (Clark and Drinkwater 
2002; Khattab et al. 2010). A more recent study has also 
found long-term negative effects of ethnic concentra-
tion (Zuccotti and Platt 2016) on the employment of 
Pakistani and Bangladeshi women born or raised in the 
United Kingdom. Poor-quality social networks (espe-
cially for groups with lower socioeconomic resources) 
might be part of the explanation behind the negative 
effects of migrant concentration; in the case of women, 
the results might also be connected with the predom-
inance of traditional views about gender roles in areas 
with a high concentration of migrants, as found for the 
Bangladeshi population (Zuccotti 2017).

Key messages from these studies are, first, that 
while factors such as individuals’ socioeconomic back-
ground, religion, or cultural characteristics have long 
been shown to play a role in the labor market oppor-
tunities of migrants and their children (Heath and 
Cheung 2007; Platt 2005; Zuccotti 2015), policy mak-
ers need to take into consideration that processes con-
nected to the neighborhood—be they positive or neg-
ative—might also be playing a role. Second, and more 
generally, outcomes other than those associated with 
the labor market should also be considered when devel-
oping integration policies, since they may provide 
alternative views on the cost and benefits of migrants’ 
spatial concentration.

Box 2.4 The spatial dimension of migration: The U.K. case 

Lead author: Carolina Zuccotti
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wages decrease as the community—the supply of 
labor—increases (Chiswick and Miller 2002). A large 
community of co-nationals may also reduce the con-
tacts with the local community (De Palo et al. 2006) 
and therefore, negatively affect proficiency in the 
local language (Beckhusen et al. 2013 in the United 
States), which in turn reduces opportunities for the 
professional advancement of migrants. Other stud-
ies find a positive contribution of the community  
of co-nationals to the professional integration of 
migrants because it can help the newly arrived to over-
come labor market frictions (Damm 2009, in Demark): 
the community provides information and better access 
to training opportunities (Aydemir 2012, in Canada) 
and can produce positive human-capital externalities 
that increase productivity (see box 2.4).

This ambiguous effect of community size has moti-
vated scholars to investigate more precisely the dynam-

20 A forthcoming MEDAM Working Paper by Hoxhaj et al. on “Linguistic distance and integration of migrants at local level” uses the WHIP (administrative) dataset 

for Italy and the German Socio-Economic Panel.

ics of the community effect. For Germany, Battisti et 
al. (2016) find an initially positive effect of the migrant 
community, which declines and becomes negative 
over time. Clark and Drinkwater (2002) in the United  
Kingdom find a negative non-linear effect that declines 
as the size of the community increases. Our own 
research on how communities influence migrant wages 
in Italy and Germany finds similar non-linearities:20 
for Italy, we observe a negative effect on migrant wages 
that declines and becomes positive when the commu-
nity size reaches 2.3 percent of the province population. 
This means that several communities of Albanians and 
Romanians, which reach this critical concentration in 
Italian provinces, positively affect the wages of their 
co-nationals (see figure 2.7). In our analysis of Ger-
many, the community of co-nationals has no signifi-
cant effect in either direction. However, when delin-
eating the community in terms of common languages 

Figure B 2.4.1 Migrants’ predicted employment rates in the neighborhood, by level of migrant 
concentration in the neighborhood  
(quintiles) 

Source: Own calculations based on the 2011 Census and 2015 Index of Multiple Deprivation.

Note: Neighborhood data have been obtained for middle layer super output areas, which have an average of 7,800 individuals. For each migrant group, quintile 1 

refers to the 20 percent least concentrated, while quintile 5 refers to the 20 percent most concentrated. Values are expressed in percentage probabilities (with 95 

percent confidence intervals). The results are net of neighborhood deprivation.



Figure 2.8 Community size and linguistic distance, 2013 
(Percentage of the community population by nationality and district 
conditioned on their respective linguistic distance to German)

Source: Own calculations based on German Socio-Economic Panel data, 2016, German Central Register 

of Foreign Nationals (AZR) data, 2017, and Melitz and Toubal (2014).
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Figure 2.7 Community size and distribution by  
linguistic distance in Italy

Source: Source: Own calculations based on social security data for 2011.
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21 We use the Max Planck index to measure linguistic distance. The Max Planck measure, also called Levenshtein linguistic distance, uses the phonetic distance 

between most used words. The distance is 0 if the language is the same and 1.06 if languages are extremely different. Alternatively, we use the measure of proxi-

mity proposed by Melitz and Toubal (2014).
22 We do not expect any relevant distortion given that this propensity/ability of communities to change is strongly correlated with their initial linguistic distance.
23 Except for the Chinese community in Prato.
24 The marginal effect of the interaction between the community size and the linguistic distance is negative and increasing with linguistic distance. 
25 This group includes all Latin language-speaking countries.

we find a non-linear positive effect of community size 
on migrant wages that flattens out as the community 
increases. So Turkish migrants in Germany, whose 
community size can reach more than 7 percent of the 
district population, do not actually benefit from higher 
wages compared with, for example, immigrants from 
former Yugoslavian countries (see figure 2.8).

The size of the community alone only tells part of 
the story. Host-country language proficiency is another 
important determinant of a migrant’s success in the 
labor market. Our research accounts for the language 
proficiency at the community level by using the linguis-
tic distance/proximity21 between that community and 
the host-country language. Chiswick and Miller (2004) 
for the United States and Canada show that the greater 
the linguistic distance of immigrants’ native language 
from English, the poorer, on average, is the language 
proficiency of those individuals. Even so, as argued by 
Wodak (2017), language and culture change over time 
as individuals, and more generally their communities, 
tend to become assimilated into the host-country soci-
ety. In our analysis we are not able to take into account 
explicitly this changing effect.22 Figure 2.7 shows that 
four of the largest communities in Italy—Romanians, 
Albanians, Moroccans, and Chinese—are very diffe- 
rent linguistically, with the more linguistically dis-
tant communities rarely being very large.23 In order to  
capture the effect of the linguistic dimension, we inter-
act the community size with the respective linguis-
tic distance. That is, we want to understand whether  
the effect of a community’s size depends on the  
linguistic distance between the respective community 
and the host population.

The results suggest that the negative effect of com-
munity size increases when those communities are 
more different linguistically from the host population.24 
Yet, for communities of Romanian, Argentinian, and 
Peruvian descent—and more generally communities 
that are linguistically very close to the Italian popula-
tion25—this result does not hold true. These nationali-
ties are less likely to create detrimental agglomerations 
and language is unlikely to constitute a hurdle to their 
economic success.

Similarly, we find that in Germany the effect  
of community size is moderated by the linguis-
tic proximity between the migrant community and  
German. Therefore, only large communities that  
are linguistically close to German exert a positive  
effect on their migrants’ wages; large and  
linguistically distant communities in turn reduce their 
average wages. According to this finding, the largest 
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Turkish communities in figure 2.8 in fact reduce the 
wages of their members.

In conclusion, both cases demonstrate that the com-
bination of community size and its respective linguis-
tic distance is able to reconcile the ambiguous effect 
found in the literature. Community network effects on 
wages should be examined conditional on language 
distances, so that the changing role of migrant com-
munities in the labor market outcomes of their mem-
bers can be estimated correctly.

The effect of community diversity on 
migrant wages
The previous section analyzed the effect of local com-
munities on the wages of migrants. This subsec-
tion aims to understand, instead, the effect that the 
diversity of the population may have on the wages of 
migrants and locals. The definitions of diversity we use 
are explained in box 2.5.

Diversity implies the presence of different national 
groups specialized in different jobs and employed in 

different sectors with a high potential of creating syn-
ergies and complementarities between themselves and 
locals. Hard and soft skills are diversified, generating 
an atmosphere that favors innovation and efficiency. If 
firms are able to select the most suitable expertise they 
become more productive and innovative. The empirical 
research on the impact of migrants on innovation mea-
sured as patent citations or total factor productivity or 
GNP per capita indicates a strong positive role of high-
skilled foreign workers, especially in high-tech sectors 
(Alesina et al. 2016; Venturini et al. 2018). As Jacobs 
(1969) suggested, the diversity of countries of origin 
in New York after the Second World War was a multi- 
ethnic laboratory for innovation.

On the one hand, a multiethnic and multicultural 
environment can be positive for locals because they can 
consume a greater variety of goods and services. Local 
workers’ productivity may also benefit from sharing 
experiences with people from different backgrounds 
and by learning and applying new methods of work or 
new ideas. For Germany, Akay et al. (2017) find that the 

T
wo measures of diversity are widely used in the 
literature. The first measure of diversity is the 
share of foreigners (the ratio of the foreign and 

total population in a given region). This is a very rough 
measure of diversity since it just tells us the percent-
age of the population that is linguistically and cultur-
ally different from the host population. This measure is 
frequently used, however, to investigate if and to what 
extent the concentration of migrants in an area influ-
ences the wages of both immigrants and local workers. 
Most studies argue that in highly segmented labor mar-
kets a large share of immigrants could lead to their seg-
regation in low-skilled sectors with low wages and few 
opportunities for professional advancement. In con-
trast, the productivity and thus the wages of locals may 
benefit from complementarities with immigrants.
The second measure of diversity is the Herfindahl 
index.a It takes into account the degree of heterogene-
ity of a given territory in terms of nationalities and also 
the relative shares of those nationalities within the ter-
ritory. The index approaches the highest diversity score 
when there is a large number of nationalities of rela-
tively equal size. To take into account the linguistic/cul-
tural dimension of diversity, we also weight the Her-
findahl index with the linguistic proximity between 

locals and each migrant group.b Akay et al. (2017) build 
a similar index by weighting the Herfindahl index with 
the genetic distance intended as a proxy for cultural dis-
tance. It could be argued that the language proximity 
is able to capture contemporaneously both the cultural 
and the linguistic effects as (i) nationalities sharing a 
similar language are likely to be influenced by each oth-
er’s culture through lower communication barriers; and 
(ii) language proximity per se captures the effectiveness 
of exchanges between different nationalities.

The difference between the simple and the weighted 
index is illustrated by the following example: Suppose 
we have two regions in Italy that have the same num-
ber of foreign nationalities, say three. These nationali-
ties are equally concentrated in both regions. For these 
regions, the Herfindahl index will be the same, as it just 
captures ethnic fractionalization. Suppose now that the 
first region is composed of the same shares of French, 
Spanish, and Romanian people, while the second area 
is composed of the same shares of Chinese, Gambian, 
and Norwegian people. The first region is more homo-
geneous, as those nationalities are very close to the Ital-
ians in terms of culture and language while the second 
is quite heterogeneous and distant.

Box 2.5 How do we measure diversity? 

b Following Alesina et al. (2016), we weight the Herfindahl index in a way that gives more or less importance to nationalities of a certain linguistic proximity to the 

Italian language and the German language. The weight applied has the following formula: wc=2/(1+e-dc*q), where dc is the linguistic proximity of each nationality c 

to Italy or Germany and q has 2 extreme values: –10 (for linguistically closer countries) and 10 (for linguistically distant countries).

a The formula of the Herfindahl index is  H=1-∑
c   

mcd  
2  

, where m
cd

 denotes the number of migrants from country c living in district d and m
d
 is the total number  

of immigrants in the district. The index ranges from 0 (a low degree of diversity) to 1 (the highest degree of diversity). This index excludes the host population 

because we aim to investigate how the diversity ‘within’ the immigrant population and not ‘with respect to locals’ affects the wages of local workers.

md( (
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Map 2.6 Foreigner share and ethnic diversity in Italy, 2011

a. Foreigner share

positive effect of ethnic diversity on the well-being of 
the host society is stronger in relation to immigrants 
who are culturally closer to Germany. They argue that 
the ethnic diversity mostly improves the productivity 
of less wealthy Germans. Suedekum et al. (2014) find 
that the positive effect of diversity on local workers 
in the German regional labor market is transmitted 
mainly by foreign high-skilled workers. To our knowl-
edge, no study investigates the impact of diversity on 
the wages of immigrants.

On the other hand, the ethnic fractionalization of a 
territory may entail increased coordination and com-
munication costs and it could thus lower performance 
and productivity at the aggregate level. Stark differences 
in culture, language, and lifestyle may also induce the 
segregation of immigrants in areas that offer fewer job 
opportunities and lower wages. If the latter effect of 
diversity prevails, the host population will likely ben-
efit in terms of consumption but not in terms of remu-
neration, while migrants will likely earn lower wages.

Maps 2.6 and 2.7 show that the two measures— 
foreigner share and the Herfindahl index—are similar 
but capture different dimensions of diversity. In Italy, 
the migrant share and diversity index are not equally 
distributed across provinces (see map 2.6). Differences 
are more evident in the north. In particular, the prov-
ince of Piedmont hosts a large number of immigrants, 
who come from a limited number of origin countries. 
Differences are even more pronounced in Germany 
(see map 2.7): East Germany, which has the lowest 
share of migrants (except for Berlin) exhibits the high-
est degree of diversity. The migrant population in East 
German districts is low but composed of a large num-
ber of nationalities of relatively equal size. West Ger-
many, by contrast, accommodates large and more clus-
tered communities of immigrants.

Our research finds that the share of migrants has a 
negative effect on the wages of immigrants in Italy. The 
Herfindahl index, on the other hand, is positively asso-
ciated with the wages of immigrants. This result sug-
gests that the wages of immigrants tend to be lower in 
provinces with a large share of immigrants likely due to 
labor market segmentation and to a competition effect. 
But for given shares, the average wage of immigrants 
is higher if the territory is heterogeneous in terms of 
nationalities. Therefore, it seems that the specialization 
of different nationalities and the combination of their 
hard and soft skills increase their productivity. For the 
locals both the concentration of immigrants and eth-
nic diversity at the province level have a positive effect 
on their wages. Results also show that the language/cul-
tural dimension of diversity matters. The effect of eth-
nic diversity on the wages of locals is positive when the 
immigrants residing in the province are culturally/lin-
guistically closer to the Italian population, while the 
effect is not relevant when they are more distant.

In Germany, our findings suggest that locals’ wages 
also benefit from immigrants; however, it is not the 
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Source: Own calculations based on data from GISCO - Eurostat (European Commission); administrative 

boundaries from EuroGraphics, UN-FAO, and Turkstat (© EuroGeographics © UN-FAO © Turkstat)
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diversity of the population that seems to matter. Instead, 
the number of foreigners exerts a positive but decreas-
ing effect that likely reflects the higher productivity 
in urban districts compared with rural areas in East 
Germany that have virtually no foreign-born popula-
tion. Wages for immigrants, on the other hand, actually 
decrease with a higher degree of diversity in Germany, 
which suggests that migrant labor markets are not as 
segmented as in Italy, and so competition takes place 
among all foreigners, irrespective of their nationality.

Policy conclusions
This section highlights the very important role played 
by the institutions, productive structures, and types of 
welfare states in explaining observed differences in the 
labor market integration of migrants. In particular, it 
points to the difficulties of exporting ‘best practices’ 
from one country to another, especially when seem-
ingly similar realities present striking differences at 

higher levels of aggregation. More in general, we point 
out that for a practice to become ‘successful’ it should 
be highly tailored to accommodate the characteristics 
and functioning of the area where it is implemented.

The second conclusion—which follows the intuition 
of the seminal research of Hatton and Leigh (2011)—is 
that the labor market outcomes of migrants depend on 
the interactions between migrant communities and the 
host society. Linguistic proximity with the host popu-
lation favors these interactions and thus the migrants’ 
integration into the labor market. We also find that the 
negative role played by large communities is moderated 
by linguistic proximity. Thus, large and linguistically 
distant communities are much more likely to reduce 
migrants’ wages. Hence, policy interventions promot-
ing the linguistic attainment of migrants should be pri-
oritized in cases where a high degree of clustering of 
migrants’ communities is compounded by a larger lin-
guistic distance from the language of the host country.
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Map 2.7 Foreigner share and ethnic diversity in Germany, 2015
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Furthermore, policy attention should not be lim-
ited to the linguistic proficiency of migrant workers. 
It should be extended to the migrant community as 
a whole, which deserves dedicated linguistic invest-
ment that explores new and different ways of teach-
ing and learning, tailored to the needs of migrants. 
For instance, this may involve courses being held at 
the workplace or in locations where other activities are 
undertaken by the migrant’s family members.

The last conclusion points out that both the share 
of migrants at the local level and the heterogeneity of 

26 Taking account of the general equilibrium effects of migration “is one of the greatest challenges in the migration literature and…more research is needed in this 

area” (Borjas and Monras 2017, 412).
27 This subsection heavily draws on, but also adds to, Bodvarsson and Van den Berg (2013), who provide a comprehensive treatment of the economic effects of 

immigration.

areas in terms of different nationalities are assets for 
the host population. However, for migrants the effect 
of diversity is more nuanced and depends on the extent 
to which the labor market is segmented. The more seg-
mented it is, the more migrants compete among them-
selves and the effect on wages becomes negative. These 
results suggest that in addition to local labor market 
structures, policies guiding the spatial distribution of 
asylum seekers should also take into account both the 
size of the migrant population and its ethnic composi-
tion at the local level.

2.4 The macroeconomic 
effects of refugee immigration

Lead author: Dominik Groll

I
n both the public debate and economic research, 
when it comes to the economic effects of immigra-
tion in the host country, immigrants are viewed 

almost exclusively as workers. Immigrants increase the 
supply of labor in the host country, competing with res-
idents for the same number of jobs and thereby pushing 
down their wages. This view is obviously distorted, as 
it takes no account of the numerous other ways immi-
grants affect residents economically. Most importantly, 
immigrants are not only workers but also consumers. 
Thus, immigrants always increase both labor supply 
and labor demand.

By focusing on the labor supply side, the vast major-
ity of empirical research disregards the numerous feed-
back effects of immigration on the rest of the economy 
(so-called ‘general equilibrium’ effects). This over-es-
timates the potential negative effects on wages and 
neglects the effects on economic outcomes other than 
wages. A comprehensive picture therefore must also take 
into account the effects on employment, the capital stock, 
redistribution through the welfare system, and so on.26 

This section first provides an overview of the most 
important ways immigrants affect residents econom-
ically and then presents a model-based quantification 
of the effects of the refugee immigration in Germany.

What are the economic effects  
of immigration in the host country?27 
Immigrants as workers
The effect of immigration on the host country that has 
received by far the most attention in economic research 
is the price effect of competition and complementar-

ity. If immigrants differ from residents in their skills, 
immigration leads to a change in the composition of 
the workforce. If the share of low-skilled workers is 
higher among immigrants than among residents, the 
low-skilled workforce increases by more than the high-
skilled workforce, changing the relative supplies of the 
different skills in the economy. This puts downward 
pressure on the wages of low-skilled residents because 
low-skilled labor becomes relatively more abundant 
(the competition effect dominates). It also puts upward 
pressure on the wages of high-skilled residents because 
high-skilled labor becomes relatively scarcer (the  
complementarity effect dominates).

At the same time, the increase in the number of work-
ers leads to a decline in the capital intensity of labor: 
the average worker is equipped with less physical capi-
tal. As one of the key determinants of labor productiv-
ity, the decline in capital intensity immediately leads 
to a decline in labor productivity, putting downward 
pressure on wages. However, this effect is only tempo-
rary. The flipside of a lower capital intensity of labor is 
that the capital stock is operated by more workers, lead-
ing to an increase in capital productivity. As a result, 
firms increase investment in physical capital until the 
old capital-labor ratio is restored. Labor productivity 
and wages rise to their initial levels. In addition, the 
increase in the capital stock raises income for capital 
owners. To the extent that the capital stock is owned by 
residents, their income increases due to immigration.

More recently, the economic literature has sug-
gested an additional labor market channel (the employ-
ment-cost or job-creation effect) through which resi-
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dents can benefit from immigration (Chassamboulli 
and Palivos 2014; Battisti et al. 2017). The empirical evi-
dence suggests that immigrants earn lower wages than 
residents even if they have the same labor market char-
acteristics (such as skills). One reason for this could 
be that immigrants have a lower outside option when 
bargaining over their wages, which could be due to a 
higher disutility from being unemployed (e.g., a lack 
of social networks) or lower unemployment benefits. If 
immigrants earn lower wages, an increase in the share 
of immigrants lowers the expected employment costs 
for firms, so they post more job vacancies. Both immi-
grants and residents benefit from the higher number of 
available jobs, and it benefits even those residents who 
have the same skills as immigrants and who therefore 
face the strongest competition from immigration.

On a more aggregate level, immigrants have the 
potential to increase labor market efficiency, contrib-
uting to wage convergence across regions in the host 
country (Borjas 2001). Immigrants have already borne 
the high (economic and social) costs of emigrating 
from their home countries. If immigrants remain more 
mobile than residents after having immigrated, they 
will respond more strongly to changing labor market 
conditions across regions in the host country, mov-
ing to regions that offer better economic opportu- 
nities. As a result, labor mobility within the host  
country increases, facilitating the necessary adjust-
ment in response to changing economic conditions.

Though being less mobile than immigrants, resi-
dents themselves might also respond to immigration 
by moving to other labor markets. In the longer run, 
this includes moving not only to other regions or sec-
tors, but also into other occupations and skills. This 
internal migration response by residents counteracts 
or even eliminates potential negative effects on wages 
and employment.

Immigrants as consumers
An effect that usually receives very little attention 
relates to the fact that, like all residents, immigrants 
are not just workers but consumers as well.28 As a result, 
immigration increases demand for goods and services 
that are produced in the host country. The increase in 
aggregate demand and the subsequent increase in pro-
duction raise the demand for labor. Thus, immigration 
always increases both labor supply and labor demand. 
The size of this effect depends, among others, on the 
immigrants’ consumption preferences (tastes), their 
propensity to consume, and their inclination to remit 
part of their income to their countries of origin.

Immigrants as taxpayers and benefit recipients
On the one hand, immigrants pay taxes and contri-
butions to social security. On the other hand, they 

28 According to Bodvarsson and Van den Berg (2013, 110), “the demand effect of immigration…has been largely unaddressed by the mainstream economics litera-

ture. This is a major failure of this field of economics” (emphasis in the original).

receive benefits and consume publicly provided goods 
(e.g., education and infrastructure). If immigrants turn 
out to be net contributors to the welfare state, residents 
benefit from lower tax rates. By contrast, if immigrants 
turn out to be net recipients of the welfare state, resi-
dents suffer from higher tax rates. Two key determi-
nants of whether immigrants are net contributors or 
net recipients are their probability of being unemployed 
and the level of wages they earn. If immigrants are sub-
ject to higher unemployment rates than residents, they 
pay fewer taxes and receive more unemployment ben-
efits than residents. Expenditures on unemployment 
benefits increase by more than the revenues from taxes, 
so the tax rate rises, leading to a decline in the dispos-
able income of residents. The tax rate needs to rise also 
if immigrants earn lower wages than residents but con-
sume publicly provided goods to the same extent.

Immigrants affect the public transfer systems also 
through their age structure, which often differs from 
that of the host population. For example, if the host 
country maintains a pay-as-you-go statutory pension 
system (like Germany) and if immigrants are on aver-
age younger than the host population, they improve the 
relation between the retired and the working-age pop-
ulation (old-age dependency ratio). The size of the ben-
efit for residents depends crucially on the immigrants’ 
labor market participation rate, unemployment rate, 
and income levels.

Immigrants as entrepreneurs
Not all immigrants support themselves as workers or 
employees; a certain fraction of immigrants start their 
own businesses and become self-employed. As immi-
grants often come from countries with different con-
sumption preferences, lifestyles, and cultural back-
grounds, they tend to introduce foreign goods and 
services into the host economy. As a result, residents 
benefit from a greater variety of consumption possi-
bilities (provided they have a ‘love for variety’). Classic 
examples include foreign restaurants, music, and art.

Immigrants and market size
As immigration leads to an increase in the population of 
the host country, the market size for non-tradable goods 
and services increases. This can have various beneficial 
effects for residents. In a larger market, more specializa-
tion and exchange are possible. A prominent example 
is the positive effect of low-skilled immigration on the 
labor supply of high-skilled women in the United States 
(Cortés and Tessada 2011). As low-skilled immigrants 
work disproportionately in service sectors that are close 
substitutes for household production (such as cleaning, 
gardening, and childcare), the relative price of these ser-
vices has fallen. As a result, high-skilled women have 
increasingly purchased these services by immigrants on 
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the market, as their opportunity cost of producing the 
services themselves has increased. This has allowed them 
to increase the working time in their regular jobs. Similar 
effects have been found for Germany and other countries 
as well (Forlani et al. 2015; 2016).

The rate of innovation may also increase with market 
size. If innovation requires a fixed cost, the profits from 
innovation are higher the larger is the size of the mar-
ket. As a result, more resources are devoted to innova-
tions. Simultaneously, a larger market usually leads to 
more specialization, and more specialization is likely to 
increase the rate of innovation. In addition, a larger mar-
ket can lead to economies of scale in production, lower-
ing prices and therefore the cost of living for residents.

How strong are the effects of the refugee 
inflow in Germany?
We use the general equilibrium model of Battisti et al. 
(2017) to quantify the economic effects of the refugee 
inflow that took place between 2015 and 2017 on res-
idents in Germany.29 The group of residents encom-
passes not only the native population but also incum-
bent immigrants who were living in Germany prior 
to the refugee inflow.30 Of course, this model does not 
contain all the different transmission channels of im- 
migration presented above—in fact no model does. But 
it contains important general equilibrium effects that 
are not present in many empirical studies, which by 
construction often identify only partial effects.31 The 
effects presented should be viewed rather as long-run 
effects, i.e., after the capital stock has adjusted to restore 
the old capital-labor ratio.32

The model contains the traditional price effect 
of competition and complementarity, the employ-
ment-cost effect, the aggregate demand effect, the tax 
effect of unemployment benefits and publicly provided 
goods, and the capital-income effect (for details see 
above). Capital as well as low-skilled and high-skilled 
labor are complements in production. Within each 
skill group, native workers, incumbent immigrants 
(excluding refugees), and refugees are perfect substi-
tutes.33 At the same time, they differ in terms of their 
unemployment rates and their wages. Native workers 
are less likely to be unemployed and earn higher wages 
than immigrants, while immigrants are less likely 
to be unemployed and earn higher wages than refu-
gees, as is supported by the empirical evidence. In the 

29 We would like to thank Philipp Paetzold (College of Europe, Bruges) for invaluable research assistance on this part of the analysis.
30 The distinction between the native population, incumbent immigrants, and refugees is the only departure in terms of the model structure compared with Bat-

tisti et al. (2017), who only distinguish between the native population and incumbent immigrants.
31 Which empirical approaches identify partial wage effects and which identify the total wage effects of immigration are described, e.g., in Dustmann et al. (2016).
32 Note that, by assumption, residents cannot respond to the refugee inflow by moving into other skill groups, although this could be an important long-run 

adjustment margin in practice. Likewise, refugees cannot change their skills by assumption, although this is likely not true in the long rung (intrinsic decision, cur-

rent policies to increase language skills and professional education).
33 The assumption that refugees are perfect substitutes for residents in the same skill class tends to overestimate the negative competition effects for low-skilled 

residents, as the empirical evidence points toward imperfect substitutability (e.g., Ottaviano and Peri 2012).
34 By contrast, the bargaining power is identical for all groups.
35 The most important data sources for the calibration of the model are Battisti et al. (2017), Eurostat, Brücker et al. (2016), and Beyer (2016). Note that, depending 

on data availability, the statistics for native workers and incumbent immigrants are either based on birthplace or nationality.
36 This amounts to the remaining 30 percent as the share of refugees 65 years old and older is negligible.

model, the wage gaps are due to lower outside options 
when bargaining over wages.34 The different unemploy-
ment rates are due to different job-separation rates, 
implying different average job durations for native 
workers, immigrants, and refugees. Finally, a pro-
portional labor income tax is raised to finance income- 
dependent unemployment benefits and publicly pro-
vided goods. The parameters of the model are cali-
brated to match important stylized facts of the German 
economy, in particular regarding unemployment rates 
and wage gaps for low-skilled and high-skilled native 
workers, immigrants, and refugees.35

The net income for each group is defined as follows:
 W=(1-u)(1-t)w+u b+g+r k
It consists of wage income (w) after taxes (1 – t) multi-
plied by the probability of being employed (1 – u) plus 
unemployment benefits (b) multiplied by the proba- 
bility of being unemployed (u) plus a lump-sum trans-
fer of publicly provided goods (g) plus interest income 
(r) from capital (k). Unemployment benefits are propor-
tional to net wages. For immigrants and refugees, unem-
ployment benefits may include an additional disutility 
from being unemployed, a term that effectively reduces 
their income while being unemployed (outside option).

Baseline results
Between 2015 and 2017, a total of 770,000 asylum seek-
ers received a positive decision on their asylum appli- 
cation in Germany (i.e., refugee status or subsidiary pro-
tection). While around 70 percent were between 16 and 
64 years old (corresponding to the working-age popula-
tion) at the time of their asylum application, we include 
those who are younger than 16 years old in the calcula-
tions as well, as they will enter the working-age popu-
lation in the long run.36 In line with the assumptions of 
the Federal Employment Agency, we assume a partici-
pation rate of 75 percent, which results in 578,000 ref-
ugees who enter the labor market. Compared with the 
total workforce in Germany prior to the refugee inflow, 
this corresponds to an increase of the total workforce 
by roughly 1.4 percent. Around 61 percent of refu-
gees have received primary schooling and 39 percent 
secondary or tertiary schooling (Brücker et al. 2016).  
As a result, the low-skilled workforce (primary edu-
cation) increases by 4.4 percent and the high-skilled 
workforce (secondary and tertiary education) by 0.7 
percent. In the following discussion, the different 



79

on Asylum and Migration Policies in Europe

Table 2.1 Macroeconomic effects of the 2015–17 refugee inflow in Germany

Changes due to 
refugee immigration

Low-skilled High-skilled

Native workers
Incumbent 

immigrants Native workers
Incumbent 

immigrants

a. Aggregate demand effect, price effect

Wage (%) -1.34 -1.37 0.21 0.21

Unemployment rate (% pts) 0.16 0.20 0.00 0.00

Tax rate (% pts) 0 0 0 0

Net income (%) -1.51 -1.59 0.21 0.20

b. Aggregate demand effect, price effect, unemployment benefits

Wage (%) -1.20 -1.22 0.19 0.19

Unemployment rate (% pts) 0.21 0.25 0.00 0.0

Tax rate (% pts) 0.11 0.11 0.11 0.11

Net income (%) -1.43 -1.47 0.08 0.08

c. Aggregate demand effect, price effect, unemployment benefits, publicly provided goods

Wage (%) -0.85 -0.85 0.15 0.16

Unemployment rate (% pts) 0.44 0.52 0.05 0.10

Tax rate (% pts) 0.48 0.48 0.48 0.48

Net income (%) -0.72 -0.72 -0.48 -0.48

d. Aggregate demand effect, price effect, unemployment benefits, publicly provided goods, capital income

Wage (%) -0.85 -0.85 0.15 0.16

Unemployment rate (% pts) 0.44 0.52 0.05 0.10

Tax rate (% pts) 0.48 0.48 0.48 0.48

Capital income (%) 0.79 0.79 0.79 0.79

Net income (%) -0.47 -0.46 -0.28 -0.27

e. Aggregate demand effect, price effect, unemployment benefits, publicly provided goods, capital income, employment-cost effect

Wage (%) -1.09 -1.27 0.23 0.49

Unemployment rate (% pts) 0.01 0.02 -0.10 -0.20

Tax rate (% pts) 0.29 0.29 0.29 0.29

Capital income (%) 1.10 1.10 1.10 1.10

Net income (%) -0.28 -0.30 -0.01 0.30

Source: Own simulations based on a slightly modified version of the model by Battisti et al. (2017).

Note: Incumbent immigrants refer to immigrants (excluding refugees) who were already residing in Germany prior to the refugee inflow.
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transmission channels are added to the model one at 
a time, in order to illustrate the direction and relevance 
of each effect (except for the aggregate demand effect, 
which cannot be switched off separately).

If only the aggregate demand and the price effect of 
competition and complementarity are active, the wages 
of low-skilled residents decline by a little less than 1.4 
percent, whereas the wages of high-skilled residents 
increase slightly (table 2.1, panel a). As the immigra-
tion shock is concentrated in the low-skilled segment of 
the labor market, low-skilled residents suffer more from 
higher competition with low-skilled refugees than they 
benefit from complementarity with high-skilled refu-
gees, whereas high-skilled residents benefit more from 
complementarity with low-skilled refugees than they 
suffer from higher competition with high-skilled refu-
gees. In addition, unemployment rates increase slightly 
for low-skilled residents. As the refugees have higher 
job-separation rates, a filled job vacancy is less profitable 
for firms. As a result, firms post fewer vacancies, which 
reduces the job-finding rate also for residents, leading 
to higher unemployment rates. On balance, net income 
decreases for low-skilled residents by roughly 1.5 per-
cent and increases slightly for high-skilled residents.

Adding unemployment benefits financed by labor 
income taxes changes the responses of wages and unem-
ployment rates only marginally (table 2.1, panel b).  
Wages for low-skilled residents decrease a little less, 
which nonetheless comes at the cost of a slightly larger 
increase in unemployment rates. More importantly, the 
tax rate increases to finance higher expenditures on 
unemployment benefits, as refugees are more likely to 
be unemployed. A higher tax rate reduces net income 
for all residents. On balance, the decrease in net income 
for low-skilled residents and the increase in net income 
for high-skilled residents are a little smaller compared 
with the case without unemployment benefits.

Adding publicly provided goods changes the 
responses of net income more substantially (table 2.1, 
panel c). For low-skilled residents, the decline in wages 
is further muted at the expense of a stronger increase 
in unemployment rates. The tax rate also reacts more 
strongly. As refugees earn lower wages and are unem-
ployed more often than residents, their contribu-
tion to tax revenues is less than proportional. Accord-
ingly, the tax rate rises more substantially. Taken by 
itself, this reduces net income for all residents. How-
ever, publicly provided goods now constitute a part of 
net income, which does not respond to the immigra-
tion shock. As low-skilled residents receive lower wages 
and are unemployed more often than high-skilled resi-
dents but receive the same lump-sum transfer of pub-
licly provided goods, the share of net income that does 
not respond to the immigration shock is larger than for 
high-skilled residents. This explains why the response 
of net income improves for low-skilled residents but 

37 This simulation is based on the model version without the employment-cost effect (see table 2.1, panel d).

deteriorates for high-skilled residents compared with 
the case without publicly provided goods. High-skilled 
residents now also face a reduction in net income, even 
though they still benefit from an increase in wages.

Adding capital income mitigates the reduction in net 
income for residents (table 2.1, panel d). The increase in 
the total number of workers caused by the inflow of ref-
ugees leads to a reduction in the capital-labor ratio in 
the short run. As this raises the productivity of capital, 
firms increase investment. The capital stock rises until 
the old capital-labor ratio is restored. This leads to a cor-
responding increase in capital income. On balance, the 
reduction in net income for residents is attenuated.

Adding the employment-cost effect further improves 
the effects of the refugee inflow for all residents (table 
2.1, panel e). Since refugees earn lower wages than res-
idents with the same skills, the increase in the share of 
refugees in the workforce lowers the expected employ-
ment costs for firms. Firms post more job vacancies, 
which raises the chances of finding a job also for res-
idents. As a result, the unemployment rate for low-
skilled residents no longer increases, and the unem-
ployment rate for high-skilled residents even decreases 
slightly due to the complementarity effect. Wages for 
high-skilled residents increase by more compared with 
the case without the employment-cost effect. Since the 
increase in the overall number of jobs is larger com-
pared with the case without the employment-cost effect, 
the increase in the capital stock and in capital income is 
larger, and the increase in the tax rate is smaller, all of 
which props up net income for all residents.

All in all, regardless of whether residents see their 
net income decline or rise in response to the refugee 
inflow, the changes are relatively modest, ranging from 
-1.6 percent (table 2.1, panel a) to +0.3 percent (panel e).

Labor market integration of refugees
The degree to which the newly arrived refugees in Ger-
many will be integrated into the labor market depends 
on many factors, in particular on labor market policies 
and institutions. These include not only active labor 
market policies to enhance the labor market integra-
tion of refugees, but also institutions like the statutory 
minimum wage and means-tested, basic income sup-
port, which potentially hamper the labor market inte-
gration of refugees due to less hiring by firms and lower 
incentives to work. Uncertain prospects regarding the 
permission to settle permanently in Germany can also 
represent an important disincentive to invest in lan-
guage skills and country-specific human capital. In any 
case, the degree to which the refugees will be integrated 
into the labor market has an influence on how residents 
are affected by this immigration episode.

We repeat the simulation of the refugee inflow for a 
variety of different job-separation rates of low-skilled 
refugees.37 With regard to wages, the consequences 



c. Change in tax rate and capital income  
(in percentage points and percent, respectively)

d. Change in net income (in percent)

Figure 2.9 Macroeconomic effects and labor market integration of refugees

a. Change in wage (in percent) b. Change in unemployment rate  
(in percentage points)

Source: Own simulations based on a slightly modified version of the model by Battisti et al. (2017).

Note: Results are based on the model version without the employment-cost channel (see table 2.1, panel d). Incumbent immigrants refer to immigrants (exclu-

ding refugees) who were already residing in Germany prior to the refugee inflow.
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for low-skilled and high-skilled residents differ quite 
markedly. Whereas the response of wages deterio-
rates for low-skilled residents, it improves for high-
skilled residents (figure 2.9, panel a). This is because 
both the negative competition effect for low-skilled res-
idents and the positive complementarity effect for high-
skilled residents strengthen as the unemployment rate 

of low-skilled refugees declines. By contrast, all res-
idents benefit from smaller increases in their unem-
ployment rates (figure 2.9, panel b). Taken by itself, a 
lower job-separation rate of low-skilled refugees leads 
to higher profits for firms from a filled low-skilled 
vacancy and therefore to more low-skilled vacancies. 
As a result, the immigration-induced increase in the 
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unemployment rate for low-skilled residents becomes 
smaller, which in turn also benefits high-skilled resi-
dents due to complementarity. Finally, the lower is the 
unemployment rate of low-skilled refugees, the higher 
is the increase in capital income and the lower is the 
increase in the tax rate (figure 2.9, panel c). On balance, 
all residents benefit from a greater labor market inte-
gration of low-skilled refugees, as their net incomes 
respond more favorably to the immigration shock  
(figure 2.9, panel d).38

This exercise highlights again the importance of 
jointly analyzing the various dimensions along which 
residents are affected by immigration. By looking at 
wages alone, one would have drawn the conclusion that 
low-skilled residents are worse off from a greater labor 
market integration of low-skilled refugees. In doing 
so, however, one would have disregarded the benefi-
cial effects on their unemployment rate, capital income, 
and tax rate, which are strong enough to outweigh the 
negative wage effects.

Concluding remarks
According to this analysis, the macroeconomic long-
run effects of the refugee inflow in Germany—be 
they negative or positive—are modest. This finding 
is consistent not only with the macroeconomic stud-
ies of immigration episodes in other countries (for an  
overview, see Bodvarsson and Van den Berg 2013) but 
also with the few macroeconomic studies on the ref-
ugee inflow in Germany (e.g., Stähler 2017). First, the 
size of the immigration shock is not very large to begin 
with compared to the size of the host economy. As the  
official unemployment statistics of the Federal  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

38 It must be stressed that the potential costs of the policies associated with a better labor market integration of refugees are not included in this analysis, as they 

vary substantially depending on which policies are implemented. The costs of removing regulatory hurdles and disincentives are likely to be several orders of 

magnitude lower than the costs of improving language proficiency and skill levels. Depending on the costs and the necessary tax increase to finance them, the 

benefits for residents will be lower, at least in purely economic terms.
39 In the most affected district (Salzgitter), there were 20 job-seeking refugees per 1,000 residents as of February 2018.
40 See, e.g., Borjas and Monras (2017) for a very disaggregate analysis of the short-run effects of other historical refugee-immigration episodes.

Employment Agency suggest, this also holds at the  
regional level for the individual districts.39 The sin-
gle most important reason for this is the Königsteiner  
Schlüssel, according to which incoming refugees are 
allocated across German states according to tax revenue 
(two-thirds) and population size (one-third). Sec-
ond, an immigration shock triggers a variety of dif-
ferent effects, which work in opposite directions and t 
herefore attenuate each other. For this reason, it is  
crucial to take into account the macroeconomic  
feedback effects and the various dimensions along  
which residents are affected by immigration.

Low-skilled residents are somewhat more nega-
tively affected than high-skilled residents, since the 
refugees that have immigrated to Germany between 
2015 and 2017 are predominantly low-skilled. This 
result, though, depends on the simplifying assumption 
that the skills of both residents and refugees remain 
unchanged in the long run. This is unlikely to be the 
case, especially given the fact that the majority of ref-
ugees is young enough to benefit from government 
efforts to increase the refugees’ language skills and 
professional education.

On a more disaggregated level (e.g., by age) and in the 
short run, of course, the effects of immigration can be 
larger.40 In general, there is a trade-off between quan-
tifying the short-run effects of immigration on a very 
disaggregated level and taking into account the var-
ious macroeconomic feedback effects, which tend to 
come into play in the long run. Here, we have focused 
on the latter, as these effects usually do not receive 
much attention in public and academic discussions.
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