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Executive Summary

The first chapter of the thesis delves into the impact of low-skilled immigrant
entry on the declining unionization rates in the United States. It seeks to
answer a fundamental question: can the entry of low-skilled immigrants
explain the significant and consistent fall in unionization rates that began in
the late 1960s? This chapter presents a compelling argument that the influx
of immigrants has substantially altered the incentives for both native-born
workers and firms to engage with labour unions, ultimately contributing to
the decline in unionization rates.

The study suggests that as immigrant workers enter the labour force, they
change the dynamics of the labour market. High-skilled workers find that
their efforts are more rewarding in non-unionized sectors, which prompts
them to leave unions. In contrast, low-skilled native workers, who now face
competition from immigrant labour, become less valuable to firms if they
remain unionized and demand a union wage. This dynamic results in a shift
in unionization, with union membership declining at the two ends of the skill
distribution and becoming concentrated in the middle.

Empirical evidence is presented to support these claims, including an
instrumental variable approach that demonstrates how the entry of
low-skilled immigrants has contributed to the reduction in unionization rates
across different geographical regions. The analysis controls for other potential
causes of the decline in union density and suggests that the decline is not
solely attributed to immigrants becoming unionized. To further support these
findings, a search-theoretic model is developed to illustrate the mechanisms at
play, and predictions from the model serve to reinforce the research’s validity.
The model is then calibrated to the data, offering a detailed understanding
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of how low-skilled immigrant entry can account for a substantial portion
(48-55%) of the overall decline in union density, underlining the significant
impact of immigration on unionization trends.

This chapter makes significant contributions to the labour economics and
macroeconomics literature. It distinguishes itself by highlighting the dual
contributions of native-born workers and firms in the reduction of union rates
and offers a comprehensive theoretical and empirical analysis of the causal
link between immigrant entry and the fall in unionization rates.

The second chapter explores how fluctuations in exchange rates between the
source and foreign economies influence the earnings of immigrant workers.
Immigrants often divide their income between consumption in the foreign
economy and remittances sent back to their source country. Therefore,
changes in the exchange rate can have a significant impact on their real
income.

The chapter presents two hypotheses: one suggests that an unanticipated
wage shock from currency depreciation would lead to increased earnings
through greater labour supply, while the other hypothesis suggests that it
could lead to a decrease in earnings due to reduced labour supply, potentially
following a backward-bending supply curve once income effect dominates the
supply. The research findings supports the second hypothesis, indicating that
a source country’s currency depreciation leads to reduced earnings among
immigrants. Many immigrants are remittance senders, they reduce their
earnings when faced with source country currency depreciation because of
the income effect dominating the supply effect when real income increases.

By examining the relationship between exchange rate fluctuations
and immigrant earnings, this chapter makes a valuable contribution
to understanding the behaviour of immigrant workers and the role of
remittances as a mechanism influencing their earnings. It extends prior
research by considering the impacts of exchange rate fluctuations on a more
diverse immigrant population in Canada and offers a deeper exploration of
the heterogeneous responses within different immigrant groups, nationalities,
and years since immigration.



The final chapter of the thesis shifts its focus to macroeconomic conditions at
the point of entry into the foreign economy and how these conditions affect
immigrant earnings in both the short and long term. This chapter addresses
several key questions, including how entering the labour market during an
economic downturn impacts immigrant workers, their outmigration decisions,
and whether long-term success differs between immigrants who enter
simultaneously but vary in terms of skills, education, nationality, and gender.

The existing literature has primarily concentrated on the impact of economic
downturns on college graduates, showing that such exposure to increased
unemployment rates during economic crises can result in long-term earnings
reductions. However, this chapter seeks to examine the effects on immigrants,
a less advantaged group in the labour market and extends this analysis to
encompass individuals with different skill levels and educational backgrounds.
The research is based on a longitudinal dataset that matches immigrant tax
returns to their initial conditions at the time of entry, providing insights into
the long-term implications of initial labour market conditions on immigrant
earnings, assimilation into the host country, and outmigration decisions.
This study is significant as it provides a more in-depth understanding of how
economic conditions at the time of entry can influence immigrant outcomes.

The chapter also contributes to the literature on how entering the labour
market during a downturn can have long-lasting impacts on career choices,
earnings, and even mortality rates. Moreover, it adds an important dimension
by considering the heterogeneous responses among various immigrant
groups, highlighting the complex interplay of factors affecting immigrants’
success in the host country. Overall, this chapter provides valuable insights
into the implications of macroeconomic conditions at the point of entry for
immigrant earnings and assimilation, contributing to a better understanding
of the challenges and opportunities faced by immigrant workers in the labour
market.

11



1. De-unionization and Immigrant Entry
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This chapter of the study, delves into the complex relationship between
low-skilled immigration and the steady decline of union membership in the
United States. It begins by highlighting a significant shift in the U.S. labour
landscape, where union density dropped from its peak of 40% in the 1950s to
just 9% by the end of the 20th century. This downward trend coincided with
a substantial wave of low-skilled immigrants entering the United States. The
share of immigrants as a percentage of the U.S. population increased from
3% in the 1960s to around 11% around the turn of the century. The paper
emphasizes that these immigrants, particularly those arriving between the
1970s and 2000s, were predominantly low-skilled, with a significant majority
lacking a high school degree. This demographic shift in the labour force raises
a crucial question: is there a causal link between increased immigration and
the decline in unionization rates? To answer this question, the study explores
how immigrant entry affects the local labour market and the implications it
has on market structures like labour unions.

This chapter contributes to labour economics and macroeconomics literature
by addressing the decline in U.S. unionization rates. While previous research
pointed to skill-biased technical change (SBTC) as the main cause, this
chapter suggests that the entry of low-skilled immigrants can explain a large
part of the union fall in the U.S. In doing so, the chapter highlights how in
equilibrium the fall in union rates has a lot to do with native-born workers
and firms acting against unions. Unlike prior studies, this chapter empirically
supports the claim that low-skilled immigrant entry is a significant factor in
declining unionization. In summary, it offers a comprehensive view of the
complex factors behind the diminishing unionization trend.



This chapter contributes to the literature that examines the impact of
immigrant entry into the labour market on native workers’ earnings and
other outcomes. This literature employs two main approaches. The first
approach, exemplified by studies like Card (2001), Altonji and Card (2007),
and Card (2009), compares labour market outcomes or changes in response
to local immigrant inflows across different geographic locations. To address
the potential sorting of migrants, they utilize the “ethnic enclave instrument.”
Card (1990) found that the substantial influx of Cubans to Miami in 1980
(during the Mariel Boatlift) had a minimal effect on the Miami labour market.
Other papers using natural experiments to analyze the effects of immigrant
entry include Fried berg (2001), Glitz (2012), and Angrist and Kugler (2003). In
contrast, Borjas (2003) argues for comparing labour market outcomes across
education and experience groups at the national level.

However, Borjas’s identification strategy relies on the exogeneity of
immigrant flows into skill experience cells. This chapter aligns with the first
approach and specifically examines the impact of low-skilled immigrants on
unionization rates across different geographic regions and how they affect
the unionization rates of differently skilled native workers. It adds to the
understanding of how immigrant entry can influence labour market dynamics
and unionization rates, with a focus on low-skilled immigrants and their
impact on native workers of various skill levels.

From a modelling perspective, several papers have attempted to analyze the
effects of immigrants on local labour markets. Ottaviano and Peri (2012) used
a structural production function approach to examine the substitutability
between natives and immigrants with similar education and experience
levels. They found that immigrant entry had a more significant impact in
terms of wage reduction on previous immigrants than on low-skilled natives.
Chassamboulli and Palivos (2014) employed a search and matching framework
to assess the impact of immigrant entry on native-born wages and found it
to be substantial after calibration. Amior and Manning (2020) examined the
wage effects of immigration in a monopsonistic labour market. In this work,
a search and matching framework is used to explore how immigrant entry, in
general equilibrium, distorts the incentives for native workers to join unions
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and for firms to hire unionized workers. This chapter captures the dual-sided
incentives of workers and firms, resulting in changes in wages that lead to a
decline in union densities.

Furthermore, concerns have arisen regarding growing income inequality in
the U.S., and a decline in the union rate has been suggested as a contributing
factor. Studies by Card (1996), DiNardo et al. (1996), and Fortin and Lemieux
(1997) have linked falling union rates to increased wage inequality. Card (2001)
found that 15-20% of the rise in male wage inequality in the U.S. between
1973 and 1993 could be attributed to declining union rates. Lemieux (1998)
argued that unions compress the returns to a time-invariant unobservable
measure of skill, which impacts income inequality. Additionally, studies like
Card (2009) have connected increased wage inequality to higher low-skilled
immigrant entry. By analyzing how the entry of low-skilled immigrants leads
to a decline in union rates, this analysis bridges the two critical strands of
the literature on income inequality. This chapter is among the first to adopt
such an approach. Moreover, the decline in unions is a significant factor
behind job polarization and jobless recoveries, affecting the macroeconomy.
Understanding how immigrants’ entry can impact union density and,
consequently, various macroeconomic concerns is crucial, especially as some
countries, particularly in Europe, maintain higher union density and have
recently embraced more immigrant-friendly policies.

The empirical analysis in the study is based on two primary data sources.
Firstly, the U.S. Census data for the years 1960, 1970, 1980, 1990, and 2000 is
utilized, along with pooled observations from the American Community Survey
(ACS) for 2009-2011 and 2016-2018. The Census data provides information
on immigrant entry into the United States at the state and metropolitan
area levels, as well as valuable details about worker characteristics, such as
industry and occupation. However, the Census does not include information
on union status. To address this gap in data, the study relies on the Current
Population Survey (CPS) for all union-related information. The CPS data is
obtained from the National Bureau of Economic Research (NBER) website and
includes data from the May supplements for the 1970s and monthly files from
1983 onwards. To ensure time consistency in union rates across states, the



study follows the methodology outlined by Hirsch and Macpherson (1993).
For other non-union-related information from the CPS, the study uses the
March files, which provide more detailed information on location, country of
birth, union status, and other relevant variables. All data sources used in the
analysis come from the Integrated Public Use Microdata Series. The primary
sample used consistently across the CPS and Census data includes workers
aged 18 to 64 who are not self-employed, work for wages and salaries,
are not enrolled in school, and report positive hours of work and earnings.
Immigrants with missing information regarding their country of birth or year
of arrival in the United States are excluded from the analysis.

The research posits that immigrant workers entering a region influence it in
two fundamental ways. First, they alter the skill mix of the region, given their
predominantly low-skilled profile. This effect was particularly pronounced in
the U.S. between 1970 and 2000. Secondly, immigrants may be willing to
work for lower wages than similarly skilled native-born workers because of
their limited outside options. Immigrants often lack access to unemployment
benefits and may prioritize work over leisure in a foreign setting, enhancing
firms’ outside options. These two effects of immigrant entry can contribute
to a decline in union membership due to how labour unions are structured.
Unions typically advocate for an egalitarian approach and seek to minimize
skill differentials by paying similar wages to all members. When a significant
number of low-skilled immigrants enter the U.S. labour market, it affects the
incentives of native-born workers to join unions and firms to hire unionized
workers. High-skilled workers may find better-paying opportunities outside
of unions, and firms may resist unionization efforts more actively because
they now have better outside options with low-wage-seeking immigrants.
Consequently, it becomes less likely that low-skilled workers will be hired
at union wages, making it more appealing for them to seek non-union
employment.

To empirically evaluate this causal mechanism, the study begins by examining
correlations between immigrant entry and union membership across various
dimensions, including U.S. Metropolitan Statistical Areas (MSAs), industries,
and occupations. The study discovers a significant negative correlation
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between immigrant entry and union membership, and these correlations
persist in other cross-sectional variations (Figure 1.1). Furthermore, the
correlation is found to hold at the international level, suggesting that the

proposed causal mechanism might be applicable in diverse settings (Figure
1.2).

Figure 1.1: Cross-State Evidence on De-unionization and Immigrant Entry
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Note: In the left panel: Change in union rates and immigrant population shares across states
between 1980 and 1990. In the right panel: Change in union rates and immigrant population
shares across states between 1980 and 2000. Data on state-level unionization rates comes
from CPS and Hirsch and Macpherson (1993). The p-value of the slope coefficient using robust
standard errors is reported in parentheses.



Figure 1.2: International Evidence for De-unionization and Immigrant Entry
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Note: Union density data for all countries are sourced from OECD Annual Trade Union Density
Dataset. Estimates on immigrant entry are derived from various sources including StatsCan,
Census, Migration Policy institute documents, country-specific press release and World Bank.

To establish a causal relationship, the paper needs to address two potential
challenges in its identification strategy. The first challenge is endogeneity,
where omitted variables could simultaneously drive both immigrant entry and
the decline in union rates. The second challenge is the potential for spillover
effects caused by the migration of native-born workers and firms across
regions, which may violate the assumption of a closed geographical region,
potentially biasing the estimates. To tackle these issues, the study employs an
instrumental variable (V) approach known as the ’ethnic enclaves’ method.
This IV approach uses past immigrant stocks to predict future immigrant
shocks in a region. The critical assumption here is that past immigrant
stocks are not correlated with changes in current economic conditions. The
empirical findings suggest that low-skilled immigrant entry can explain a
substantial portion (48%) of the overall decline in union membership between
1980 and 2000. The study then conducts additional analyses to assess the
robustness of these findings and examine potential alternative explanations
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for the decline in unionization rates. The study evaluates various factors,
including the introduction of right-to-work laws, the growing importance of
the service sector, and skill-biased technical change. It concludes that these
factors, when considered individually, cannot fully account for the decline
in unionization. Even when these alternative explanations are included in
the analysis, low-skilled immigration remains a significant contributor to the
decline in union density.

Table 1.1: Estimates of the impact of low-skilled immigrant entry on
union rates, 1980- 2000, (States)

Full
Sample 1V-1970
(1) (2) (3) (4) (5)
(Immigrant/Native) Ratio | -0.228*** | -0.195** | -0.201** | -0.219*** | -0.242%**
(0.066) (0.092) (0.095) (0.071) (0.102)
Log Population X X X X X
Region Dummy - X X X X
Average Income - - X X X
Average Education - - - X X
R? 0.21 0.59 0.594 0.597
N 51 51 51 51 51

Note: The results are obtained from the decennial Census, 1970, 1980 and 1990. Robust
standard errors are in parentheses, adjusted for clustering at state level. *p < 0.10; **p < 0.05;
**¥p < 0.01.

In addition to the empirical analysis, the study presents a formal model
to illustrate the proposed causal mechanism. This model uses a standard
search-theoretic provide a qualitative
representation of how immigrant entry affects unionization. The model aims
to capture the equilibrium outcomes when immigrants enter the local labour
market in the presence of unions. The model does so by allowing workers
to differ in their observable skills as either high or low, and an unobservable
efficiency parameter that directly impacts their productivity when matched to

framework to and intuitive



a firm. Unions take the non-union wages as given and set a uniform wage for
all the members to maximize total union membership. The value functions of
the workers and firms decide the efficiency levels at which a worker chooses to
join the union and the firms hire a unionized worker. This general equilibrium
framework finds that when low-skilled immigrants enter the labour market,
unionization tends to shrink from the two ends of the skill distribution
and gets more concentrated towards the middle. High-skilled native-born
workers, who experience increased productivity due to complementary skills
in the production process, find better opportunities outside unions, leading to
higher non-union wages. More firms are now ready to hire these high-skilled
workers given their better productivity, further pushing up their non-union
wages. On the other hand, low-skilled native-born workers at union wage are
now less desirable by firms for two reasons. The first is due to diminishing
returns in the production function as more low-skilled workers are in the
market. Second is a better outside option for firms in terms of low-wage
seeking immigrants due to their lower outside options. Firms would prefer to
hire immigrant workers, thus reducing their probability of hiring a unionized
low-skilled native-born worker. These workers, therefore, leave the union and
opt for non-union jobs.

The study uses the model to make over-identifying predictions that can be
tested against the data. These predictions include an inverted ‘U’ shape
relationship between unionization rates and skill deciles, an increased wage
gap between high and low-skilled non-union native-born workers in response
to immigrant entry, and a decrease in the mean union wage. To further
validate the model, the study calibrates it to the U.S. labour market between
1980 and 2000, a period marked by significant low-skilled immigrant entry.
The calibration demonstrates that the model can predict approximately
48-55% of the total decline in union rates during this period. Notably, the
model performs better at predicting changes in union rates toward the high
and low ends of the skill distribution than in the middle. The study concludes
by extending the calibration exercise to the period between 2000 and 2017,
characterized by the entry of high-skilled immigrants. The findings indicate
that the model still provides a reasonably accurate explanation for changes in
union rates during this period.
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Given the model and empirical results, the chapter is in a position to
make some important policy prescriptions about immigrant workers and
unions. The chapter advocates for Labour Market Integration Programs.
Policymakers should develop programs that support the integration of
low-skilled immigrants into the labour market. This may include language
and job skills training to help immigrants secure better-paying non-union
jobs. Given the findings there is also a need for economic security measures
besides introducing safety nets that help immigrant workers transition into
non-union jobs without experiencing significant income losses. This can
include wage subsidies or unemployment insurance. Another point to bring
to attention is the need for continued data collection and analysis, especially
concerning unions. Enhanced data collection and analysis to continuously
monitor unionization rates and understand how immigration affects labour
market dynamics. Policymakers should stay informed about trends and
respond proactively.

This chapter also has implications for developing countries like India, where
there are migrant workers not only from different states coming and
settling in specific regions but also a significant influx of immigrants from
neighbouring countries, such as Bangladesh and Nepal. This research has
implications for understanding the dynamics of labour markets. Just as the
entry of low-skilled immigrants in the U.S. has contributed to changes in
unionization patterns and wage differentials, India may also experience shifts
in its labour market dynamics as immigrants join the workforce. For instance,
the entry of low-skilled labour from neighbouring countries could influence
the formation and behaviour of labour unions, particularly in industries where
immigrant workers are employed. Insights from the chapter could influence
labour policies in India and help policymakers anticipate and address potential
changes in unionization and wage structures resulting from immigrant labour.
In summary, this chapter provides compelling evidence that the influx of
low-skilled immigrants into the U.S. labour market plays a substantial role
in the decline of union membership. The study combines empirical analysis,
instrumental variables, and a formal model to offer a comprehensive and
robust understanding of this complex relationship, shedding light on the
factors contributing to the decline in unionization rates in the United States.



2. The Impact of Exchange Rate
Fluctuations on Earnings and
Labour Supply of Immigrants

In a globalised world, the movement of people between different countries
has increased tremendously. Despite the slowdown in recent years, with
countries opening their border once again, it is crucial to understand how
immigrant workers behave in a foreign country and what determines their
success. Immigrants often have meaningful and substantial ties with the
source country, and it becomes vital for policymakers to decipher if these ties
affect their labour market outcomes. Do immigrants consider their income’s
current home country value when deciding on labour supply? Therefore,
would exchange rate fluctuations impact the labour market outcomes of
immigrants because they affect the purchasing power of income earned
in the host country? The chapter contributes to this literature by looking
at exogenous changes in the exchange rate between different countries
and Canada to identify causal implications of exchange rate fluctuations on
immigrants’ labour market and earnings outcomes. This chapter demonstrates
this effect by showing that immigrants change their labour market behaviour
based on the purchasing power in their home country.

The importance of the immigrant population and the substantial attention
given to their economic well-being, and in turn, how this well-being links
to the remittance channel, makes this study even more crucial®. Another
significant part of the population is second-generation immigrants who
still may have significant links to their home country. Thus, how the
macroeconomic conditions of the home country may affect them is vital
for their well-being and prospects. This question also has a direct policy
implication regarding immigrant entry and duration of stay. In this context,

1 Source: Statistics Canada-https://www12.statcan.gc.ca/nhs-enm/2011/as-sa/99-010-x/99-
010-x2011001- eng.cfm
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it is to make policymakers aware that the behaviour of these immigrants can
vary substantially given their family background and their links to their home
country.

This chapter aims to contribute to two primary areas of literature. The
first area focuses on understanding how macroeconomic conditions in
immigrants’ home countries affect their behaviour, earnings, and overall
well-being. This line of research was notably popularized by Borjas (1985).
Nekoei (2013) explored the impact of exchange rate volatility on immigrants’
labour supply decisions in the U.S. Nekoei’s study found that a stronger U.S.
Dollar reduced immigrant earnings primarily by decreasing their work hours,
with a 10% dollar appreciation leading to a 0.85% earnings decrease and a
0.55% reduction in work hours in a year. However, Nekoei’s research had
limitations, as it employed cross-sectional data, lacked individual fixed effects,
and couldn’t address long-term implications or control for outmigration and
mobility.

This chapter builds upon Nekoei’s work and offers improvements in several
ways. Firstly, it shifts the focus to Canada, a country with a more diverse
immigrant population than the U.S. and a higher proportion of first and
second-generation immigrants. This allows for an investigation into whether
findings from the U.S. regarding exchange rate effects apply to Canada.
Secondly, this study better controls for observed and unobserved individual
heterogeneity, a factor recognized as crucial in modelling immigrant labour
market outcomes in various countries. Lastly, it quantifies the significance
of the remittance channel as a mechanism for immigrant behaviour, an
aspect often overlooked in previous studies due to the lack of remittance
information. This research can place the remittance channel at the forefront
of explaining changes in labour supply and earnings due to real exchange rate
fluctuations.

Additionally, this work contributes to the literature on inter-temporal labour
supply decisions. It considers how unanticipated wage increases may affect
labour supply over time, taking into account both substitution and income
effects. Previous studies have produced mixed results regarding the direction
and significance of wage elasticities on labour supply. Some argue for



negative or insignificant elasticities, while others suggest positive elasticities,
highlighting the complexity of this issue. Blundell and MaCurdy (1999) argues
that individuals are not free to set their labour supply hours. In contrast,
Camerer et al. (1997) argues that nonstandard, reference-dependent
preferences that exhibit loss aversion around a target income level can
explain the insignificance in labour supply choices. This chapter adds to the
ongoing debate in this field by considering exogenous changes coming from
remittance-sending behaviour and exchange rate fluctuations.

The chapter utilizes the Survey of Labour and Income Dynamics (SLID)
panel data from 1993 to 2011, providing a rotating, six-year-old sample for
regression analysis. The data also includes accurate nationality and year of
immigration to Canada, essential for income, hours worked, and household
characteristics. It also includes information on remittances. Besides, there are
two kinds of country variables used for the analysis. Firstly, macroeconomic
variables are obtained from the World Bank’s World Development Indicators
and the International Monetary Fund’s (IMF) International Financial Statistics
databases.? The real exchange rate here is constructed using IMF data, as
ERi = ei.(pCAD/pi) , where ei and pi are the nominal exchange rate (units of
home country currency per Canadian dollar) and the CPI index of country i,
respectively.?

The analysis uses the Survey of Labour Income Dynamics (SLID) to analyze
the impact of immigrants born outside Canada who migrated to Canada.
The sample is limited to countries with enough observations and exchange
rate data from 1993-2011. The analysis focuses on 22,850 individual-year
observations from immigrants from Canada’s top 40 immigrant-sending
countries. The data analysis will involve two empirical strategies. The first
step uses an Ordinary Least Squares (OLS) strategy where the relationship of
interest can be analysed using the following regression specification:

Yc,t,i = Q. + ol + Bec,t + VXc,t,i + Ec,t,i (21)

2 country-specific data taken instead from OECD do not affect the results.

% For example, consider the exchange rate between India and Canada, it would be 50
Rupees/dollar multiplied by the CPI index of India
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where Y, is an individual level observable (log of earnings, weeks worked,
hours in different jobs) belonging to country (c) in time (t). o, captures
country-level fixed effects and at measures time fixed effects. e., is the log
of the exchange rate between Canada and the country of the immigrant in
question. X..; controls for individual time-varying characteristics, including
remittances sent to the home country. The panel nature of the data set
further allows for the possibility of having individual-level fixed effects and
thus control for unobserved heterogeneity in the specifications.

The study examines the relative earnings of immigrants from the top 40
immigrant-supplying countries to Canada, accounting for about 90% of the
total immigrants based in Canada. The relative earnings of two otherwise
similar immigrants from two different countries are correlated with the
exchange rate between their home countries’ currencies. The results show
a significant and negative coefficient of -0.036 when controlling for year and
country-fixed effects. This specification also controls various individual-level
characteristics like gender, age, marital status, and years since immigration.
The results suggest that in response to a 10% depreciation of the home
currency relative to the Canadian Dollar, an average immigrant reduces their
annual earnings by 0.36 per cent. The intuition is that a depreciation of the
home currency increases the value of the immigrant’s wage in home currency
terms, causing them to work less. The estimates for Canada are smaller than
Nekoei (2013) estimates but higher than those found by Nguyen and Duncan
(2017). This might be because immigrants in Canada stay for longer, unlike in
the US, where many Mexican immigrants work temporarily and often cross
the border more frequently.

The chapter examines the correlation between the variation in the exchange
rate and the variation in the home country’s macroeconomic variables.
It finds that the exchange rate effect does not contain the effect of other
macroeconomic variables by using various controls in the analysis. The study
also considers individual-level fixed effects, which can account for unobserved
heterogeneity among immigrants. The coefficient of importance is negative
and significant. The chapter examines the impact of changes in hours worked
or other labour supply dimensions on an immigrant’s earnings. The coefficient
of -0.025, unchanged by individual controls or fixed effects, indicates that an
average immigrant facing a 10% depreciation of the home currency relative



to the Canadian Dollar reduces her annual hours worked by 0.25 percent. The
coefficient of change in annual hours worked due to fluctuations in exchange
rate falls slightly even considering individual fixed effects but remains
negative and significant at -0.0227 (Table 2.1). About 70% of the change in
earnings can be explained by the change in working hours by the individual,
while the residual can be understood as a change in hourly wages received by
the immigrant in the foreign country. The results are summarized in the table
below:

Table 2.1: Exchange Rate Fluctuations and Immigrant Earnings and Labour Response

Log of Annual Earnings Estimates | Log of Annual Hours Worked Estimates

(1) (2) (3) (4) (5) (6)
-0.0360*** | -0.0347*** | -0.0357*** | -0.0246*** | -0.0232*** | -0.0227***
Log (real exchange rate)
(0.013) (0.013) (0.010) (0.01) (0.01) (0.009)
0.0281*** | 0.028*** | 0.009*** 0.011%** 0.011%** 0.001*
Years since arrival (YSA)
(0.003) (0.003) (0.002) (0.002) (0.002) (0.001)
-0.0004*** | -0.0004*** | -0.0003*** | -0.0004*** | -0.0004*** | -0.0003***
YSA squared
(0.0001) (0.0001) (0.0001) (0.0001) (0.0001) (0.0001)
0.177*** 0.177*** 0.282%** 0.115%*** 0.115%** 0.151%**
Age
(0.006) (0.006) (0.021) (0.005) (0.005) (0.018)
-0.0019*** | -0.0019*** | -0.0027*** | -0.001*** -0.001** -0.001***
Age Squared
(0.001) (0.001) (0.001) (0.001) (0.001) (0.001)
-0.551%** | -0.551%** -0.263*** -0.263%**
Sex (Female)
(0.019) (0.019) (0.021) (0.012)
0.084** 0.084** 0.044** 0.044%*
Married
(0.032) (0.033) (0.02) (0.02)
Time Dummy Yes Yes Yes Yes Yes Yes
Industry & Occupation
Yes Yes Yes Yes Yes Yes
fixed effects
Country Dummy Yes Yes Yes Yes Yes Yes
log (GDP) Yes Yes Yes Yes
Individual fixed effects Yes Yes
Observations 22,850 22,850 22,850 22,850 22,850 22,850
R? 0.26 0.26 0.81 0.16 0.16 0.70

Note: The results are obtained from the Survey of Labour and Income Dynamics (SLID, 1993-2011). The
unit is age and time since arrival is one year. The sample is limited to all foreign citizens in Canada who
are between the age of 16-64. Robust standard errors are in parentheses, adjusted for clustering at the
country year level. The number of observations have been rounded to the nearest 10 digits to comply with
confidentiality rules. *** Significant at 1 percent level ** Significant at 5 percent level * Significant at 10
percent level.
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Assimilation is a controversial concept in immigration studies, where the
gap between a native’s earnings and a new immigrant’s earnings closes as
the immigrant stays longer in the host country. Assimilation involves an
immigrant investing in host-country-specific human and social capital and
disinvesting from home-country-specific counterparts. To explore this idea,
the term ”"disintegration” is defined as a process by which an immigrant
loses ties with their home country. If immigrants’ home-country ties weaken
over time, the effect of home-country variables on immigrants should
diminish. The exchange rate effect over time is used to measure the speed
of the disintegration process and uncover a previously overlooked facet of
assimilation. As the agents are farther away from their date of arrival in
Canada, they are less affected by exchange rate fluctuations. The results
suggest that a 10% appreciation of the Canadian Dollar leads to a 0.63%
fall in earnings, and this effect falls as the person stays more years in the
foreign country. It may take an immigrant about 21 years to have no impact
of exchange rate fluctuations on earnings.

The study examines the impact of exchange rate fluctuations on earnings
and hours worked using quantile regression estimates at various income
groups. The results show that the effect of exchange rate fluctuations is more
significant for lower-income groups, with the highest earnings and labour
supply elasticity at -0.0966 and a decrease at -0.0424 (Table 2.2).

Table 2.2: Quantile Regressions-income groups

oLS Quantile Regressions
Dependent Variable: | Estimates 10 25 50 75 90
(1) () (3) (4) (5) (6)
log of annual -0.0347*** | -0.0966*** | -0.0424*** | -0.017** | -0.010 -0.013
earnings (0.011) (0.026) (0.010) (0.007) (0.03) (0.11)
log of annual hours | -0.0232*** | -0.055*** | -0.027*** | -0.004*** | -0.001 -0.004
worked (0.001) (0.015) (0.005) (0.001) | (0.0001) | (0.002)

Note: The results are obtained from the Survey of Labour and Income Dynamics (SLID, 1993-2011). All
regression coefficients include the same set of control variables and have individual fixed effects. Robust
standard errors are in parentheses, adjusted for clustering at the country year level. *** Significant at 1
percent level ** Significant at 5 percent level * Significant at 10 percent level



The effect is still significant at -0.017 for the 50" income quantile but lower
than the average. However, no significant impact is found for the highest
income quantile and the 90th decile of income. The coefficients retain their
significance and magnitude when controlling for individual fixed effects. The
results for the log of annual hours worked are similar but lower in magnitude
than the results for log earnings, which aligns with previous findings.

The study examines the impact of exchange rate fluctuations on male
immigrants, focusing on their marital status. The study explains that
immigrants send remittances back to their families abroad, and the money
they send would be of different value if the exchange rate changed. The
results show that married immigrants react more strongly to exchange rate
fluctuations, with a 10% appreciation of the Canadian real exchange rate
leading to a 0.71% decrease in earnings. Single immigrants have a slightly
lower effect at 0.32%. The study also finds similar numbers for the log of
annual hours worked. Single immigrants show a higher increase in part-time
hours worked (0.031), followed by married immigrants but not their spouses
(0.019). The effect is insignificant for immigrants with their spouses living
with them. The effect is significant and positive for part-time hours worked,
but the magnitude is higher for single immigrants. Immigrant labour literature
highlights the importance of living in enclaves for various reasons, which
affects their behaviour in the foreign country and their rate of assimilation
with the economy. Studies have shown that immigrants living in ethnic
enclaves in Spain and Qatar tend to send more remittances and remit more
frequently. This may be due to immigrants being more attached to their
home country and remitting more. To investigate whether exchange rate
fluctuations affect earnings differently for people living in enclaves, a study
was conducted for the two most prominent immigrant groups in Canada,
i.e. Indian and Chinese. The results showed that Indian immigrants in ethnic
enclaves, such as Brampton, Burnaby, Surrey, and Thistletown, and Chinese
immigrants in areas like Brossard, Richmond Hill, and Richmond, experienced
a larger earnings drop in earnings when their home country depreciated as
compared to those who are not staying in enclaves.
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Consequently, the study finds that a 10% appreciation of the Canadian
Dollar leads to a 0.9% fall in annual earnings for immigrant groups who send
remittances back home. This effect is more pronounced when the immigrants’
country of birth and individual fixed effects for GDP are considered. The effect
on hours worked annually is lower and insignificant when controlling for
individual fixed effects, possibly due to the lack of respondents to the survey.
The findings suggest that immigrants who send remittances to their home
country are more sensitive to changes in real exchange rate fluctuations. The
study also finds that fluctuations in exchange rates may affect the behaviour
of immigrants sending remittances. The income effect dominates the
substitution effect, resulting in a negative coefficient on earnings and hours
worked. The results of sending remittances at the extensive margin show
no significant change in remittance-sending behaviour when the Canadian
Dollar appreciates. The findings as shown in Table 2.3, support the idea that
immigrants have a higher income effect that dominates the substitution effect
when faced with exchange rate depreciation of their home country.

Table 2.3: Remittance at the extensive and intensive margin

Sending Remittances Estimates | Remittance Amount Estimates
(oLs) (Probit) (Logit) (oLs)
-0.0026 -0.018 -0.039 0.831
Log (real exchange rate)
(0.023) (0.02) (0.051) (0.91)
0.002 -0.040%** -0.072%** -113.001%**
Years since arrival (YSA)
(0.013) (0.006) (0.01) (0.004)
-0.0001 0.0001 0.0001 0.908*
YSA squared
(0.0003) (0.0003) (0.0003) (0.43)
A -0.058 0.065%** 0.118%** 7.28%**
ge
(0.04) (0.01) (0.02) (0.132)
-0.056 -0.0005** -0.0009** 0.14
Age Squared
(0.04) (0.0003) (0.0003) (0.14)
-0.055 0.030 0.055 -710.79***
Married
(0.14) (0,07) (0.13) (0.26)
-0.25%** -0.003 -0.002 -379.02
Gender
(0.09) (0.04) (0.02) (254.9)
Time Dummy Yes Yes Yes Yes




Sending Remittances Estimates | Remittance Amount Estimates
(oLs) (Probit) (Logit) (oLs)
Country Dummy Yes Yes Yes Yes
log (GDP) Yes Yes Yes Yes
Observations 4890 4890 4890 1280

Note: The results are obtained from the Survey of Labour and Income Dynamics (SLID, 1993-2011). The unit
is age and time since arrival is one year. The sample is limited to all foreign citizens in Canada who are
between the age of 16-64. Robust standard errors are in parentheses, adjusted for clustering at country-year
level. Number of observations have been rounded to the nearest 10 digits to comply with confidentiality
rules. *** Significant at 1 percent level ** Significant at 5 percent level * Significant at 10 percent level.

This chapter on Exchange Rate Fluctuations and Immigrant Earnings also
has implications for policy-makers. Given the findings, immigrants need to
be provided with financial literacy. Policy-makers can implement financial
literacy programs targeting immigrants and their families, particularly those
who rely on remittances. These programs can help them make informed
decisions about remittance management during currency fluctuations. Tied
closely to this, there would be a need to have Currency Exchange Services,
specifically for immigrants. These would promote accessible and cost-effective
currency exchange services, both in source and host countries, to reduce the
financial impact of exchange rate fluctuations on remittances. Finally, the
need would be to diversify income sources. Policy-makers should encourage
immigrants to diversify their sources of income and investments, reducing
their vulnerability to exchange rate fluctuations. This can be achieved through
financial education and guidance.

The research in this chapter has policy implications for India as well. India has
a significant diaspora working in foreign countries, and many of them send
remittances back home. Exchange rate fluctuations can have a direct impact
on the real income of these Indian immigrants and the amount of remittances
they can send. The findings from this research can be relevant for Indian
families that rely on remittances for their livelihood. A better understanding
of how exchange rate fluctuations affect immigrant earnings and remittance
behaviour can assist these families in managing their finances during times
of currency depreciation, helping them make more informed decisions about
consumption and savings.
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3. Unlucky Immigrants: The Short and
Long-run Implications of Entering the
Labour Market in a Recession

30

Policymakers are concerned about the economic assimilation of immigrants,
as many perform poorly in the labour market, and the gap between immigrant
earnings and native earnings is being studied.* Evidence on employment and
scarring among immigrant groups mainly depending on their year of entry
can potentially shed light on this regard. On the other hand, a seemingly
unrelated strand of the literature looks at the effect of graduating in a
recession on short-term and long-term labour market earnings and different
labour market outcomes. It is widely agreed upon that the early years of a
worker are crucial for wage growth and long-term prospects, Topel and Ward
(1992). It is also a concern among economists and policymakers alike, that
interruptions of the initial career progression process caused by recessions
can have lasting consequences on earnings and other relevant outcomes,
including health effects, human capital investment and household formation.
This chapter in line with that of McDonald and Worswick (1999) combines
these two strands by looking at the affect of initial conditions at labour
market entry on current earnings for immigrants.5

The literature on the consequences of entering the labour market during
an economic downturn has primarily focused on college graduates. There’s
a growing body of evidence showing that temporary exposure to higher
unemployment rates can lead to long-term earnings reductions. Kahn
(2010) used data from the National Longitudinal Study of Youth (NLSY) to
demonstrate that college graduates who entered the job market during the

4 papers include Borjas (1985); LaLonde et al. (1992); Borjas (1995); Hu (1999); Card (2005);
Lubotsky (2007); Lubotsky (2011); Abramitzky et al. (2014)

> They use data from Australia for evaluating this effect. Junankar and Mahuteau (2005) on the
other hand evaluates the quality of jobs these immigrants get on entry.



deep recession of the early 1980s experienced earnings reductions lasting up
to 15 years. Oyer (2006) and Oyer (2008) presented evidence of persistent
effects on career choices for MBAs and PhD economists. Oreopoulos et al.
(2012) found that college graduates in Canada suffered long-term earnings
losses, particularly for those predicted to have low earnings at the start of
their careers. Altonji et al. (2016) found variations in the effects of graduating
in a recession based on college majors. Several studies, including Baker
et al. (1994) and Beaudry and DiNardo (1991), found cohort wage effects,
while Schwandt and Von Wachter (2019) documented persistent earnings
reductions following a recession, especially for less advantaged entrants. They
also highlighted an increase in government support to offset the negative
effects on these individuals.

Aslund and Rooth (2007) explored the long-term effects of labour market
conditions upon arrival for refugees in Sweden during the 1990 recession.
They found that early earnings assimilation depended on the national labour
market, but their analysis had small-sample issues and didn’t carefully
examine heterogeneity or outmigration decisions. Chiswick and Miller
(2002) used the 1990 U.S. Census of Population data and found that the
stage of the business cycle at entry into the U.S. labour market affected
immigrant earnings for a short duration. Fern’andez and Ortega (2008) find
that, compared to natives, immigrants initially faced higher participation
and unemployment rates, as well as higher incidence of overeducation and
temporary contracts. However, these disparities tended to decrease over
time. Overall, this chapter aims to fill gaps in the literature by investigating
the effects of entering the labour market during an economic downturn on
immigrants. It employs longitudinal data to explore the long-term implications
for immigrant earnings and assimilation behaviour, particularly for different
skill groups and education levels, contributing to a more comprehensive
understanding of this phenomenon.

The study uses individual-level data from the Immigration and Refugee
Database (IMDB) to analyze immigrants who arrived in Canada since 1980.
The database contains information on immigrant characteristics, such as age,
education, marital status, and immigration category. It also provides earnings
and income components from tax records, taxes paid, marital status, and
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geographical location of residence. The analysis is limited to immigrants aged
18-60 who entered Canada between 1987 and 2011 and excludes students
who land as students and start working. The study focuses on two outcome
variables: annual earnings and total income, including employment earnings
and government transfers.

The regression specification used in the study aims to relate outcomes like
labour income, unemployment insurance usage, and outmigration decision
to varying years of experience and economic conditions an immigrant faced
at market entry. The baseline specification considers the province of entry,
year of entry, calendar year, and education or skill group. The main aim is
to regress the outcome on the applicable initial unemployment rate with the
specified controls. The main regression specification is as follows:

Yipgt =0+ Beglpg+Veg+ 8+ 0, +E, ., (3.1)

The coefficient of interest captures the effect of entering in a recession on
short-run and longrun earnings. The analysis considers unemployment at
the provincial level, considering individual characteristics, and controlling
for individual-level characteristics like country of origin, education level,
sex, marital status, age, skill and education group, family earnings, welfare
benefits, and heterogeneity in terms of sex, education, and official languages.
The baseline specification treats labour market entry as exogenous, but some
immigrants may delay entry due to economic downturns. Still, endogeneity
due to immigrants choosing their arrival time is likely not an issue, as visa
processing delays were severe in the 1990s and 2000s. Also, immigrants
have limited time to enter the foreign country after the arrival of a visa and
there often isn’t a choice to be made. The literature suggests that immigrants
are more likely to migrate inter-provincially during economic downturns,
potentially leading to bias in results. However, data on individual working
years can help control inter-provincial migration. This data allows for the
estimation of the impact of recession on immigrants and the observation of
outmigration. The aim is to control these migration patterns.

The study examines the impact of initial unemployment rates on immigrants’
earnings in the first 15 years of the labour market. The average annual
earnings for immigrants range from 1987 to 2011, with 2.5 million immigrants



and over 20 million individual-year observations. The primary result is that an
increase in unemployment by 3% points leads to a 7% reduction in earnings.
This effect only declines with time spent in the labour market, with the effect
still significant, ten years after entry. The results align with previous findings
on college graduates and recessions, but for immigrants, the impact is more
persistent and long-lasting. The result is summarized in the Table 3.1.

Table 3.1: Effects of unemployment rates at labour market entry on earning

Full sample Full Sample
Variable, Experience Gro
I xperi . up (Without controls) (With Controls)
Log Employment Earnings
(1) (2)
-0.0232%** -0.0235%**
Year 1
(-0.027,-0.018) (-0.028,-0.018)
-0.0196*** -0.0201***
Year 2
(-0.026,-0.014) (-0.027,-0.015)
-0.0157*** -0.0167***
Year 3
(-0.023,-0.009) (-0.024,-0.01)
-0.0135** -0.0149%**
Year 4
(-0.022,-0.007) (-0.021,-0.007)
-0.0124%** -0.0138***
Year 5
(-0.021,-0.006) (-0.020,-0.06)
-0.0110*** -0.0125***
Year 6
(-0.020,-0.004) (-0.019,-0.004)
-0.0095*** -0.0117***
Year 7
(-0.017,-0.003) (-0.018,-0.003)
-0.0078** -0.0103***
Year 8
(-0.014,-0.0001) (-0.014,-0.002)
-0.0063* -0.0075**
Year 9-10
(-0.006,0.0001) (-0.010,-0.00003)
-0.0021 -0.0051*
Year 11-12
(-0.004,0.001) (-0.005,0.0001)
-0.0001 -0.0002
Year 13-14
(-0.003,0.001) (-0.004,0.007)

Note: The results are obtained from the Longitudinal Immigrant Database (IMDB,
1987-2011). All robust standard errors are adjusted for clustering at province-year
level. 95% confidence intervals are in paranthesis. *** Significant at 1 percent level,
** Significant at 5 percent level, * Significant at 10 percent level.
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The study examines outmigration decisions based on unemployment rates at
the time of labour market entry and earnings for immigrants who have not
migrated out of the country. The results show that immigrants who stay in
Canada perform better than those who outmigrate. The catch-up period is
faster, as earnings are not significantly affected by the initial unemployment
rate after year eight. A 3-point rise in unemployment leads to a fall in earnings
of about 6%, decreasing to about 4% in years 3 and 4 and 3% by the end of
year 6. The study examines the decision of outmigration and the fraction of
immigrants who choose to leave Canada. It finds that a significant fraction
of immigrants outmigrate in their first year, increasing in years 2 and 3. A
3-point rise in unemployment leads to 4% of all immigrants outmigrating by
year 3, and a 1.5% fraction of out-migrating by year 5. The results show that
immigrants who choose to leave Canada are doing worse than those who
stay. This result is summarized in Figure 3.1.

Figure 3.1: Effects of Unemployment Rate at Labour Market Entry on
Fraction Outmigrating
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Immigrants face reduced earnings when entering the economy during high
unemployment, supporting the ’scarring’ hypothesis. Analyzing immigrant
diversity helps policymakers decide whether to direct welfare plans towards
certain categories or not, considering their recovery from initial earnings
reductions. The study analyzes the effects of immigrant subgroups on earnings,
focusing on gender. An average male immigrant worker earns CS 12,660,
while an average female worker earns C$ 7,910 a year. The results show



that a 3-point rise in unemployment leads to a 6.6% decrease in earnings for
men and a 7.7% decrease for women. The impact decreases over time, with
men experiencing a 3% reduction by year six and women experiencing a 4%
decrease. The scarring effect dissipates faster among men than women. The
study examines the impact of immigration on entry- level earnings, focusing
on the education group. Entry-level earnings differ significantly based on
the amount of human capital investment an immigrant makes before and
after arrival, potentially leading to more significant post-arrival growth in
earnings. The analysis excludes immigrants who enter the country as students
and obtain education from Canada, as this can account for a large share of
the immigrant/native-born wage gap. Immigrants are classified into four
categories based on their education in foreign countries. By the end of year
2, immigrants with less than 12 years of education experience the highest
fall in earnings, while those with a high school diploma experience a slightly
better effect. The effects dissipate slower for low-educated immigrants, while
those with completed schooling experience better results. Table 3.2 presents
the results.

Table 3.2: Effects of state unemployment rates at labour market entry on
earnings by education

Variable, Experience Group <12 12 12-16 16+
Log Employment Earnings (1) 2) (3) (4)
-0.024%** -0.017*** -0.019*** -0.020%**
Year 1-2
(-0.03,-0.021) (-0.027,-0.15) (-0.028,-0.014) | (-0.029,-0.016)
-0.018*** -0.013*** -0.011%** -0.017***
Year 3-4
(-0.024,-0.016) | (-0.019,-0.010) | (-0.015,-0.008) | (-0.022,-0.013)
-0.014%** -0.011%** -0.007*** -0.008***
Year 5-6
(-0.019,-0.009) | (-0.015,-0.007) | (-0.011,-0.006) | (-0.011,-0.005)
-0.0087*** -0.007*** -0.002* -0.005
Year 7-8
(-0.014,-0.005) | (-0.011,-0.003) | (-0.005,-0.0001) | (-0.006,0.0008)
-0.006*** -0.005** 0.002 -0.0001
Year 9-10
(-0.011,-0.003) | (-0.009,-0.001) | (-0.004,0.0009) | (-0.003,0.0015)
-0.005** -0.003* 0.006 0.007
Year 10+
(-0.007,-0.001) | (-0.004,0.001) (-0.001,0.009) | (-0.0005,0.011)

Note: The results are obtained from the Longitudinal Immigrant Database (IMDB, 1987-2011).
All robust standard errors are adjusted for clustering at province year level. 95% confidence
intervals are in paranthesis. *** Significant at 1 percent level, ** Significant at 5 percent level, *
Significant at 10 percent level.
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The study compares immigrants from developed countries like the USA,
UK, and France, who earn an average of CS 18,530 annually, to immigrants
from developing economies like India, China, and the Philippines, who earn
an average of CS 9,870 annually. Immigrants from developed countries
perform better in Canada than those from developing economies in the long
run. Initially, immigrants from developed economies face a similar reduction
in earnings compared to those from developing economies, but the effect
dissipates more quickly for immigrants from developed economies. The effect
remains significant after year 10 (Figure 3.2).

Figure 3.2: Effects of State Unemployment Rate on Labour Market Entry

by Country
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The research points to several scenarios for policy intervention. The state
can design targeted support programs for immigrants who enter the labour
market during economic downturns. These programs can include job
placement services, upskilling opportunities, and financial assistance during
the initial phases of labour market entry. In the long-run, they can develop



policies that promote the long-term economic integration of immigrants. This
may involve measures to enhance educational and career opportunities for
immigrants, reducing the long-term impact of entering the labour market
during a recession. Ensuring that immigrants have access to social services,
including healthcare, housing, and legal assistance, which can support their
overall well-being and economic success can also go a long way.

From an Indian perspective, the suggestions come forth in trying to understand
migrant workers moving to different states in India and how the local economic
conditions can impact their overall well-being. India is a diverse country with
a significant migrant population, including skilled workers, students, and
low-skilled labourers. Understanding how macroeconomic conditions at the
time of entry impact migrant earnings and their long-term success can provide
insights into the economic integration and social well-being of migrants in
India. The Indian government and policymakers could use this research to
design policies that support immigrants entering the labour market during
economic downturns, address the challenges they may face, and enhance
their overall assimilation into Indian society. It's important to adapt these
recommendations to the specific context and needs of the Indian immigration
landscape. Policymakers could collaborate with relevant stakeholders and
continuously evaluate the effectiveness of these measures to ensure that
they meet their intended goals.
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4. Conclusion
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In conclusion, the study consists of three chapters that delve into the
behaviour and earnings of immigrants, as well as how their entry impacts the
local labour market. The study employs empirical analysis using microdata to
establish causal relationships between immigrant entry and local economic
changes. The research combines this empirical approach with macroeconomic
models and calibration tools to gain a deeper understanding of how these
changes occur in the local economy.

The first chapter of the study explores whether the entry of low-skilled
immigrants can explain the consistent decline in unionization rates observed
in the United States. The chapter argues that immigrant entry has altered
the incentives for native-born workers to join labour unions and for firms
to hire unionized workers. High-skilled workers tend to leave unions to seek
better compensation in non-unionized sectors, while low-skilled workers
are less valued by firms if they demand union wages due to competition
from immigrant workers. The data shows a decline in unionization rates
concentrated around the skill distribution extremes. Empirical evidence
supports the claim that low-skilled immigrant entry contributes to a decrease
in union rates, and a search-theoretic framework is developed to test this
mechanism. The model is calibrated to the data, suggesting that low-skilled
immigrant entry can explain a significant portion, approximately 48-55%, of
the total decline in union density.

The second and third chapter shift the focus to how macroeconomic
conditions, both in the home and foreign economies, affect the earnings
of immigrants in the short and long run. The second chapter investigates
the impact of exchange rate fluctuations between the source and foreign



economies on immigrant workers’ earnings and labour supply. The chapter
suggests that a source country’s currency depreciation leads to a decrease in
earnings, indicating either a backward bending supply curve. The chapter also
finds that currency depreciation affects remittance payers more than others
but doesn’t significantly affect the remittance amount.

The last chapter examines the influence of macroeconomic conditions (such
as the unemployment rate) at the point of entry for immigrants into the
foreign economy and how it affects their short- and long-term earnings. The
chapter seeks to answer questions related to earnings, assimilation, and
outmigration decisions of immigrant workers during economic downturns
and whether long-term success varies among immigrants with different skills,
education, nationality, and gender who arrive simultaneously. Overall, this
study employs a combination of empirical analysis and economic modelling to
provide insights into the behaviour and economic outcomes of immigrants, as
well as their impact on the local labour market.

59



Bibliography

40

Abramitzky, R., L. P. Boustan, and K. Eriksson (2014). A nation of immigrants:
Assimilation and economic outcomes in the age of mass migration. Journal
of Political Economy 122 (3), 467-506.

Altonji, J. G. and D. Card (2007). 7. The Effects of Immigration on the Labour
Market Outcomes of Less-skilled Natives. University of Chicago Press.

Altonji, J. G., L. B. Kahn, and J. D. Speer (2016). Cashier or consultant? entry
labour market conditions, field of study, and career success. Journal of
labour Economics 34 (S1), S361-S401.

Amior, M. and A. Manning (2020). Monopsony and the wage effects of
migration.

Angrist, J. D. and A. D. Kugler (2003). Protective or counter-productive?
labour market institutions and the effect of immigration one unatives. The
Economic Journal 113 (488), F302—F331.

Aslund, O. and D.-O. Rooth (2007). Do when and where matter? initial labour
market conditions and immigrant earnings. The Economic Journal 117
(518), 422-448.

Baker, G., M. Gibbs, and B. Holmstrom (1994). The internal economics of the
firm: Evidence from personnel data. The Quarterly Journal of Economics
109 (4), 881-919.

Beaudry, P. and J. DiNardo (1991). The effect of implicit contracts on the
movement of wages over the business cycle: Evidence from micro data.
Journal of political Economy 99 (4), 665—-688.



Blundell, R. and T. MaCurdy (1999). Labour supply: A review of alternative
approaches. Handbook of labour economics 3, 1559—-1695.

Borjas, G. J. (1985). Assimilation, changes in cohort quality, and the earnings
of immigrants. Journal of labour Economics 3 (4), 463—489.

Borjas, G. J. (1995). Assimilation and changes in cohort quality revisited: what
happened to immigrant earnings in the 1980s? Journal of labour economics
13 (2), 201-245.

Borjas, G. J. (2003). The labour demand curve is downward sloping:
Reexamining the impact of immigration on the labour market. The
quarterly journal of economics 118 (4), 1335-1374.

Camerer, C., L. Babcock, G. Loewenstein, and R. Thaler (1997). Labour supply
of new york city cabdrivers: One day at a time. The Quarterly Journal of
Economics 112 (2), 407-441.

Card, D. (1990). The impact of the mariel boatlift on the miami labour market.
ILR Review 43 (2), 245-257.

Card, D. (1996). The effect of unions on the structure of wages: A longitudinal
analysis. Econometrica: Journal of the Econometric Society, 957-979.

Card, D. (2001). The effect of unions on wage inequality in the us labour
market. ILR Review 54 (2), 296—-315.

Card, D. (2005). Is the new immigration really so bad? The economic journal
115 (507), F300— F323.

Card, D. (2009). Immigration and inequality. American Economic Review 99
(2), 1-21.

Chassamboulli, A. and T. Palivos (2014). A search-equilibrium approach to the
effects of immigration on labour market outcomes. International Economic
Review 55 (1), 111-129.

Chiswick, B. R. and P. W. Miller (2002). Immigrant earnings: Language skills,
linguistic concentrations and the business cycle. Journal of population
economics 15 (1), 31-57.

41



42

DiNardo, J., N. M. Fortin, and T. Lemieux (1996). Labour market institutions
and the distribution of wages, 1973-1992: A semiparametric approach.
Econometrica: Journal of the Econometric Society, 1001-1044.

Fern’andez, C. and C. Ortega (2008). Labour market assimilation of immigrants
in spain: employment at the expense of bad job-matches? Spanish
Economic Review 10 (2), 83-107.

Fortin, N. M. and T. Lemieux (1997). Institutional changes and rising wage
inequality: Is there a linkage? Journal of Economic Perspectives 11 (2),
75-96.

Friedberg, R. M. (2001). The impact of mass migration on the israeli labour
market. The Quarterly Journal of Economics 116 (4), 1373—-1408.

Glitz, A. (2012). The labour market impact of immigration: A quasi-experiment
exploiting immigrant location rules in germany. Journal of Labour
Economics 30 (1), 175-213.

Hirsch, B. T. and D. A. Macpherson (1993). Union membership and coverage
files from the current population surveys: Note. ILR Review 46 (3), 574—
578.

Hu, W.-Y. (1999). Assimilation and the earnings of immigrants: new evidence
from longitudinal data. Manuscript (August), Univ. California, Los Angeles.

Junankar, P. N. and S. Mahuteau (2005). Do migrants get good jobs? new
migrant settlement in australia. In Economics of immigration, pp. 251-272.
Springer.

Kahn, L. B. (2010). The long-term labour market consequences of graduating
from college in a bad economy. Labour economics 17 (2), 303-316.

Lalonde, R. J., R. H. Topel, et al. (1992). The assimilation of immigrants in the
us labour market. Immigration and the work force: Economic consequences
for the United States and source areas, 67-92.

Lemieux, T. (1998). Estimating the effects of unions on wage inequality in a
panel data model with comparative advantage and nonrandom selection.
Journal of Labour Economics 16 (2), 261-291.



Lubotsky, D. (2007). Chutes or ladders? a longitudinal analysis of immigrant
earnings. Journal of Political Economy 115 (5), 820-867.

Lubotsky, D. (2011). The effect of changes in the us wage structure on recent
immigrants’ earnings. The Review of Economics and Statistics 93 (1), 59-71.

McDonald, J. T. and C. Worswick (1999). The earnings of immigrant men in
australia: assimilation, cohort effects, and macroeconomic conditions.
Economic Record 75 (1), 49-62.

Nekoei, A. (2013). Immigrants’ labour supply and exchange rate volatility.
American Economic Journal: Applied Economics 5 (4), 144—64.

Nguyen, H. T. and A. S. Duncan (2017). Exchange rate fluctuations and
immigrants’ labour market outcomes: New evidence from australian
household panel data. Journal of International Economics 105, 174-186.

Oreopoulos, P., T. Von Wachter, and A. Heisz (2012). The short-and long-term
career effects of graduating in a recession. American Economic Journal:
Applied Economics 4 (1), 1-29.

Ottaviano, G. I. and G. Peri (2012). Rethinking the effect of immigration on
wages. Journal of the European economic association 10 (1), 152-197.

Oyer, P. (2006). Initial labour market conditions and long-term outcomes for
economists. Journal of Economic Perspectives 20 (3), 143—-160.

Oyer, P. (2008). The making of an investment banker: Stock market shocks,
career choice, and lifetime income. The Journal of Finance 63 (6), 2601—
2628.

Schwandt, H. and T. Von Wachter (2019). Unlucky cohorts: Estimating the
long-term effects of entering the labour market in a recession in large
cross-sectional data sets. Journal of Labour Economics 37 (S1), S161-S198.

Topel, R. H. and M. P. Ward (1992). Job mobility and the careers of young
men. The Quarterly Journal of Economics 107 (2), 439-479.

43



44

RECENT OCCASIONAL PAPERS

OP No. Title

153. Strategic Development of MSMEs: Comparison of Policy Framework and
Institutional Support Systems in India and Select Countries

154. Indian Chemical Industry : Exploring Global Demand

155. Technological Interventions In Indian Agriculture for Enhancement of Crop
Productivity

156. Exports of Services and Offshore Outsourcing: An Empirical Investigation in the
Indian Context

157. Indian Ocean Rim Association for Regional Co-operation (IOR-ARC): A Study of
India’s Trade and Investment Potential

158. West Africa: A Study of India’s Trade and Investment Potential

159. The Effects of Financial Openness: An Assessment of the Indian Experience

160. Comparison of Labour Laws: Select Countries

161. India’s Trade and Investment Relations with Cambodia, Lao PDR, Myanmar,
Vietnam (CLMV): Enhancing Economic Cooperation

162. Indian Horticulture-Imperatives to Enhance Trade from India

163. India’s Trade and Investment Relations with Gulf Cooperation Council (GCC):
Strengthening Economic Ties

164. India’s Hi-Tech Exports: Potential Markets and Key Policy Interventions

165. Outward Direct Investment from India: Trends, Objectives and Policy Perspectives

166. East African Community (EAC): A Study of India’s Trade and Investment Potential

167. Trade Liberalization, Product Variety and Growth

168. Research & Development in BRICS: An Insight

169. Indian Capital Goods Industry: A Sector Study

170. Bangladesh: A Study of India’s Trade and Investment Potential

171. Indian Electronic Goods Industry: Neutralizing Trade Deficit with China

172. Indian Steel Industry: Export Prospects

173. Value Addition Chains and Trade in Manufactured Commodities in South-East Asia

174. Potential for Trade of Organic Products from India

175. Multilateral Development Bank- Funded Project: Trends and Opportunities for
Indian Exports

176. Indian Pharmaceutical Industry: Challenges and Prospects

177. Migration and Remittances in India

178. Technical Progress and Structural Change: The Roles of Demand and Supply in
Economic Growth

179. Inter-linkages between Exports and Employment in India

180. India’s Engagements with CLMV: Gateway to ASEAN Markets

181. Export Promotion From Rajasthan: Key Insights And Policy Suggestions

182. Potential for Enhancing Exports from Andhra Pradesh




183.

184.

185.
186.
187.
188.

189.
190.
191.
192.
193.
194.
195.
196.
197.
198.
199.
200.
201.
202.
203.
204.
205.
206.
207.
208.
209.
210.
211.
212.
213.

214.
215.
216.
217.
218.

219.

The Internationalisation of Indian firms through outbound Foreign Direct
Investment: Nature, determinants and developmental consequences

Financialization and its Implications on the Determination of Exchange rate of
Emerging Market Economies

Export from Uttar Pradesh: Trends, Opportunities and Policy Perspectives
Essays on International Trade, Welfare and Inequality

Essays in Indian Trade Policy

Exchange Rate Dynamics and its Impact on India’s Exports to USA and EU:
An Assessment

Liberalisation, Wages and Sector Growth : General Equilibrium Analysis for India
Manufacturing in SADC: Moving Up the Value Chain

North Africa: Unlocking India’s Trade and Investment Potential

Essays on Education and Institutions in Developing Countries

Project Exports From India: Strategy for Reenergizing and Reorienting
Packaging Sector: Potential And Way Forward

Realizing India’s Trade & Investment Potential with South Korea

India & Central Asia: Reinitalizing Trade & Investment Relations

AfCFTA: Opportunities for India in Africa’s Economic Integration

India-CLMV: Building Supply Chains in Asia

Self-Reliant India- Approach and Strategic Sectors to Focus

Essays in Trade and Development Economics

The Political Origin and Firm-level Consequences of Bank Proliferation in China
Building Infrastructure in CLMV: Opportunities for India

Building Value Chain: Opportunities for India and ASEAN

Essays in International Trade in Post Liberalization India

Indian Apparels - A Sector Study

India Engagements in FTAs: Looking Ahead

Indian Dairy Sector : Recent Trends and Prospects for Greater Export Orientation
Export Potential of India's Shrimps and Prawns

Empirical Studies in International Trade

Project Exports from India: Tapping Potential Amid Changing Dynamics

Essays on Finance and Development

Economic Impact of Russia-Ukraine Conflict An Indian Perspective

Inverted Duty Structure and Effective Rate of Protection: Theoretical and Empirical
Analyses

Enhancing Exports From Andhra Pradesh

Iron and Steel Industry: Changing Trends

Himachal Pradesh: A Possible Export Strategy

Sugar and Ethanol Industry in India: Changing Dynamics

Strengthening Collaborations to Bridge the Trade Finance Gap:
Insights for G20 Countries

Essays on Risk, Insurance and Welfare

45



INDIA EXIM BANK'S MAJOR PROGRAMMES

Bank's Major Programmes

EXPORT CREDIT

FINANCE FOR EXPORT

ORIENTED UNITS

VALUE-ADDED
SERVICES

L

PROJECTS, PRODUCTS
& SERVICES

TERM LOANS

| | EXPORT MARKETING

SERVICES

PRE-SHIPMENT

WORKING CAPITAL

MULTILATERAL

GUARANTEES & L/CS

CREDIT FUNDED PROJECTS
|| SUPPLIERS / || | | JOINT VENTURE
BUYERS CREDIT EXPORT MARKETING FACILITATION
EXPORT PRODUCT CONSULTANCY
LINES OF CREDIT DEVELOPMENT SUPPORT
| | BUYER'S CREDIT EXPORT WORKSHOPS &
UNDER NEIA FACILITATION SEMINARS
EQUIPMENT | | OVERSEAS L | INFORMATION &
FINANCE INVESTMENT FINANCE ADVISORY SERVICES
GUARANTEES
AND L/CS IMPORT FINANCE




EXPORT-IMPORT BANK OF INDIA

HEAD OFFICE

Centre One Building, 21 Floor, World Trade Centre Complex, Cuffe Parade, Mumbai 400 005.
Phone: (91 22) 22172600 Fax : (91 22) 22182572
E-mail : ccg@eximbankindia.in Website: www.eximbankindia.in

LONDON BRANCH

5% Floor, 35 King Street, London EC2V 888 United Kingdom
Phone : (0044) 20 77969040 Fax : (0044) 20 76000936 E-Mail :eximlondon@eximbankindia.in

Ahmedabad

Sakar II, 1% Floor,

Next to Ellisbridge Shopping Centre,

Ellisbridge P. 0., Ahmedabad 380 006
Phone: (91 79) 26576852

Fax  :(9179) 26577696

E-mail : eximahro@eximbankindia.in

Bengaluru

Ramanashree Arcade, 4" Floor,

18, M. G. Road,

Bengaluru 560 001

Phone: (91 80) 25585755

Fax  : (91 80) 25589107

E-mail : eximbro@eximbankindia.in

Chandigarh

C- 213, Elante offices, Plot No. 178-178A,
Industrial Area phase 1,

Chandigarh 160 002

Phone: (91 172) 4629171/73

Fax  :(91172) 4629175

E-mail : eximcro@eximbankindia.in

Chennai

Overseas Towers, 4™ and 5% Floor,
756-L, Anna Salai, Chennai 600 002
Phone : (91 44) 28522830/31

Fax  :(9144) 28522832

E-mail : eximchro@eximbankindia.in

Abidjan

5™ Floor,

Azur Building,

18-Docteur Crozet Road,

Plateau,

Abidjan,

Cote d’lvoi re

Phone: (225) 2720242951

Fax  :(225) 2720242950

Email : eximabidjan@eximbankindia.in

Addis Ababa

House No. 46,

JakRose Estate Compound,
Woreda 07,

Bole Sub-city,

Addis Ababa,

Ethiopia.

Phone: (251) 118222296

Fax  :(251) 116610170

Email : aaro@eximbankindia.in

DOMESTIC OFFICES

Guwahati

NEDFi House, 4™ Floor, GS Road,
Dispur, Guwahati 781 006

Phone : (91 361) 2237607 /609

Fax  :(91361) 2237701

E-mail : eximgro@eximbankindia.in

Hyderabad

Golden Edifice, 2" Floor,

6-3-639/640, Raj Bhavan Road,
Khairatabad Circle, Hyderabad 500 004
Phone : (91 40) 23307816

Fax  :(9140) 23317843

E-mail : eximhro@eximbankindia.in

Kolkata

Vanijya Bhawan, 4" Floor,
(International Trade Facilitation Centre),
1/1 Wood Street,

Kolkata 700 016

Phone : (91 33) 68261301

Fax  :(9133) 68261302

E-mail : eximkro@eximbankindia.in

OVERSEAS OFFICES

Dhaka

Madhumita Plaza, 12" Floor,

Plot No. 11, Road No. 11, Block G,
Banani, Dhaka, Bangladesh - 1213.
Phone : (88) 01708520444

E-mail : eximdhaka@eximbankindia.in

Dubai

Level 5, Tenancy IB,

Gate Precinct Building No. 3,

Dubai International Financial Centre,
PO Box No. 506541, Dubai, UAE.
Phone : (971) 43637462

Fax  :(971) 43637461

E-mail : eximdubai@eximbankindia.in

Johannesburg

2" Floor, Sandton City Twin Towers East,
Sandhurst Ext. 3, Sandton 2196,
Johannesburg, South Africa.

Phone : (27) 113265103

Fax :(27) 117844511

E-mail : eximjro@eximbankindia.in

Mumbai

8" Floor, Maker Chamber 1V,
Nariman Point,

Mumbai 400 021

Phone : (91 22) 22861300

Fax  :(9122) 22182572

E-mail : eximmro@eximbankindia.in

New Delhi

Office Block, Tower 1, 7" Floor,
Adjacent Ring Road, Kidwai Nagar (E)
New Delhi - 110 023

Phone : (91 11) 61242600 / 24607700
Fax  :(9111) 20815029

E-mail : eximndo@eximbankindia.in

Pune

No. 402 & 402(B), 4% floor,
Signature Building, Bhamburda,
Bhandarkar Rd., Shivajinagar,

Pune - 411 004

Phone : (91 20) 26403000

Fax  :(9120) 25648846

E-mail : eximpro@eximbankindia.in

Singapore

20, Collyer Quay, #10-02,

Tung Centre, Singapore 049319.

Phone : (65) 65326464

Fax  :(65) 65352131

E-mail : eximsingapore@eximbankindia.in

Washington D.C.

1750 Pennsylvania Avenue NW,

Suite 1202,

Washington D.C. 20006,

United States of America.

Phone : (1) 2022233238

Fax  :(1) 2027858487

E-mail : eximwashington@eximbankindia.in

Yangon

House No. 54/A, Ground Floor,
Boyarnyunt Street, Dagon Township,
Yangon, Myanmar

Phone : (95) 1389520

E-mail : eximyangon@eximbankindia.in

47



Centre One Building, 21st Floor, World Trade Centre Complex, Cuffe Parade,
Mumbai - 400005 | Ph.: (91 22) 22172600
E-mail: ccg@eximbankindia.in | Website: www.eximbankindia.in

Follow us on ﬂ o



	Occasional Paper No. 220 Front cover
	OP 220_Printing_Web_0612
	Occasional Paper No. 220 Back cover

