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Immigration - a fraught issue
that deserves closer study

Empirical data and research needed

on immigration’s pros and cons in Singapore
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Kah Cheng
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Immigrationstood outas a hotly
debated issue in the recent general
election. This focus is perhaps
unsurprising, given Singapore’s
sizeable use of foreign manpower.
Last year, the number of
foreigners - including foreign
domestic workers - stood at
1.4 million, making up 37.7 per cent
of Singapore’s total workforce. A
reading of the comments made
both online and offline on the issue
suggests that views onimmigration
tend to be polarised.

‘GOOD’ AND ‘BAD' DICHOTOMY
Those who believe immigrationis
“good” often argue that it brings
down costsand makes Singapore
more attractive to multinational

: companies, which thenleads tojob
i creation forlocals. Various industry :
i associations, for instance, have

: tried to push forth the claim that,

: withreduced immigration,

: Singaporeans would be at the

i losingend and would have to pay

: higher prices. Theyalso contend

: thatrestrictions on foreign

: manpower would make companies
i less competitive.

Those who believe immigration is

: “bad”often argue that

i Singaporeans would be harmed as

: immigrants compete with them for
: jobs.They contend that Singapore’s :
: immigration policy hasbeen too

¢ liberal - and that quotas for work
i permitand S Pass holdersare too
: generous (despite efforts by the

: Government to reduce them over
: thepastdecade) and there is no

: quotaorlevy imposedon

: Employment Pass holders.

Immigration draws strong

i opinions from people because
: peoplebelieve itwill affect them.

Whatisunclear, though, is how

i they would be affected.

Theabove claims suggest that it
could go either way.
Why isimmigration sucha

i contentious issue? And how can we
: bestaddressit going forward?

: WHAT THEORY TELLS US

i Infact,economic theory predicts
: thatimmigration will notaffect

i everynative worker in the same
: way:Some native worker groups
: willgain while others will lose.

‘Whether anative worker benefits

i orloses from immigrationis likely
: todepend on hisskilllevelandon

the skill composition of the
immigrants. Traditional models of

: immigration predict that,
: generally, low-skilled immigration

benefits high-skilled natives but

: hurtslow-skilled ones. The logicis
i thatwhile low-skilled immigrants

: arelikely complementary to

: high-skilled natives, they are likely
! tobesubstitutes for low-skilled

i natives. The converse applies for

: high-skilled immigration.

Of course, conclusions from

¢ theoryare not definitiveand may

i hingeon certain assumptions. Soit

: isimportant to study the impact of

i immigrationempirically,using data.

Exactly which native groups gain
nd which groupslose? How large
re the gainsand losses? What
happens to native employment and
wagesafterall adjustments in the
conomy have occurred?

But even this endeavour has not
yielded conclusive findings. Tobe
ure, many empirical studies done
nternationally have found
mmigration to have only smalland
nsignificant effectson wagesand
mployment of native workers.

Professors Rachel Friedberg and
ennifer Hunt from Brown
Universityand Rutgers University
espectively note thisin their early
tudy titled The Impact Of
mmigrants On Host Country
Wages, Employment And Growth,
published in theJournal of
Economic Perspectivesin1995.

However, this conclusion has
ince been challenged by thelikes
of recent work by Professor
Christian Dustmann from
University College London and his
colleagues, publishedinthe
Quarterly Journal of Economics in
2017.Using German data, Prof
Dustmannand his colleagues show

of Czechworkers toareasalong the
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hata sharpand unexpected inflow :
: immigration have often tried to

i German-Czechborderledtoa

: sharpdeclinein local native

: employmentin German border
: municipalities.

Thelackof consensus from

: empirical studies arises partly from
: theuseof different methodologies.
i Another factoris that studies have

: used data from different countries.

The impact of immigration is

i likely to be country-specific, which
: means thatitis difficult to

: generalise the results foundin

: other countries to Singapore.

Empirically, what do we know

: about thelabour marketimpact of
: immigration in Singapore? Not

: much. One reason for thisis the

i lack of high-quality peer-reviewed
: Singapore-based empirical

: researchaddressing this,owing

: possibly to the lack of publicly

¢ available data.

SIMPLE ASSOCIATIONS

: NOTENOUGH

i Itis worth noting that simple

: associations between immigration
: andlabour market outcomes

: should notbe taken as convincing
i evidence of suchimpacts.

Indeed, proponents of

: argue thatimmigration has been

: beneficial, by pointing to statistics
: which show apositive relationship
: betweentheincomesand

: employment of nativesand

: immigration over time.

Similarly,opponents have tried

: toargue that immigration hasled to
: astagnationin the wages ofnatives
: belonging to certain occupations,

: bypointing to statistics which

: showanegative relationship

: betweenimmigrationand the

: wagesofnativesin these

i occupations.

However, these simple

i associations, by themselves, donot
: constitute convincing evidence of

: causeand effect since theymaybe
: spuriouslydriven by other factors

: suchas macroeconomic

: conditions, independent of

: immigration.

To establish causality, weneed to

: know “whatwould have been?”.

Would native employmentand

i wageshavebeen higherifthere

: were less migration? If so, this

: wouldbe indicative that natives

: were hurt by immigration. The

i converse would be true if native

: employment and wages would have
: beenlower with less immigration.

Estimating causal effects

: requires more elaborate statistical
: methods, which gobeyond simple
: associations.

What makes immigration so

i contentiousisjusthowlittle we

: knowaboutit. This leaves a lot of

: room for speculation and for

: differentgroups to make different

i claimsaboutits effects, sometimes

: basedonvested interests. Italso

: creates alotofuncertainty and

: insecurity in people, whoare unsure
¢ if immigration will benefit them.

{ MOREDATAAND

: RESEARCH NEEDED

: Immigration brings aboutboth

¢ costs and benefits. It triggers many
: complex changesinthe economy -
: notjust the labour market, but also

: other markets suchas housing and

: product. Some of these changes

i occurimmediately; others take

: time tooccur. A comprehensive

: assessment would need to consider
: allthese effectsand to assess how

: different groupsin society are

: impacted by immigration - both in

: the shortand in the long run. This

: requires that we know the

: magnitude of the costs andbenefits
: associated with immigration.

Yet,our currentunderstanding of

i the impact of immigration is not

: onlyimperfect, but also woefully

: inadequate. This is troubling

: becausealack of empirical dataand

absence of understanding about

: these issues preventus from

: knowing exactly what the

: trade-offsassociated with

: immigration areand toimprove
¢ upon public decision-making.

Italsorisks us running intoa

situation where decisions are made
: inthe interests of lobbying groups
: ratherthanin the collective
: interestof Singaporeans.

More dataandresearchon the

{ impactof immigration in Singapore
¢ will serve toenlighten the public
: debate and allow more effective
: immigration policies tobe designed.
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