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Abstract
This thesis aims to present both theoretical and empirical analysis of the highly skilled immigration policy, explore its possible reasons and test its effects on the local labor market. Some fundamental theories will be explained with respect to the determinants of immigration restrictions. A multiple linear regression model will be made in order to examine the impact of skilled immigration on native wages and employment prospects of OECD countries in 1990 and 2000. The results of this paper show that skilled immigration only has a zero to small positive short-term effect on the native labor market.
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1. Introduction
With the rapid development of globalization, the impact of immigration has been a topical subject of research and discussion in theoretical and practice fields in recent years. For instance, according to the analysis by Borjas (1997), US economy benefits approximately 0.1% increase in GDP from immigration every year. Although a consensus is reached that immigration has a positive net welfare effect on the destination economy, restrictive immigration policies are still prevalent in many developed countries. 
Due to the wide income gap, many skilled workers from developing countries choose to immigrate into developed countries. In recent years, many countries have reformed their immigration systems to attract global talents. The highly skilled migration has become a major migration trend around the world. Some countries, such as Australia and Canada, favor an immigration policy that increases both quality and the number of immigrants in order to promote their economic development. Some other countries like the United Kingdom and the United States decide to tighten their immigration rules and aim at a more selective immigration in terms of skills. Most European countries prefer and implement the latter immigration policy. For example, in the United Kingdom, the Highly Skilled Migrant Programme (HSMP) was introduced on 28 January 2002. In March 2008, the HSMP programme was replaced by Tier 1 (General) of the new points-based immigration system. Furthermore, in destination countries, immigrants are usually concentrated in some sectors, such as agriculture in the USA and construction in the UK, rather than distributed uniformly over labor markets.
This thesis aims to give some insights into some highly skilled immigration policies, explore its possible reasons and test its effects on the labor market and human capital. Theoretical and empirical research will be done with respect to these restrictive immigration rules. Focus in this paper lays on OECD host countries, that have experienced several immigration waves recently. A multiple linear regression will be made in order to fit the model and explain the effect of actual skilled immigration flows on native wages and employment prospects in 1990 and 2000.
The remainder of this paper is organized as follows. Chapter 2 will present some relevant literature and compare their different methodologies, results and various sources of immigration effects on the labor market. In chapter 3, some fundamental theories related to the determinants of a certain immigration policy and its corresponding effects on native wages will be explained. Chapter 4 will display empirical results of the regression models and analyze the relationship between skilled immigration and the local labor market. Finally, a conclusion is given in Chapter 5.
2. Review of the existing literature
During last two decades, much literature has researched the impact of skilled immigration on destination countries. However, the conclusions are quite ranging and the discussion is still going on. Some papers find skilled immigration do have a positive economic effect on the host country’s human capital and labor market, while some other papers’ empirical results show that the effect of skilled immigration is insignificant. This section will present some papers and compare their different methodologies and results. 
2.1 Different Methodologies

A variety of quantitative approaches are used in the literature to estimate the immigration effect on the labor market in receiving countries. S. Longhi, P. Nijkamp and J. Poot (2009) use a meta-analytic approach to test the joint impacts of immigration on wages and employment and focus on its local-level effects. A system of two structural equations estimated by 3SLS is performed to examine the relationship between the effect on wages and the effect on employment. The first equation estimates the change in wages caused by 1% increase in the immigration share of population. The second equation analyzes the corresponding effect on employment followed by the change in wages measured by the first equation. The error terms of these two equations are allowed to be correlated. Also, Zorlu and Hartog (2003) use reduced form wage equations to analyze the influence of immigration on native wages and focus on the Netherlands, United Kingdom and Norway. They divide working people into three skill-level groups and concentrate immigrants’ effect on the wage elasticity of each skill group.
Orn B. Bodvarsson, William H. Kaempfer, Anton D. Lowenberg and William Mertens (2007) develop a simple two-sector model to analyze the immigration impact on wages, in which a receiving country comprises two industries, namely ‘substitute’ and ‘complement’ industries. In the substitute industries, immigrants are regarded as substitutes to native workers, while in the complement industries immigrants are considered to be complementary to the native. Furthermore, Frédéric Docquier, Çaglar Özden and Giovanni Peri (2010) use an aggregate production model to examine the impact of immigration. Based on a constant-returns-to-scale Cobb-Douglas production model, they simulate the effect of highly educated immigration and emigration on the wage controlling other changes in the same period. 
Christian Lumpe and Benjamin Weigert (2009) make use of the channel of a change of incentives to educate in order to explain the effect of immigration on both the labor market and human capital of natives rather than capture the direct impact on wages and employment through the increase of labor supply. What is more, Gnanaraj Chellaraj, Keith E. Maskus and Aaditya Mattoo (2005) apply a model of ideal generation to measure the influence of skilled immigration on human capital and innovation in the United States. Three equations are estimated, in which dependent variables are total patent applications, patents awarded to U.S. universities, and patents awarded to other U.S. entities, respectively.
2.2 Different Results

Adopting various models, many different empirical results have been found. A conclusion that a positive immigration shock has an extremely small impact on the wage and employment in the local labor market has been obtained by S. Longhi, P. Nijkamp and J. Poot (2009). Their empirical results suggest that a larger immigration pool will negatively affect the wage and employment of native workers. The wage rigidity will rapidly deteriorate the local job market, while the employment elasticity has no significant effect on the wage. However, the negative effect of immigration on the employment seems to vanish after taking skills of native workers into account. The effect on the employment in Israel was found to be larger than in EU and US. 
Miyagiwa (1991) indicates that the highly skilled migration benefits the human capital and income level of importing countries but it hurts exporting countries. Besides, Zorlu & Hartog (2003) concludes that the immigration of non-European workers has a negative effect on the wages of the low skilled and a positive effect on the wages of the high skilled in host countries. This conclusion is opposite to what Frédéric Docquier, Çaglar Özden and Giovanni Peri (2010) find. Frédéric Docquier, Çaglar Özden and Giovanni Peri (2010) show that after considering sluggish capital adjustment, in four of the ten observed European countries, immigration exerts a positive short-run effect on wage. Even if it is negative, the influences will be quite small. They also state that lowly educated workers in destination countries will benefit more from immigration. Immigration can reduce the wage gap between highly educated natives and lowly educated natives in Europe. 
Christian Lumpe and Benjamin Weigert (2009) consider the highly skilled immigration policy as Pare-improving, which means such a selective immigrant regulation can foster human capital acquisition in destination countries. Gnanaraj Chellaraj, Keith E. Maskus and Aaditya Mattoo (2005) conclude skilled immigration has a significant and positive impact on human capital and innovation. Their results imply that 10% growth in the number of foreign educated students will generate a 4.7% increase in patent applications, 5.3% increase in university patent grants and 6.7% increase in non-university patent grants.
2.3 Different sources of immigration effects

The impact of immigration can be explained by different reasons. Immigration can improve the productivity of both unskilled and skilled workers in destination countries. Peri (2008) confirms that an increase in the supply of labor through immigration enhances the return to capital in the local market. Furthermore, highly skilled immigration has a positive effect on human capital in host countries. Hunt and Gauthier Loiselle (2008) find that high-skilled immigrants can have positive spillovers for innovation and increase creativity and cultural diversity. Moreover, S. Longhi, P. Nijkamp and J. Poot (2009) find that immigration may trigger the response of both natives and earlier immigrants in this area. Also, an increase of labor supply in a sector caused by immigration will lower the price of services in this sector. This price response offsets the negative wage effect in this particular region. Such a phenomenon has been found in US by Cortes (2008), which was caused by lowly skilled immigration. Orn B. Bodvarsson, William H. Kaempfer, Anton D. Lowenberg and William Mertens (2007) put forward an argument that in the substitute industries, the competitive nature of immigration will reduce the wage and employment in the local labour market, while in the complement industries an immigration shock will result in an increase in the wage and employment of natives. 
3. Theory
This chapter will give inside into some fundamental theory related to the immigration policy and its corresponding effects. Some recent theoretical models and opinions will be discussed, which can be seen as the base of the empirical tests in the next section. 
3.1 Immigration policy
The act of immigrating can be defined as the passing or coming into a country for the purpose of permanent residence. From immigrants’ point of view, push and pull can be classified as two motives of immigration. Push refers to the desire to emigrate from the original country. For example, low wage and backward education sometimes push people to emigrate from their own country. On the other side, higher living standard and education level can be considered as main reasons for an immigrant to choose his destination countries. The phenomena of mass migration from developing countries to developed countries can be explained by such push and pull factors. 
Though many studies show that immigration restrictions have a negative net welfare effect in the receiving countries, such restrictive policies are still more and more prevalent in a lot of developed countries. Much literature aims to explore the origin of the restrictive immigration regulations. Generally, Immigration restrictions are characterized as endogenous which are determined by many other factors. Orn B. Bodvarsson, William H. Kaempfer, Anton D. Lowenberg and William Mertens (2007) developed a simple two-sector model in which the receiving country comprises two industries, namely ‘substitute’ and ‘complement’ industries. The immigration policy is determined by the conflicting interests of these two groups of native workers and some other factors. 
In the substitute industry, native labour and immigration labour are seen as two competitive inputs in the product and labour market. For simplicity, they assume the supply of physical capital is fixed. In terms of two substitute inputs, when one input increases, the marginal product of the other input will decrease. Therefore, a relatively lower market price of the immigration workers will reduce the demand for native labour. In that case, an increase of the immigration labour will lower the wage of native workers. The more immigrants into the country, the lower wage immigrants will be paid. This will lead to more substitutes of immigrants for the native and the wage of native labour will drop further. To the contrary, in the complement industry, native labour and immigration labour are treated as two complementary inputs. It means that immigrants perform different jobs with native workers’, who will complement the native in production. In this way, when the employment of immigration workers increases, the marginal product of native workers will rise as well. Hence, the number of immigration workers is positively related with the wage of native workers. An immigrants flow will be beneficial to the native in the complement industries. 
As native workers in the two industries have conflicting interests, they prefer different immigration policies. Natives in the substitute industries prefer tighter immigration restrictions, while natives in the complement industries prefer loser immigration regulations. Moreover, some organizations opposed to immigration may favour restrictive immigration policies from non-economic perspectives. On the other hand, some groups aiming to improve cultural and social diversity support to enhance the degree of immigration freedom. 
Two main elements determine the demand for more restrictive immigration policies. First, the desire by native workers in the substitute industries to pay for a unit decrease in the immigration labour force can be expressed as: 
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. H stands for the number of employers in the substitute industry under the assumption of the perfectly inelastic supply of both native and immigration labour. 
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 is the cost of every one in this industry to lobby for a tighter restriction. Second, the willingness of organizations against immigration to pay for a unit reduction in the immigration labour force equals
[image: image10.wmf](*)

POPC

c

W-

, where 
[image: image11.wmf]c

 is the proportion of people who fight against immigration for non-economic purposes and POP represents the population of the destination country. 
[image: image12.wmf]W

 is the marginal benefit of a unit decrease in the immigration labour force and 
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 is the marginal cost. Thus, combining these two factors, the aggregate demand for a unit decrease in the immigration labour force equals:


[image: image14.wmf]5

5

4

52

(*)

2

2

S

NSSNS

P

H

CPOPC

ale

qqc

a

a

aa

éù

êú

êú

-+W-

êú

-

êú

ëû

              (2)
Also, the demand for looser restrictions depends on two main factors. First, the desire by natives in the complement industries to pay for a unit increase in the immigration workforce is expressed as:
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In this equation, A>0 and the parameters 
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In equilibrium, the willingness to pay for a unit decrease in the immigration labour pool equals the willingness to pay for a unit increase. In consequence, the immigration quota 
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 can be expressed as follows: 
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In equilibrium, the immigration quota was determined by a variety of factors, such as the product price, the supply of native labour to the substitute and complement industries and the size of these two industries. It implies that immigration restrictions are positively correlated with demand for products in the substitute industry and negatively correlated with the demand in the complement industries. Moreover, the larger size of either the substitute industry or the complement industry, the looser the immigration regulations will be applied. Clearly, the degree of competition or complementarity between immigrants and native workers contributes to the immigration quota in equilibrium as well. In addition, a large share of immigrants employed in the substitute industry will lead to relatively tighter immigration restrictions. 
3.2 Wage effects of skilled immigration
In general, highly skilled immigrants are considered complementary to native workers. Jobs performed by skilled immigration labor are different from most natives’ jobs. Based on the two-sector theory termed before, skilled immigration will have a positive influence on the native labor market. This is one of the reasons why many highly skilled immigration programs have been introduced in developed countries in recent years. The effect of immigration on wages is worth probing into after taking into account different skill levels of immigrants. 
Frédéric Docquier, Çaglar Özden and Giovanni Peri (2010) construct an aggregate production model to examine the impact of immigration. Based on a constant-returns-to-scale Cobb-Douglas production function, they assume at time t two inputs, namely units of labor (
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where 
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 stands for the total factor productivity (TFP) and 
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 is the income share of labour. Assuming in an internationally mobile physical capital market, the return to capital is equal across countries. In a small open country, the return to capital rate is: 
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By combining the equation (6) and (7), we get the expression of aggregate output in the long term as a function of labour 
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 is defined as the modified total factor productivity (TFP). Based on the literature of Murphy and Katz (1992) and Lemieux and Card (2001), the aggregate labour 
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The parameter 
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 captures the relative productivity level of highly skilled workers and 
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 is the elasticity of substitution between skilled and unskilled workers. 
Immigrants and native workers differ from each other due to their diverse culture and working habits even if they attain the same education level. They distinguish immigration labour and native workforce by the equation of 
[image: image46.wmf],

st

Q

 and “s” refers to a certain skill level, which can be low or high:
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In this equation, 
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Assuming workers are free to move within one country, every country can be regarded as a single labour market. By substituting the equation (9) and (10) into the equation (8) and solving the derivatives of the function, skilled and unskilled native workers’ wage rates can be obtained as follows:
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These expressions allow us to evaluate the effects of immigration on the wages of natives. It is clear that the wages of both high-skilled and low-skilled native workers are positively affected by total factor productivity (TFP) and the relative productivity level of native workers (
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). Meanwhile, the wage levels of both groups of natives are negatively correlated with the elasticity of substitution between skilled and unskilled workers (
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[image: image56.wmf]I

s

). It is understandable because an increase in the elasticity of substitution will make competition in the labour market more intense. Furthermore, the relative productivity level of highly skilled workers (
[image: image57.wmf]q

q

) has a positive relationship with the wage of high-skilled native workers, but has a negative relationship with the wage of low-skilled native workers. Remarkably, when the elasticity of substitution between native labour and immigration labour (
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), an increase of the number of skilled immigrants will have a negative influence on skilled natives’ wages. In contrast, if the elasticity of substitution between native labour and immigration labour (
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4. Empirical Results
This chapter will provide some empirical results of skilled immigration effects on the labor market and its brain gain and focus on OECD countries in 1990 and 2000. Regression models, technical problems, data and results will be discussed to capture its macroeconomic impact.

4.1 Methodology
In order to evaluate the skilled immigration effects on the local labor market and particularly to capture the pictures of the wage and unemployment, two hypotheses can be constructed:
1) 
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The following two regressions will be performed to estimate the effects of skilled immigration on the wage and employment of natives controlling other relevant variables. 
1)
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The Ordinary Least Squares (OLS) method will be used in order to estimate the coefficients. Ordinary Least Squares (OLS) is only applicable under the assumption that the dependent variable is an unchanging linear function of a specific set of independent variables, plus a disturbance. Generally, we assume that all independent variables are measurable on a continuous scale. However, we encounter dichotomous variables in practice as the data are divided into 2 years, 1990 and 2000. Therefore, a dummy variable is created for the year 2000 in both regression equations to translate the group-variable into a numerical value.

In the first regression equation, the dependent variable is the average wage rate of the population. Skilled immigration rate is one independent variable on the right side of the equation. Other independent variables include log level of GDP and log level of the population. In the second regression equation, the dependent variable is the unemployment rate and independent variables are the same as those of the first regression equation. Both an intercept dummy variable and a slope dummy variable of skilled immigration are created for the year 2000 as the year 1990 is treated as the base case. Thus, we have the following corresponding hypothesis testing:
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By using the Ordinary Least Squares (OLS) method for multiple regressions, Cross-analysis will be applied in order to examine 30 OECD countries for two years, i.e. 1990 and 2000. Some econometric problems may emerge due to a small sample of 60 observations. Only if several assumptions are met, OLS performs as a Best Linear Unbiased Estimator (BLUE). Hence, to remove heteroskedasticity and keep the variance of residuals constant, a White’s test is employed. Moreover, both Durbin Watson Test and the Breusch-Godfrey test will be used in order to test serial correlation in both regression models. The Newey-West (HAC) method can correct the variance-covariance matrix for serial correlation and heteroskedasticity simultaneously 
4.2 Data
The database, composed for the two regression models, contains data for 30 OECD countries and for the year 1990 and 2000. Table 1 below provides an overview of the data source and the definitions of all variables used in the regressions. Docquier and Marfouk (2005) collected data on immigration by educational attainment and original country from 30 OECD destination countries in 1990 and 2000. Skilled immigrants are defined as all working-aged (25 and over) immigrants with at least tertiary educational attainment (with a postsecondary certificate) wherever they completed their schooling. Their calculation indicates that the number of skilled immigrants has increased by approximately 800.000 from 1990 to 2000. Almost 50% of skilled immigrants choose to stay in the USA and about 13.4% immigrants live in Canada. What is more, the proportion of skilled immigrants from low-income nations, such as India and China, rose substantially from 1990 to 2000.
Table 1

Overview of the variables in the regressions
	Name
	Variable
	Source
	Definition

	wage
	Wage rate 
	OECD Statistics
	Seasonally adjusted average total earnings paid per employed person per hour

	unemployment
	Unemployment rate
	World Bank & OECD Statistics
	Share of the labor force that is without work but available for and seeking employment

	skim
	Skilled immigration  rate 
	Frédéric Docquier (2005)
	The ratio of the number of all working-aged (25 and over) immigrants with at least tertiary educational attainment

	Y
	Gross Domestic Product (GDP)
	World Bank
	Total GDP of a country converted to international dollars using purchasing power parity rates

	pop
	Population size
	World Bank
	Total population counts all residents regardless of legal status or citizenship


Data of hourly earnings supplied by OECD Statistics database are used in the regression model as an indicator of wage. The series of hourly earnings refer to seasonally adjusted average total earnings paid per employed person per hour, including overtime pay and regularly recurring cash supplements. It includes earnings series in manufacturing and the private economic sector. The other dependent variable, unemployment rate, is characterized as the share of the labor force that is without work but available for and seeking employment. The majority of unemployment rate for OECD countries in 1990 and 2000 can be found in the World Bank database and some missing data are supplemented by OECD Statistic database. Data of the other independent variables, GDP and population, are provided by the World Bank database. The variables, GDP and population, are taken the log level during the operational procedure to make an accurate estimation. 
4.3 Results
The first step is to establish the relationship between the wage level and skilled immigration rate. Second, the effect of skilled immigration on unemployment in destination countries will be examined. Precautions have been taken to control for serial correlation and heteroskedasticity and the estimation results for the dependent variables, wage and unemployment, are given in the table 2 below. 
Table 2
	
	Dependent variable = wage
	Dependent variable = unemployment

	variable
	Coefficient
	Prob.
	Coefficient
	Prob.

	constant
	-1.784355
	0.0006
	0.019042
	0.8558

	constant*dummy
	0.230507
	0.0051
	0.048155
	0.0442

	skim
	0.261931
	0.0907
	-0.005187
	0.9360

	skim*dummy
	-0.511536
	0.0307
	-0.143874
	0.1112

	Log(Y)
	0.203957
	0.0000
	-0.004476
	0.5429

	Log(pop)
	-0.186301
	0.0001
	0.009624
	0.1662

	skim+skim*dummy
	-0.249605
	0.1640
	-0.149061
	0.0217

	R-squared
	0.760715
	
	0.160057
	


When taking wage as the dependent variable, the constant dummy variable indicates that there is a substantial increase in earnings from 1990 to 2000 in OECD countries. As expected skill immigration does have a positive effect, with an average of 0.26, on the wage level of OECD destination countries in 1990. This positive effect can be explained by a productivity improvement, which possibly results from more selective immigration with respect to skills increasing diversity of the local population. Maddux and Galinsky (2009) confirm that working abroad enhances creativity. But the evidence is not very strong since the probability of t-test is 9.07%, which is only significantly different from zero at a 10% significance level. However, compared with the results in 1990, the study of the year 2000 shows a very different picture. The effect of skilled immigration on wage in 2000 is significantly smaller than that in 1990 and the difference is as high as 0.5 in the equation. The Wald-test shows the hypothesis testing 
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 can not be significantly rejected, which suggests that skilled immigration does not contain enough information about the wage in the labour market in 2000. What is more, the coefficients of the other two independent variables, i.e. GDP and population size, are both significantly different from zero. It is understandable that the effect of GDP on wage is positive. GDP is generally seen as an indicator of the economic development and it is natural the more you produce the more you earn. To the contrary, the size of population is negatively correlated with the national wage level since an increase in the local workforce is generally considered as substitutes and intensity the competition in the labor market. In addition, R-squared is quite high in this regression model, which is 76.07%. R-squared reflects the quality of the model indicating about 76.07% variance of the dependent variable, wage, can be explained by all the independent variables. 
The relationship between unemployment and skilled immigration is not well confirmed in this model. The coefficient
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 is not significantly different from zero. It implies that skilled immigration does not have an influence on unemployment in OECD countries in 1990, which is in contradiction with the intuition. However, the effect of skilled immigration on unemployment is much more significant in 2000. The probability of its hypothesis testing 
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 equals 2.17%, which can be rejected at 5% significance level. The coefficient of skilled immigration is negative, that is -0.15, implicating that an increase in the proportion of skilled immigrants will lead to a reduction of unemployment rate. This is consistent with the theory mentioned above that skilled immigration will bring an improvement in the labour market. Furthermore, a positive coefficient of the constant dummy variable is significant, which reveals the unemployment rate in 2000 is relatively higher than that in 1990 around OECD countries. However, neither of the other two independent variables, i.e. GDP and population size, can significantly explain the unemployment rate in this model. As a result, there is a large decrease in R-squared of the regression from the model of wage to the model of unemployment.
This zero to small positive effect of gains from skilled immigrants on the labor market can be explained by considerable losses of skilled workers in OECD countries. A great number of highly skilled workers choose to emigration from less developed countries to more developed countries. Such an international transfer of resources in a form of human capital can be identified as brain drain. Therefore, the net brain gain is the joint effect of brain gain caused by skilled immigration and brain drain resulting from skilled emigration. 
According to Docquier (2005), the net brain gain is defined as “the net immigration of skilled workers, expressed in percentage of the working-aged resident population”. The net brain gain in the country i is expressed as:
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In this formula, 
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 is the number of skilled immigrants who were born in country j and live in country i at time t and 
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 denotes the number of skilled emigrants born in country i and living in country k. 
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 is the stock of the resident labour force. Specific data are shown by the table 3 in the appendix. Figure 1 below displays the net brain gain of OECD countries in 1990 and 2000, where a country owning a positive amount is a net gainer. 
Figure 1
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As a whole, as most value of net brain gain is greater than zero, OECD countries benefit from skilled migration. However, comparing pictures between two years, there is only a very small improvement, with an average of 0.5%, from 1990 to 2000. Australia and Canada are the biggest winners, whose net brain gain amounts to 10% every year. Immigration has become an important economic tool for their booming economy. Moreover, Luxemburg experienced the largest increase of net brain gain, which is 5.2%, from 1990 to 2000. However, some countries such as Mexico, Poland and Portugal even experienced a reduction of net brain gain from 1990 to 2000.
To obtain a better understanding of brain gain, the following regression will be performed. As the net brain gain of a country is generally affected by its language used and capital markets in that country, regressors such as the degree of English mastery and indicators of a financial sector will be added into the regression.
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In this regression, the net brain gain of OECD countries in 1990 and 2000 collected by Docquier (2005) is the dependent variable to be examined. On the right side of the equation, ENG as an independent variable of English popularization refers to the proportion of population who can speak English. IDC, short for Listed Domestic Companies, is the number of domestically incorporated companies listed on the country's stock exchanges at the end of the year. The third independent variable MC is an abbreviation of Market Capitalization of Listed Companies. Market capitalization, that is also known as market value, is the share price times the number of shares outstanding. It is calculated as the percentage of GDP. The independent variable ST is Stocks Traded defined as the total value of shares traded during the period. It complements the ratio of market capitalization (MC) by indicating whether the market size is matched by trading and it is also shown as the percentage of GDP. Data of these variable indicators can be found in the World Bank database. The variable, Listed Domestic Companies (LDC), is taken a log level in calculation in order to derive a more accurate estimation.
After taking into account serial correlation and heteroskedasticity, the estimation results for net brain gain are shown in the table 4 below.
Table 4

Dependent variable =Net Brain Gain
	variable
	constant
	ENG
	LDC
	MC
	ST
	R-squared

	Coefficient
	-0.079477
	0.027874
	0.027613
	0.020482
	-0.016378
	0.313242

	Prob.
	0.0164
	0.0359
	0.0453
	0.1742
	0.2222
	


In general, the coefficient test statistics are consistent with our intuition, that is English-speaking countries and countries working as important financial sectors are more likely to be brain gainers. The coefficient of the English speaking proportion of population is positive and significant, which is equal to 0.028. This suggests that English speaking countries are more open, inclusive and adaptable for immigrants and are more probable to become winners in the global competition of skilled migration. Also, the variable, that is Listed Domestic Companies (LDC), exerts a significant positive effect on net brain gain. It means the more listed domestic companies a country has, the more attractive will this country be to immigrants. However, the coefficients of the other two independent variables, market capitalization (MC) and the ratio of stocks traded (ST), are not significant different from zero at a 5% significance level. In addition, R-squared of this regression model is reasonable, implying 31.32% variance of net brain gain can be captured.
It is noticeable that Luxemburg experienced the largest increase of net brain gain from 1990 to 2000. Due to its size and geographic position, Luxembourg always benefits from highly skilled immigration from the Grand Region. Luxembourg is located at an extremely important crossroads of the European Union, bordering two economic centres, namely France and Germany. The ratio of market capitalization is very high in Luxembourg, which may appeal to investors and companies. Its high salary and advantageous geographic location attract substantial skilled labour force. Also, Sweden and Switzerland have been dream destination countries for skilled immigrants owing to its high standards of living, world class infrastructure and political neutrality and freedom. More importantly, Sweden and Switzerland are crucial financial sectors as well. There are a large number of listed domestic companies in both Sweden and Switzerland. They also own a high ratio of market capitalization. Consequently, Sweden and Switzerland benefit from skilled migration as well.
5. Conclusion
Many developed countries have reformed their immigration regulations and favour more selective immigration policy in terms of skills. Although immigration brings positive net welfare benefits to destination countries, it may intensify the competition and negatively influence the local labour market. Theoretical and empirical researches are conducted into the determinants of the immigration policy and the effect of skilled immigration policy on the labour market. It turns out that immigration quota is determined by various factors such as substitutability and complementarity between immigrants and native workers. The regression estimates suggest that skilled immigration exerts a zero to small positive effect on both wages and employment in OECD countries. This small positive influence can be explained by considerable losses of skilled workers in OECD countries. The test of net brain gain shows that English speaking countries and important financial sectors especially countries with more listed domestic companies are more likely to benefit from skilled migration.
This thesis gives some initial insights on the implementation of skilled immigration policies. However, further empirical research is needed. Lack of skilled immigration data gives a limitation of this article. To enlarge the sample and obtain a more accurate estimation, it is not only important to get data for both more countries and a larger time period but also to improve accuracy of data calculation. This will make a difference in investigating skilled immigration effects on the labor market. 
6. Reference
Aslan Zorlu1, Joop Hartog (2002), “The effect of immigration on wages in three European countries”, J Popul Econ (2005) 18:113–151
Christian Lumpe — Benjamin Weigert (2009) “Immigration Policy, Equilibrium Unemployment, and Underinvestment in Human Capital” Labour 23 (1): 97–130 
Frédéric Docquier, Çaglar Özden, Giovanni Peri (2010) “The Wage Effects of Immigration and Emigration” Policy Research Working Paper: 5556

Frédéric Docquier and Abdeslam Marfouk (2005) “International Migration by Educational Attainment (1990-2000) - Release 1.1” World Bank Policy Research Working Paper, n.: 3382

Gil S. Epstein, Astrid Kunze and Melanie E. Ward (2009) “High-Skilled Migration and the Exertion of Effort by the Local Population” Scottish Journal of Political Economy 56(3): 332-352
Gnanaraj Chellaraj, Keith E. Maskus and Aaditya Mattoo (2005) “The Contribution of Skilled Immigration and International Graduate Students to U.S. Innovation” World Bank Policy Research Working Paper: 3588
Haque, N. U and S. Kim (1995), .Human Capital Flight: Impact of Migration on Income and Growth., IMF Staff Papers 42(3), 577-607

Leonid V. Azarnert (2010) “Is skilled immigration always good for growth in the receiving economy?” Economics Letters 108 (2010) 116–118
Lucie Cerna (2009) “The Varieties of High-skilled Iimmigration Policies: Coalitions and Policy Outputs in Advanced Industrial Countries” Journal of European Public Policy 16:1 January 2009: 144–161

Michel Beine, Fre´deric Docquier and Hillel Rapoport (2008), “Brain Drain and Human Capital Formation in Developing Countries: Winners and Losers” The Economic Journal 118, 631–652

Orn B. Bodvarsson, William H. Kaempfer, Anton D. Lowenberg and William Mertens (2007) “The Political Market for Immigration Restrictions: Model and Test” J. Int. Trade & Economic Development Vol. 16, No. 2, 159 – 192

S. Longhi, P. Nijkamp and J. Poot (2010) “Joint impacts of immigration on wages and employment: review and meta-analysis” J Geogr Syst (2010) 12:355–387
Appendix

Table 3
Net Brain Gain in OECD countries
	
	Net Brain Gain in 1990
	Net Brain Gain in 2000

	
	Immigrants - Expatriates
	in % of working aged residents
	Immigrants - Expatriates
	in % of working aged residents

	AUS
	1040218
	10.00%
	1422947
	11.40%

	AUT
	-86170
	-1.70%
	-27248
	-0.50%

	BEL
	26417
	0.40%
	83999
	1.20%

	CAN
	1483333
	8.30%
	2225619
	10.70%

	CZE
	
	
	-28481
	-0.40%

	DNK
	-40531
	-1.20%
	-36770
	-1.00%

	FIN
	-49910
	-1.50%
	-54617
	-1.50%

	FRA
	74707
	0.20%
	302104
	0.70%

	DEU
	-179456
	-0.30%
	147586
	0.20%

	GRC
	-91000
	-1.40%
	-136085
	-1.80%

	HUN
	-83390
	-1.20%
	-69923
	-1.00%

	ISL
	-3196
	-2.10%
	-2086
	-1.20%

	IRL
	-116179
	-5.90%
	-93435
	-4.00%

	ITA
	-227607
	-0.60%
	-265818
	-0.60%

	JPN
	99815
	0.10%
	59946
	0.10%

	KOR
	-449020
	-1.30%
	-600757
	-1.40%

	LUX
	5356
	2.10%
	22040
	7.30%

	MEX
	-236633
	-0.70%
	-781052
	-1.70%

	NLD
	-60864
	-0.60%
	-3111
	0.00%

	NZL
	104473
	5.20%
	70556
	2.90%

	NOR
	-1137
	0.00%
	17953
	0.60%

	POL
	-207074
	-0.90%
	-345563
	-1.40%

	PRT
	-63456
	-1.00%
	-117622
	-1.70%

	SVK
	-65304
	-0.70%
	-37462
	-1.10%

	ESP
	53923
	0.20%
	70271
	0.20%

	SWE
	88579
	1.50%
	143029
	2.30%

	CHE
	129834
	2.70%
	198631
	3.80%

	TUR
	-63767
	-0.30%
	-33009
	-0.10%

	GBR
	-585903
	-1.50%
	-184415
	-0.50%

	USA
	5876573
	3.60%
	9922955
	5.40%
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