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Immigration and inequality in Europe

Abstract

This paper aims at assessing the effect of immigration on native income inequality in Western Europe. | use
different regional indicators of income inequality, which allow distinguishing between dispersion at the top and at
the bottom of the income distribution, and correlate them to regional annual inflows of immigrants over the period
2004-2008. Results indicate that immigration is associated with a decrease of income inequality at the bottom of

the distribution. However, 1V estimates do not show any causal effect of immigration on income dispersion.
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Executive Summary

This paper provides a first analysis of the link between immigration and income inequality for Western Euro-
pean countries (Austria, Belgium, Germany, Denmark, Spain, Finland, France, Greece, Ireland, Italy, Nether-
lands, Norway, Portugal, Sweden, UK).

I use annual data from the EU Statistics on Income and Living Conditions (EU_SILC) for years 2004-2008,
and augment them with information on immigrants from the European Union Labour force Survey (EULFS).
In my empirical analysis, | correlate annual changes in regional indices of individual income inequality with
annual inflows of immigrants, which | define as individuals born outside of their country of current residence.
I consider 5 indices of income inequality, which capture inequality at different parts of the income distribu-
tion: the 90"/10™ percentile ratio, the 90th/50th percentile ratio, the 50th/10th percentile ratio, the 75th/25th
percentile ratio, and the Gini index.

The analysis shows that immigration is correlated with a decrease in individual income inequality, especially
at the bottom of the distribution.

My estimates imply that an increase in immigration of the size of 1% of the native population is associated
with a decrease of about 0.85% in the ratio of the 50th to the 10th percentile of the individual income distribu-
tion. This finding is robust across a variety of definitions of income and of immigration data sources.

Results for other indicators of inequality are less robust, and depend on the data sources and variable consid-
ered.

These results cannot be given a causal interpretation. IV estimates, based on past settlement choices of immi-
grants, do not indicate any statistically significant causal effect of immigration on inequality. The lack of any
significant IV results might however be due to a weak instruments problem.

The paper highlights substantial limitations in data which complicate the analysis. The most important are:
absence of comparable regional indicators and income variables for all countries and years, small sample
size and non-representativeness of the sample of immigrants, especially at the local level, in most European

datasets.
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Immigration and inequality in Europe

1. Introduction

Europe has experienced a substantial increase in its immigrant population over the last decades. While some
countries in Central and Northern Europe have been the destination of immigration flows throughout the last half
of the past century, due to their colonial ties or to their sustained labour demand, Southern European countries have
only recently become net receivers of immigrants. Overall, the experience of Europe with immigration is more
recent and limited than that of South and North America, or of Australia (see Dustmann and Frattini (2012) for an
overview of the history of migration in Europe). The relative novelty of the phenomenon and the rapid growth in
the foreign-born population in many countries over a relatively short period of time has also contributed to create
concerns among policy-makers and residents of many countries about potentially negative effects of immigration
on the welfare of residents. Immigration has thus become one of the most controversial and highly debated policy
issues in Europe. However, while there are several country-specific studies on the consequences of immigration
on the economy of receiving countries, there is a lack of European — wide studies (Angrist and Kugler (2003),
and D’ Amuri and Peri (2011) are two exceptions). In particular, we know little about the effect of immigration on
inequality in Europe.

This paper aims at assessing the effect of immigration on inequality of native income across Western European
countriest. | construct regional indicators of inequality for natives, based on the Gini index and on different ratios
of percentiles (90/10. 90/50, 50/10 and 75/25) of the individual income distribution, which allow distinguishing
between dispersion at the top and the bottom of the distribution. The analysis is based on data from the European
Statistics on Income and Living Conditions (EU-SILC), which is currently the EU reference source for indicators
of poverty and social inclusion (see Nolan, Marx and Salverda (2011) for a discussion of inequality measures and
data sources in Europe). Following a long tradition in the literature on the impact of immigration on the labour
market, | then identify the effect of immigration on inequality by correlating changes in immigrant concentration
in a region with changes in the indicators of inequality in the same region, and | account for the endogeneity of
immigrants location choices with an 1V strategy based on lagged immigrant stocks.

The paper is structured as follows. In the next section | provide a brief review of the literature on the impact
of immigration on receiving countries, with a focus on Europe; in section 3 | describe my empirical strategy and

in section 4 | present the datasets used in the analysis and critically evaluate their limitations. Section 5 presents

1 | focus on Austria, Belgium, Germany, Denmark, Spain, Finland, France, Greece, Ireland, Italy, Netherlands, Norway, Portugal, Sweden,
and UK.
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a descriptive analysis of the key characteristics of immigration in Europe. Results of the empirical analysis are

presented in section 6, while section 7 discusses the results and provides some directions for future research.
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2. Literature

The effect of immigration on natives’ labour market outcomes, and in particular on native wages, has been
the subject of a vast literature which dates back at least to Grossman (1982), Borjas (1987), Card (1990) and Al-
tonji and Card (1991), who studied the effect of immigration on native wages in the US context. Over time, and
with the availability of suitable microdata for an increasing number of European countries, many papers have
also investigated the consequences of immigration on the labour market of individual European countries (see
e.g. Winter-Ebmer and Zweimueller (1996 and 1999) for Austria; Hunt (1992) for France; Pischke and Velling
(1997), D’ Amuri, Ottaviano and Peri (2010) and Glitz (2011) for Germany; Carrington and de Lima (1996) for
Portugal; Carrasco, Jimeno, Ortega (2008) for Spain; Dustmann, Fabbri and Preston (2005), Dustmann, Frattini
and Preston (2012), Manacorda, Manning and Wadsworth (2012) for the UK). However, only a couple of papers
(Angrist and Kugler (2003) and D’ Amuri and Peri (2011)) have investigated the effect of immigration on European
labour markets as a whole, and both of them have focussed on the effect on native employment, due to the lack
of information on wages.

A comprehensive review of the literature is beyond the scope of the paper?, but while there is still a — some-
times heated — debate among scholars on the best estimation strategies (see e.g. Card (2001), Borjas (2003), Bor-
jas, Grogger and Hanson (2008) and Ottaviano and Peri (2012)), most of the recent studies indicate that immigra-
tion has only small effects on natives’ labour market outcomes.

No papers have explicitly studied the effect of immigration on inequality, although many have shown the ef-
fect of immigration on different skill groups defined in terms of either occupation (e.g. Card (2001), Orrenius and
Zavodny (2007)), education (e.g. Dustmann et al.(2005), Card and Lewis (2007)), or position in the wage distribu-
tion (Card (2009a), Dustmann et al. (2012)). In a recent paper, David Card (2009b) offers a wide overview of the
existing evidence on the relationship between immigration and inequality, with a focus on the US case. His paper
demonstrates that evidence from studies using different type of empirical approaches offers coherent evidence
toward the fact that the impacts of recent immigrant inflows on the relative wages of U.S. natives in different
skill groups are small. However the effects on overall wage inequality (including natives and immigrants) are
larger, reflecting the concentration of immigrants in the tails of the skill distribution and higher residual inequality
among immigrants than natives. Even so his results show that immigration accounts for a small share (5%) of the
increase in U.S. wage inequality between 1980 and 2000. As regards Europe, Barrett, Fitzgerald and Nolan (2002)

argue that immigration in Ireland, which was primarily composed of high skill immigrants, has contributed to a

2 Friedberg and Hunt (1995), Gaston and Nelson (2002) and Okkerse (2008) are three papers that survey this literature in great detail.
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decrease in earnings inequality. Conversely, Dustmann et al. (2012) show that immigrants in the UK are employed
in unskilled occupations, despite their high educational qualifications, and as a results immigration over the period
1997-2006 has contributed to a small widening of the 90/10 and 90/50 wage percentiles ratios, but had no effects
on the 90/50 ratio. These results point to the key role of the type of skills, and especially to the type of occupation

immigrants are employed in, as key determinants of the effect of immigration on wages and on inequality.
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3. Empirical strateqy

In this section | describe my empirical strategy and the challenges it poses.

As it is by now common in most of the literature on the impact of migration (see e.g. Card (1990), Altonji
and Card (1991), Dustmann, Fabbri and Preston (2005), Dustmann, Frattini and Preston (2012)) | exploit spatial
variation in immigration, and regress measures of native income inequality in a given area on the relative quanti-
ties of immigrants in that particular locality and appropriate controls. This approach is sometimes referred to as the
spatial correlation approach. The implicit assumption in this empirical approach is that different spatial units can
be considered as separate labour markets, and therefore immigration in a region affects local labour supply only,
without having consequences on other regions.

I run regressions of the form:

Aineq,; = BAM,; + AXy Y + 0, + Auyt )

where | use the index r to denote different spatial units, and the index t for different years. The dependent

variable is a measure of income inequality (see below), and the regressor of interest is , the ratio of immigrants

to natives in the region. The vector X includes controls for the size and characteristics of the native population

in the region (logarithm of the number of native residents, average age of natives, and ratio of high skilled and

intermediate skilled natives to low educated natives in the region). Time dummies control for all time specific but
region-invariant shocks affecting all regions in year t.

The model is specified in first differences so that all time-invariant regional characteristics are differenced out.
We are therefore not concerned by the fact that immigrants might settle in regions with permanently higher (or
lower) income inequality, as regional fixed effects are implicitly accounted for by first differencing.

Even after differencing, however, it might still be the case that immigrants are attracted towards regions where
inequality is increasing (or decreasing), and therefore OLS estimates might be biased due to reverse causality. The
bias can be eliminated using an IV strategy. | follow what has by now become a tradition in this kind of literature,
and rely on past immigration as a source of exogenous variation in immigrants’ location choices. A large literature
(see e.g. Bartel (1989), Munshi (2003)) has shown that immigrants’ networks are one of the main determinants of
immigrant location choices. Therefore, under the assumption that location choices of immigrants in the past are not

correlated with current economic shocks, they provide a suitable instrument for current period immigrant inflows .
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In practice, | construct the instrument in a similar fashion to Dustmann et al. (2012). | use the regional immi-
grant-native ratio in 2001, , (measured from the European Union Labour Force Survey, see section 4.2) as a mea-
sure of historical regional immigration, and obtain time-variation in the instrument through the interaction with

year dummies, | present first stage statistics in section 6.2.
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4. Data and sample construction

4.1.  The EU Statistics on Income and Living Conditions (EU-SILC)

The main dataset used in this analysis is the European Union Statistics on Income and Living Conditions
(EU-SILC). EU-SILC is a dataset available annually since 2004, which collects household and personal informa-
tion, including income, country of birth, education, age and region of residence, on a representative sample of the
population in private households for several European countries. | use the cross-sectional version of the dataset,
and use annual data for every year 2004-2008 for the following countries: Austria, Belgium, Germany, Denmark,
Spain, Finland, France, Greece, Ireland, Italy, the Netherlands, Norway, Portugal, Sweden, and UK. In particular,
I use the files EUSILC XUDB 2004 - version of August 2009, EUSILC UDB 2005 — version 5 of August 2009,
EUSILC UDB 2006 — version 4 of March 2010, EUSILC UDB 2007 — version 4 of August 2010, and EUSILC UDB
2008 — version 2 of August 2010.

The level of detail and the exact definition of each variable in EU-SILC vary in some cases over time and
across countries. I now explain in detail how the variables used in the analysis have been constructed. Throughout

the analysis, | always restrict the attention to the working age population, which | define as population aged 16-65.

411. Income

I construct the indices of income inequality using information on employees’ gross or net cash or near cash
income (EU-SILC variables PY010G and PY010N). Both variables report the monetary component of the com-
pensation of employees in cash payable by an employer to an employee and include: wages and salaries paid in
cash for time worked or work done in main and any secondary or casual job(s), remuneration for time not worked
(e.g. holiday payments), enhanced rates of pay for overtime, supplementary payments (e.g. thirteenth month pay-
ment), profit sharing and bonuses paid in cash, as well as any allowances paid by the employer to the employee.
The gross variable includes also the value of any social contributions and income taxes payable by an employee
or by the employer on behalf of the employee to social insurance schemes or tax authorities, while the net variable
excludes taxes at source and social insurance contributions.

I use information on income of full time and part-time employees who report positive income.
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Ideally, | would like to construct indices of before-taxes income inequality, as what | want to measure is the
effect of immigration on inequality before any redistributive policy intervention. However, information on gross
income is not present for all countries in all years. The first two columns of Table 4.1 report for each country the
years in which information on gross and net income is available.

Table 4.1 — Summary of variables availability

c INcoME Resion
OUNTRY
GRoss Ner NUTS1 NUTS2
At 200420052006 2004 20052006 2004 2005 2006
2007 2008 2007 2008 2007 2008
Beldium 200420052006 2004 20052006 2004 2005 2006
g 2007 2008 2007 2008 2007 2008
2005 2006 2007 2005(only 6
Germany 2008 2005 regions) 2006
2004 2005 2006 2004 2005 2006
Denmark* 2007 2008 2007 2008
. 2004 2005 2006 2004 2005 2006
Spain 2006 2008 2007 2008 2007 2008
Finland 2004 2005 2006 2004 2005 2006
2007 2008 2007 2008
rance 2004 20052006 2004 2005 2006 2004 2005 2006
2007 2007 2007
2004 20052006 2004 2005 2006
Greece 2007 2008 2007 2008 2007 2008
eland* 200420052006 2004 20052006 2004 2005 2006
2007 2008 2007 2008 2007 2008
2004 20052006 2004 2005 2006
Italy 2007 2008 2007 2008 2007 2008
2005 2006 2007
Netherlands 2008
2004 2005 2006 2004 2005 2006
Norway* 2007 2008 2007 2008
2004 2005 2006
Portugal 2007 2008 2007 2008
2004 20052006 2004 2005 2006
Sweden 2007 2008 2007 2008 2008
UK %ggg 2006 2007 5005 2006

The left columns of the table report for each country the years in which data on gross and net income are avail-
able in EU-SILC. The right columns report for each country the years for which NUTS1 and NUTS2 identifiers
are available in EU-SILC.

* countries in which NUTSL1 coincides with the whole country.

While some countries have both gross and net income information in all years (Austria, Belgium, France,
Ireland, Sweden) others have only one type of income variable that is consistently available over time. | therefore
construct four different versions of each inequality indicator, which vary according to what type of income (gross
or net) is used in each country. In all cases, the income definition within each country is kept constant. In the first
version (V1), | use gross income only for all countries; in the second version (V2) | use net income only for all

countries. In the third version (V3) | use gross income in countries where this is available in all years, while for

countries where this is not always available | use net or gross income depending on which variable is available for
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more years; this results in using net income for Spain, Greece, Italy and Portugal, and gross income for all other
countries. Finally, in the fourth version (V4) | use net income, except for countries where this is not available, or
is available for fewer years than gross income; this results in using gross income for Germany, Denmark, Finland,

the Netherlands, Norway, and the UK.

EU SILC contains information on region of residence, but the level of detail varies across countries, and over
time. I have summarised in columns 3 and 4 of Table 4.1 the level of regional detail available for each country and
year. NUTS2 identifiers are available for Finland, France and Spain only. Austria, Belgium, Greece and Italy have
NUTS1 regional identifiers available in all years, while for Denmark, Ireland, and Norway NUTS1 coincides with
the country. In Germany NUTS1 identifiers are available in 2005 and 2006 only, and regions are NUTSL1 regions
are grouped into 6 macro-regions. Finally, there are no regional identifiers in EU-SILC for the Netherlands, Por-
tugal, and the UK, and regional identifiers are available in 2008 only for Sweden. In the analysis we use for every
country the highest available level of disaggregation, available for all years. In practice this means using NUTS2
for Finland, France and Spain, NUTS1 for Austria, Belgium, Greece and Italy, the six macro regions available for

Germany for the two years data are available, and country-level data for all other countries.

EU-SILC allows distinguishing between individuals born in the country of residence, in another EU country,
or out of the EU. | define immigrants as individuals born outside their country of residence, irrespective of whether
they are EU or non-EU citizens. It should be noted that the EU-SILC sample is not supposed to be representative
of the foreign born population, even when population weights are used - as | do throughout the analysis - and this
is especially problematic when measuring immigration at the sub-national level. For this reason I also use informa-
tion on immigrant concentration from the European Union Labour Force Survey, which has a larger sample size,

(see below) as an alternative source of information on immigrant concentration.

Information on individuals’ education in EU-SILC is reported based on the six categories of the International
Standard Classification of Education (ISCED). | group ISCED classifications into 3 macro categories of “low”,
“intermediate” and “high” education. | define as “low” education, education levels up to lower secondary, ISCED
levels O to 2; as “intermediate” upper secondary education, ISCED level 3; as “high” education post-secondary

or tertiary education, ISCED levels 4 and 5. For every geographic unit, | then compute indicators of educational
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native composition as the ratio of the number of natives with high (intermediate) education relative to the number
of natives with low education. In some specifications | also include controls for the average age of natives in the

region, and for the size of the native regional population.
4.2.  The European Union Labour Force Survey (EULFS)

The European Union Labour Force Survey (EU LFS) is conducted in the 27 Member States of the European Union
and 2 countries of the European Free Trade Association (EFTA). It is a large quarterly household sample survey
of people aged 15 and over. The quarterly sample is spread uniformly over all weeks of the quarter. The national
statistical institutes are responsible for selecting the sample, preparing the questionnaires, conducting the direct
interviews among households, and forwarding the results to Eurostat in accordance with the common coding
scheme. Although the sampling schemes vary slightly, all countries apply a rotating panel design whereby the
same individuals are interviewed for a fixed number of quarters, and then leave the sample.

The data collection covers the years 1983 to 2009, though not all countries are included in each year. The
EULFS collects information on respondents’ personal circumstances and labour market status and occupation as
well as on country of birth. The main advantage of the EULFS over EU-SILC in our case is that the EULFS has a
larger sample size, and this should alleviate sampling errors in measurement of immigrant concentration.

I use the EULFS to compute current regional immigrant concentration variables, which is used to check the
robustness of results obtained when immigration is measured from EU- SILC, as well as to compute historical im-

migration variables, which are used as instrumental variables (see section 3 for details).
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Descriptives

Immigration and inequality in Europe

Table 5.1 reports some descriptive statistics based on EU- SILC on the relative composition of the foreign and

native born working age population in each of the country we analyse, and overall across countries (see Dustmann

and Frattini (2012) for a thorough descriptive analysis of immigration in Europe).

Table 5.1 - Descriptive statistics

AVERAGE AGE Eoucarion PROPORTION IN ELEMEN-
TARY OCCUPATIONS
Low INTERMEDIATE Hich
. Natives 1.3 16.4 56.6 271 1.1
Austria
Immigrants 408 36.2 39.1 2417 29.8
) Natives 42.6 24.0 355 405 121
Belgium
Immigrants 42.2 29.4 33.0 376 246
Natives 418 99 419 42.2 7.0
Germany
Immigrants 45.0 20.2 379 AR 141
Natives AN 22.7 INKA 29.8 8.8
Denmark
Immigrants 399 23.3 413 354 19.8
. Natives 403 46.6 21.6 318 19.4
Spain
Immigrants 36.5 36.5 348 28.6 325
. Natives 423 18.1 454 365 9.0
Finland
Immigrants 36.9 5.2 54.3 405 15.3
Natives AN 27.3 416 25.1 1.5
France
Immigrants 45.1 46.5 305 23.0 213
Natives 409 308 35.0 34.2 9.0
Greece
Immigrants 38.6 33.0 408 26.2 26.3
Natives 403 354 215 371 14.0
Ireland
Immigrants 3715 211 214 57.4 139
Ialy Natives 428 456 348 19.6 10.7
Immigrants 378 46.9 399 13.2 23.6
Netherlands Natives AN 25.3 393 355 6.2
Immigrants 412 23.0 L4 8 322 14.7
Natives 408 15.6 488 356 40
Norway
Immigrants 38.4 21.2 36.9 419 119
Natives 41.2 71.0 14.7 14.3 15.8
Portugal
Immigrants 35.4 49.1 28.7 22.2 14.3
Natives 42.2 12.2 49.1 388 40
Sweden
Immigrants 42.7 18.6 427 38.7 11.0
oK Natives 411 17.0 498 33.2 12.3
Immigrants 395 17.9 26.6 55.4 16.4
. Natives 416 27.8 40.7 315 11.2
All countries
Immigrants 4.0 32,6 343 33.0 20.7

The table reports, for each country the average age of immigrants and natives, the educational distribution of im-
migrants and natives, and the percentage of immigrant and native employees working in elementary occupations
(ISCO category number 9) out of total immigrants or natives employees.
Low education: ISCED levels 0-2; Intermediate education: ISCED level 3; High education: ISCED levels 5 and 6.
Working age population (16-65) only.

Source: EU-SILC years 2004-2008.
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In most countries immigrants are on average younger than natives. Across countries, the average age of na-
tives is 41.6 years, and the average age of immigrants is 41. However, large disparities exist between countries: in
France and Germany immigrants are on average over three years older than natives, while for instance in Italy and
Finland they are over five years younger than natives, and almost four years younger in Spain. The educational
distribution of immigrants is slightly more polarised than that of natives, but large differences exist across coun-
tries. In columns 2 -4 of Table 5.1 we report the distribution of immigrants and natives across educational groups.
We define three education groups, “low”, “intermediate” and “high”, in accordance with the International Standard
Classification of Education (ISCED) categorisation. Specifically, we group ISCED levels 0-2, or individuals with
less than secondary education, into “low”; ISCED level 3, or (upper) secondary into “intermediate”, and ISCED
levels 4 and 5, or post-secondary and tertiary education, into “high”. On average across Europe 28% of natives
and 33% of immigrants have low education, while 31% of natives and 33% of immigrants have high education.
Again, there are large differences between countries. In the UK and Ireland the share of immigrants with a high
level of education is over 50%, and the share of natives with comparable education is 33% and 37%, respectively;
conversely in Italy, for instance, it is just 13% among immigrants and 20% among natives.®.

The last column of Table 5.1 reports the share of immigrants and natives who are employed in an elementary
occupation, the least skilled occupational category according to the International Standard Classification of Oc-
cupations (ISCO, category 9). Immigrants are twice as concentrated in these occupations as natives: on average
across countries 21% of immigrants and 11% of natives are employed in an elementary occupation. The relative
concentration is highest in Greece, Austria, Italy and Sweden, where immigrants are about three times more likely
than natives to work in an elementary occupation, and lowest in Ireland, Portugal and the UK, where natives and
immigrants are equally likely to work in these occupations.

Table 5.2 reports mean and standard deviations across regions and years, by country, for all the regressors used
in the analysis. The last column reports the number of observations used for each country (number of observa-

tions= number of regions x number of years).

3 These numbers should be interpreted with care due to the imperfect comparability of school qualifications across countries.
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Table 5.2 — Means and standard deviations of regressors

[MM/NAT RATIO Eoucarion
EU-SILC EULFS | Hien/Low  INTERMED/

CounTry Low At Lo6 NATIVES N

Austria mean 0.189 0.190 1.89 4.00 38.63 1421 12
sd 0.073 0.078 0.32 0.50 0.38 0.27

Belgium mean 0.332 0.317 214 1.48 39.65 1413 12
sd 0.312 0.296 0.73 0.21 0.44 0.99

Germany mean 0.088 0.094 3.33 453 39.76 15.90 6
sd 0.029 0.031 0.98 0.95 0.57 0.31

Denmark mean 0.066 0.088 134 2.10 41.68 15.01 A
sd 0.005 0.017 0.13 0.07 0.12 0.00

Spain mean 0.081 0.163 0.77 0.51 38.58 13.65 T4
sd 0.046 0.087 0.31 0.15 1.00 1.24

Finland mean 0.030 0.026 1.90 2.62 41.54 13.45 16
sd 0.012 0.011 0.21 0.32 0.74 0.61

France mean 0.114 0.106 0.90 1.75 38.97 13.99 66
sd 0.099 0.074 0.37 0.55 1.09 0.85

Greece mean 0.093 0.081 1.01 1.10 38.79 14617 16
sd 0.025 0.027 0.50 0.31 0.65 0.55

Ireland mean 0.147 0.089 1.08 0.79 38.28 14.74 A
sd 0.017 0.114 0.06 0.08 0.62 0.02

Italy mean 0.082 0.085 0.46 0.76 40.62 15.73 20
sd 0.033 0.034 0.08 0.15 0.89 0.29

Netherlands mean 0.069 0.147 1.39 1.56 40.19 16.12 3
sd 0.003 0.000 0.09 0.08 0.45 0.01

Norway mean 0.092 0.094 2.46 3.4 41.719 14.81 A
sd 0.003 0.004 1.35 2.55 0.30 0.02

Portugal mean 0.050 0.083 0.20 0.21 38.97 15.72 A
sd 0.019 0.007 0.00 0.00 0.42 0.02

Sweden mean 0.141 0.173 3.27 L4 42.06 15.44 A
sd 0.006 0.008 0.15 0.23 0.10 0.02

UK mean 0.130 0.148 1.98 3.30 4039 17.37 3
sd 0.005 0.014 0.38 1.19 0.46 0.00

Total mean 0.107 0.130 1.15 1.53 39.33 14.23 248
sd 0.107 0.108 0.78 1.20 1.35 1.18

The table reports means and standard deviation across regions and years of all independent variables used in the
regression analysis, by country. Columns 1 and 2 report the ratio of working age immigrants to natives based on
EU-SILC (column 1) and EULFS (column2), column 3 reports the ratio of natives with high education to natives
with low education, and column 4 reports the ratio of natives with intermediate education to natives with low edu-
cation Column 5 reports the average age of working age natives, and column 6 reports the log of the size of the
native population. The last column reports the total number of observations per country.

We define working age as 16 to 65.

Source: EU-SILC and EULFS, 2004-2008.

Columns 1 and 2 report the ratio of working age immigrants to working age natives measured from EU-
SILC (column 1) and from the EULFS (column 2). Figures from EU-SILC and from the EULFS are similar in all

countries, with some considerable deviations in Spain, Ireland, and the Netherlands, where the average ratio of
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immigrants to natives is 0.08, 0.15, and 0.07, respectively, according to EU-SILC and 0.16, 0.09, 0.15 according
to the EULFS. Belgium is the country with the highest mean immigrants/natives ratio, at over 0.3, while Finland is
the country with the least immigrant concentration, at about 0.3. Columns 3 and 4 report the mean of the ratios of
natives with high education to natives with low education (column 3) and the mean of the ratios of natives with in-
termediate education to natives with low education (column 4), while column 5 reports the mean native age. These
values reflect the distribution of educational qualifications and the mean age observed in Table 5.1. In column 6 |
have reported the mean of the regional log native population, which is obviously bigger for those countries, like
the UK, where the unit of observation is the whole country.

In Table 5.3 | report means and standard deviations across years, by country, of the five indicators of income
inequality, based on either gross (odd columns) or net (even columns) income, or on both for countries where both
are available: the log of the 90" /10" income percentile ratio (columns 1 and 2), the log of the 90th /50th income
percentile ratio (columns 3 and 4), the log of the 50th /10th income percentile ratio (columns 5 and 6), the log of
the 75th /25th income percentile ratio (columns 7 and 8), and the Gini index (columns 9 and 10)4.

Table 5.3 — Means and standard deviations of inequality indices

90/10 90/50 50/10 75/25 GiNi
Country GRoss Ner Gross Ner Gross Ner Gross Ner Gross Ner
Austria mean 1.81 1.58 0.67 0.56 1.14 1.02 0.80 0.67 0.34 0.30
sd 0.13 0.13 0.04 0.03 0.10 0.12 0.07 0.06 0.02 0.02
Belgium mean 1.30 1.10 0.54 0.45 0.76 0.65 0.56 0.46 0.30 0.27
sd 0.14 0.12 0.03 0.02 0.14 0.11 0.03 0.02 0.04 0.04
Germany mean 2.40 . 0.61 . 1.79 . 1.13 . 0.37
sd 0.10 . 0.04 . 0.09 . 0.08 . 0.01
Denmark mean 1.24 . 0.46 . 0.78 . 0.48 . 0.26
sd 0.04 . 0.02 . 0.05 . 0.01 . 0.00 .
Spain mean 1.57 1.45 0.66 0.61 0.90 0.84 0.71 0.63 0.31 0.29
sd 0.18 0.17 0.08 0.07 0.15 0.14 0.08 0.08 0.03 0.02
Finland mean 1.48 . 0.54 . 0.93 . 0.57 . 0.29
sd 0.08 . 0.05 . 0.07 . 0.05 . 0.02 .
France mean 1.47 1.47 0.60 0.58 0.87 0.88 0.58 0.60 0.30 0.30
sd 0.20 0.19 0.08 0.07 0.19 0.19 0.08 0.07 0.04 0.04
Greece mean 1.67 1.45 0.74 0.55 0.93 0.90 0.86 0.73 0.35 0.30
sd 0.12 0.11 0.03 0.02 0.12 0.12 0.09 0.10 0.01 0.01
Ireland mean 2.12 1.83 0.84 0.67 1.28 1.16 1.04 0.87 0.40 0.34
sd 0.08 0.07 0.03 0.02 0.04 0.05 0.05 0.05 0.01 0.01
Italy mean 1.40 1.2 0.59 0.51 0.81 0.7 0.62 0.53 0.30 0.26
sd 0.13 0.16 0.04 0.03 0.13 0.15 0.08 0.06 0.02 0.02
Netherlands mean 1.83 . 0.65 . 1.18 . 0.84 . 0.35
sd 0.02 . 0.02 . 0.00 . 0.03 . 0.00
Norway mean 1.54 . 0.53 . 1.00 . 0.64 . 0.31
4 I report all inequality indices, for each region and year, in the Data Appendix.
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sd 0.03 . 0.01 . 0.02 . 0.01 . 0.01 .
Portugal mean 1.67 1.48 1.02 0.90 0.65 0.58 0.84 0.73 0.41 0.37
sd 0.04 0.07 0.08 0.07 0.04 0.03 0.02 0.02 0.02 0.02
Sweden mean 1.61 1.46 0.51 0.42 1.10 1.03 0.60 0.56 0.30 0.27
sd 0.03 0.04 0.01 0.01 0.03 0.03 0.02 0.02 0.00 0.00
UK mean 1.88 1.62 0.79 0.69 1.08 0.93 0.88 0.74 0.39 0.34
sd 0.03 . 0.02 . 0.01 . 0.01 . 0.02 .
Total mean 1.56 1.43 0.62 0.58 0.94 0.85 0.67 0.62 0.31 0.29
sd 0.26 0.20 0.10 0.09 0.23 0.18 0.15 0.10 0.04 0.03

The table reports means and standard deviation across regions and years of all indicators of income inequality for
working age natives used in the regression analysis, by country. Columns 1 and 2 report the log ratio of the 90th
to the 10th native income percentile; columns 3 and 4 report the log ratio of the 90th to the 50th native income
percentile; columns 5 and 6 report the log ratio of the 50th to the 10th native income percentile; columns 7 and 8
report the log ratio of the 75th to the 25th native income percentile; columns 9 and 10 report the Gini index. Odd
columns are based on gross income and even columns are based on net income. \We define working age as 16 to 65.
Source: EU-SILC, 2004-2008.

Germany and Ireland are the countries with the highest mean 90/10 inequality, while Belgium and Denmark
are the countries with the lowest mean 90/10 ratio. In all countries, except for Portugal, the 90/50 ratio is lower
than the 50/10 ratio. Ireland and Portugal have the highest mean values of the Gini index, while Denmark and
Finland are the two countries with the lowest mean Gini indices. As expected, income dispersion is highest when
computed on gross rather than net income.

In Table Al in the Appendix | report mean values and standard deviations across all countries and years of the

annual changes in all variables used in the regressions.
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6. Results

6.1.  OLS Results

Table 6.1 reports estimates of the coefficient 3 in equation (1) where the dependent variable is, alternatively:
the log of the 90/10 percentile ratio (row 1), the log of the 90/50 percentile ratio (row 2), the log of the 50/10 per-
centile ratio (row 3), the log of the 75/25 percentile ratio (row 4), and the Gini index (row 5).

Table 6.1 —0LS Results, immigration from EU-SILC

e Vi V2 va Vi

90/10 -0.627***  -1.012*%* | -0.424** -0.314 -0.477** -0.599 -0.523***  -0.648*
(0.152) (0.384) (0.191) (0.318) (0.197) (0.363) (0.167) (0.339)

90/50 0.378*** 0.283* 0.352%**  034T** | 0341%*F  0314%%* | 0.414%+*  (.365%**
(0.062) (0.144) (0.053) (0.059) (0.055) (0.049) (0.061) (0.067)

50/10 -1.005%**  -1.295%** | -0.776***  -0.661** | -0.819***  -0.913** | -0.938***  -1.013*%**
(0.166) (0.313) (0.204) (0.295) (0.214) (0.348) (0.178) (0.307)

75/25 -0.065 -0.351* -0.007 -0.057 -0.037 -0.185* -0.019 -0.138
(0.069) (0.185) (0.063) (0.077) (0.069) (0.097) (0.077) (0.117)

Gini 0.144%** 0.228*** 0.148*** 0.199*** 0.167*** 0.188*** 0.140%** -0.088
(0.034) (0.060) (0.032) (0.041) (0.034) (0.048) (0.032) (0.062)

Year dummies Yes Yes Yes Yes Yes Yes Yes Yes

Other controls No Yes No Yes No Yes No Yes

N 182 182 213 213 248 248 248 248

The table reports the estimated coefficient on the change in regional immigrant-native ratio (measured from EU-
SILC) from separate regression of difference in regional log percentiles ratios or in the Gini index (specified in
the column 1) on changes in regional immigrant-native ratios, year dummies and, in some specifications, other
controls.V1-V4: different income definitions, see text for details.

Other controls: log number of native working age population, average age of native working age population, ratio
of high skilled natives to low skilled natives and of intermediate skilled natives to low skilled natives.

Standard errors in parenthesis are clustered at the regional level.

* denotes significance at 10% ** denotes significance at 5% *** denotes significance at 1%

As | explain in section 4.1.1, | have computed each of these inequality indicators using four different income
measures. The table reports results from all of these measures: in column V1 the indicator is based on gross income,
in column V2 the indicator is based on net income, while in column V3 (V4) the indicator is based on gross (net)
income for all countries except Spain, Greece, Italy and Portugal (Germany, Denmark, Finland, the Netherlands,
Norway, and the UK) where it is based on net (gross) income, due to data availability. For each version of the indi-

cator | report results from a specification without any control variables except for time dummies, and results from

a fuller specification where | additionally control for the following regional characteristics: log number of native
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residents, average age of natives, and ratio of high skilled and intermediate skilled natives to low skilled natives.
Note that | cannot control for country-year effects because for some countries I have only one observation per year.

Results are qualitatively consistent across specifications, although the size and statistical significance of the
estimated effects change slightly. The relative stability of results across specifications is remarkable because mov-
ing from V1 to V4 we change both the type of income on which the inequality index is based (gross or net) and the
countries and time periods analysed (see the discussion in section 4.1 and Table 4.1).

Table 6.1 indicates clearly a positive correlation between inflow of immigrants and the 90-50 income per-
centile differential: the estimated coefficient ranges between 0.283 and 0.414, depending on the specifications,
and it is always statistically significant at conventional significance levels. Regression results indicate instead a
negative correlation between immigration and the 50-10 income percentile differential, ranging between -0.661
and -1.295. These results indicate therefore that immigration is associated with an increase of inequality at the
top of the income distribution, and a decrease of inequality at the bottom. Because the decrease of inequality at
the bottom is in all specifications at least twice as high in magnitude as the increase at the top, the overall effect
on the 90-10 income percentile gap is negative, although the estimated coefficient is not statistically significant in
all estimates. Results of Table 6.1 do not indicate any statistically significant association between immigration and
the interquartile income differential: the estimated coefficient is negative but very small and imprecisely estimated
in all specifications, except for V1 and V3 where it is however only marginally significant. Finally, immigration is
associated with an increase in the Gini index: the estimated coefficient ranges between 0.140 and 0.228.

In terms of magnitude, my estimates imply that an increase in immigration of the size of 1% of the native
population is associated with a decrease in the 50/10 percentile ratio of between 0.6%, and 1.3% , an increase in
the 90/50 income percentile ratio of between 0.28% and 0.41%, and an increase in the Gini index of between 0.14
and 0.23 points.

As | explain in section 4.1.3, there is some concern about the extent to which EU-SILC provides a regionally
representative sample of immigrants. For this reason, in Table 6.2 I have replicated the estimates shown above us-

ing the EULFS as the source for measurement of immigration.
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Percentile Ratio Vi V2 V&

90/10 -1.033 -0.936* -0.69 -0.624 -0.944*  -0.908** | -1.029*  -0.982**
(0.657) (0.536) (0.529) (0.445) (0.512) (0.439) (0.569) (0.492)

90/50 -0.157 -0.181* -0.013 -0.01 -0.04 -0.039 -0.124 -0.127
(0.105) (0.094) (0.094) (0.093) (0.090) (0.093) (0.100) (0.100)

50/10 -0.875 -0.755 -0.678 -0.614 -0.904**  -0.869** | -0.906* -0.854*
(0.594) (0.490) (0.462) (0.383) (0.449) (0.378) (0.507) (0.432)

75/25 -0.185 -0.125 -0.107 -0.043 -0.236 -0.176 -0.178 -0.113
(0.226) (0.165) (0.180) (0.138) (0.188) (0.138) (0.211) (0.157)

Gini -0.075 -0.065 -0.064 -0.062 -0.079 -0.076 -0.088 -0.087
(0.066) (0.063) (0.069) (0.063) (0.058) (0.053) (0.062) (0.056)

Year dummies Yes Yes Yes Yes Yes Yes Yes Yes

Other controls No Yes No Yes No Yes No Yes

N 182 182 213 213 248 248 248 248

The table reports the estimated coefficient on the change in regional immigrant-native ratio (measured from the
EULFS) from separate regression of difference in regional log percentiles ratios or in the Gini index (specified in
the column 1) on changes in regional immigrant-native ratios, year dummies and, in some specifications, other
controls.V1-V4: different income definitions, see text for details.

Other controls: log number of native working age population, average age of native working age population, ratio
of high skilled natives to low skilled natives and of intermediate skilled natives to low skilled natives.

Standard errors in parenthesis are clustered at the regional level.

* denotes significance at 10% ** denotes significance at 5% *** denotes significance at 1%

Results using the EULFS show a humber of dissimilarities from those of table 6.1. Firstly, when the inequality
index is based on V1 and V2 (i.e. only on gross or only on net income) estimated coefficients are not significant
for any index in any specification (except for the 90/10 and 90/50 ratio in V1 with all controls). Second, even
when the index is based on V3 and V4, and therefore estimates are based on a higher number of observations,
the estimated coefficient on the 90/50 percentile ratio is estimated to be negative, but small and never statistically
significant. The estimates of the correlation between immigration and the 50/10 differential, based on V3 and
V4, are instead very similar to those of Table 6.1, ranging between -0.85 and -0.9. Since there is no association
between immigration and changes in inequality in the upper part of the distribution, the effect on the 50/10 ratio is
also reflected in estimated coefficients on the 90/10 percentiles of similar magnitude, ranging between -0.9 and -1.
Finally, the correlation between immigration and the Gini index becomes negative and not statistically significant
in all specifications.

Estimates in the tables above are based on different regional definitions, as explained in section 4.1.2: NUTS2

for Finland, France and Spain, NUTS1 for Austria, Belgium, Greece and Italy, six macro regions for Germany, and

country-level data for Denmark, Ireland, the Netherlands, Norway, Portugal, Sweden and the UK. In Tables 6.3
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and 6.4 | replicate the regressions of Tables 6.1 and 6.2, respectively, but I only use for estimation countries for

which I have regional identifiers. Results are very similar to those with the full sample.

Table 6.3 —OLS Results, immigration from EU-SILC, only countries with multiple regions

PerceNTILE Rario Vi V2 V3

90/10 -0.638***  -1.065*** | -0.459** -0.349 -0.491** -0.619* -0.542**%*  -0.689**
(0.155) (0.381) 0.177) (0313) (0.197) (0.366) (0.165) (0.340)

90/50 0.398*** 0.296* 0.363*** 0.355%** 0.360%** 0.334%** 0.432%** 0.374***
(0.056) (0.159) (0.052) (0.064) (0.050) (0.059) (0.060) (0.078)

50/10 -1.036%**  -1361*** | -0.821***  -0.704** | -0.850***  -0.954*** | -0.974***  -1,063***
(0.159) (0.308) (0.183) (0.288) (0.202) (0.345) (0.166) (0.302)

75/25 -0.071 -0.390** -0.019 -0.07 -0.042 -0.198** -0.027 -0.166
(0.070) (0.177) (0.065) (0.075) (0.071) (0.097) (0.076) (0.110)

Gini 0.147*** 0.229*** 0.148%** 0.199*** 0.166*** 0.197%** 0.145%** 0.172%**
(0.033) (0.057) (0.033) (0.041) (0.033) (0.046) (0.033) (0.041)

Year dummies Yes Yes Yes Yes Yes Yes Yes Yes

Other controls No Yes No Yes No Yes No Yes

N 159 159 200 200 222 222 222 222

The table reports the estimated coefficient on the change in regional immigrant-native ratio (measured from EU-
SILC) from separate regression of difference in regional log percentiles ratios or in the Gini index (specified in
the column 1) on changes in regional immigrant-native ratios, year dummies and, in some specifications, other
controls.V1-V4: different income definitions, see text for details.

Other controls: log number of native working age population, average age of native working age population, ratio
of high skilled natives to low skilled natives and of intermediate skilled natives to low skilled natives.

Regressions include only countries where regional identifiers are available.

Standard errors in parenthesis are clustered at the regional level.

* denotes significance at 10% ** denotes significance at 5% *** denotes significance at 1%

Table 6.4 - OLS Results, immigration from EULFS, only countries with multiple regions

PERCENTILE RaTI0 Al V2 V3

90/10 -1.208 -1.075 -0.788 -0.697 -1.091* -1.034* -1.161* -1.098*
(0.794) (0.676) (0.623) (0.532) (0.603) (0.528) (0.675) (0.598)

90/50 -0.167 -0.208* -0.01 -0.008 -0.039 -0.036 -0.125 -0.134
(0.134) (0.119) (0.114) (0.115) 0.111) (0.115) (0.124) (0.123)

50/10 -1.041 -0.866 -0.778 -0.689 -1.053*%*  -0.998** -1.036* -0.964*
0.712) (0.624) (0.540) (0.457) (0.522) (0.450) (0.595) (0.523)

75/25 -0.208 -0.113 -0.103 -0.012 -0.268 -0.18 -0.185 -0.096
(0.287) (0.220) (0.219) (0.165) (0.231) (0.174) (0.260) (0.200)

Gini -0.087 -0.075 -0.073 -0.07M -0.088 -0.085 -0.099 -0.097
(0.081) (0.078) (0.082) (0.076) (0.070) (0.062) (0.075) (0.067)

Year dummies Yes Yes Yes Yes Yes Yes Yes Yes

Other controls No Yes No Yes No Yes No Yes

N 159 159 200 200 222 222 222 222

The table reports the estimated coefficient on the change in regional immigrant-native ratio (measured from the
EULFS) from separate regression of difference in regional log percentiles ratios or in the Gini index (specified in
the column 1) on changes in regional immigrant-native ratios, year dummies and, in some specifications, other
controls.V1-V4: different income definitions, see text for details.

Other controls: log number of native working age population, average age of native working age population, ratio
of high skilled natives to low skilled natives and of intermediate skilled natives to low skilled natives.

Regressions include only countries where regional identifiers are available.

Standard errors in parenthesis are clustered at the regional level.

* denotes significance at 10% ** denotes significance at 5% *** denotes significance at 1%
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6.2. IV Results

Results presented in section 6.1 indicate that immigration is robustly associated with a reduction in inequal-
ity at the bottom of the income distribution, while evidence about association with inequality at the top is mixed.
However, results from tables 6.1-6.4 can be given a causal interpretation only under the (very strong) assumption
that immigrants’ location choices are not correlated with the regional income inequality dynamics. In order to as-
sess the causal effect of immigration on income inequality we have to rely on IV estimates.

As explained in section 3, | follow most of the literature and build an 1V variable based on location choices of
immigrants in the past. In particular, | use as an instrument the regional 2001 immigrants-natives ratio, from the
EULFS, interacted with year dummies. Since | do not have regional information on immigration in 2001 from the
EULFS for Germany and Italy, 1V results are based on a smaller number of observations. Results are reported in
Table 6.5, where | measure immigration from EU-SILC, and in Table 6.6, where | measure immigration from the
EULFS. At the bottom of each table | report the F-statistics for significance of excluded instruments in the first
stage regressions.

Table 6.5— IV Results, immigration from EU-SILC

PercenTILE RaTio Vi V2 V3 Vi

90/10 -1.136 -1.151 -0.105 -0.114 0.207 0.226 -0.998 -0.953
(1.617) (1.931) (1.616) (2.147) (1.606) (1.972) (1.561) (1.780)

90/50 0.421 0.179 0.302 0.377 0.309 0.302 0.548 0.482
(0.671) (0.943) (0.534) (0.745) (0.505) (0.649) (0.650) (0.846)

50/10 -1.557 -1.329 -0.407 -0.491 -0.102 -0.077 -1.545 -1.434
(1.620) (1.719) (1.430) (1.742) (1.443) (1.654) (1.506) (1.590)

75/25 0.198 0.26 -0.292 -0.459 -0.274 -0.258 0.19 0.429
(0.486) (0.515) (0.467) (0.554) (0.480) (0.495) (0.504) (0.597)

Gini 0.462 0.545 0.48 0.56 0.502 0.627 0.499 0.549
(0.536) (0.654) (0.512) (0.654) (0.505) (0.643) (0.500) (0.593)

F-statistics for sig-

nificance of excluded 15.83 2.72 15.83 2.12 15.83 2.12 15.83 2.712

instruments

Year dummies Yes Yes Yes Yes Yes Yes Yes Yes

Other controls No Yes No Yes No Yes No Yes

N 1M 1M 193 193 222 222 222 222

The table reports the estimated IV coefficient on the change in regional immigrant-native ratio (measured from
EU-SILC) from separate regression of difference in regional log percentiles ratios or in the Gini index (specified
in the column 1) on changes in regional immigrant-native ratios, year dummies and, in some specifications, other
controls.V1-V4: different income definitions, see text for details.

IV: regional immigrants/natives ratio in 2001(from the EULFS) interacted with year dummies.

Other controls: log number of native working age population, average age of native working age population, ratio
of high skilled natives to low skilled natives and of intermediate skilled natives to low skilled natives.

Standard errors in parenthesis are clustered at the regional level.

* denotes significance at 10% ** denotes significance at 5% *** denotes significance at 1%
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In Table 6.5 the first-stage F-statistics is 15.8 in the basic specification without controls, but it drops to 2.72
when | include controls for natives’ age, education and population size. The large difference between the first stage
statistics in the basic and the augmented specification indicates that it is important to control for these additional
variables. The F-statistics for the complete specification is well below the conventional rule of thumb of 10 sug-
gested by Staiger and Stock (1997) and indicates that my instruments are weak.

1V estimates display no significant coefficient, which might be at least partly due to the weakness of the instru-
ments. Point estimates are however in line with the OLS estimates. The exceptions are the estimates of the coef-
ficient for the interquartile income gap, which is estimated to be positive when income is measured with V1 or V4.
Standard errors are however very large and the coefficients are far from being significant at conventional levels.

Measuring immigration from the EULFS (Table 6.6) leads to results that are very similar to those of Table 6.5.

Table 6.6 — IV Results, immigration from EULFS

PercenTILE RaTio Al V2 V3 V4

90/10 -1.365 -0.991 -0.726 0.032 -0.796 -0.427 -1.183 -0.857
(0.979) (1.641) (1.069) (2.093) (1.035) (1.595) (1.159) (1.783)

90/50 0.108 -0.047 0.038 -0.067 -0.053 -0.192 0.32 0.184
(0.331) (0.393) (0.300) (0.422) (0.250) (0.299) (0.490) (0.568)

50/10 -1.473* -0.944 -0.765 0.099 -0.743 -0.235 -1.503* -1.041
(0.772) (1.389) (0.875) (1.809) (0.896) (1.430) (0.785) (1.324)

75/25 0.105 0.503 -0.203 0.174 -0.26 0.032 0.162 0.616
(0.288) (0.621) (0.333) (0.406) (0.361) (0.357) (0.313) (0.610)

Gini 0.076 0.15 0.095 0.181 0.083 0.147 0.071 0.101
(0.111) (0.198) (0.097) (0.229) (0.140) (0.224) (0.093) (0.164)

F-statistics for sig-

nificance of excluded 6.43 2.50 6.43 2.50 6.43 2.50 6.43 2.50

instruments

Year dummies Yes Yes Yes Yes Yes Yes Yes Yes

Other controls No Yes No Yes No Yes No Yes

N 1M 17 193 193 222 222 222 222

The table reports the estimated IV coefficient on the change in regional immigrant-native ratio (measured from
EULFS) from separate regression of difference in regional log percentiles ratios or in the Gini index (specified in
the column 1) on changes in regional immigrant-native ratios, year dummies and, in some specifications, other
controls.V1-V4: different income definitions, see text for details.

IV: regional immigrants/natives ratio in 2001(from the EULFS) interacted with year dummies.

Other controls: log number of native working age population, average age of native working age population, ratio
of high skilled natives to low skilled natives and of intermediate skilled natives to low skilled natives.

Standard errors in parenthesis are clustered at the regional level.

* denotes significance at 10% ** denotes significance at 5% *** denotes significance at 1%

Overall, IV estimates do not indicate any effect of immigration on income inequality. However, the instru-

ments are weak, and estimates are therefore imprecise.
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7.  Discussion and conclusions

Rising immigration in Europe is causing concerns about its potential negative effects on the welfare of resi-
dents. This paper provides a first analysis of the link between immigration and income inequality for all Western
European countries. The analysis builds on a standard methodology used in studies on the labour market impact
of immigration, and provides estimates of the correlation between immigration and changes in native income in-
equality at different points of the income distribution.

I show that immigration is correlated with a decrease in individual income inequality, especially at the bottom
of the distribution. My estimates imply that an increase in immigration of the size of 1% of the native population is
associated with a decrease of about 0.85% in the ratio of the median to the 10" percentile of the individual income
distribution. This finding is robust across a variety of definitions of income and of immigration data sources. Re-
sults at other points of the distribution or with other indicators of inequality are less robust, and depend on the data
sources and variable considered. | have also tried to estimate the causal effect of immigration on inequality, using
an 1V strategy that is common to most studies on the economic impact of immigration. However, my IV estimates
do not indicate any significant effect of immigration on inequality, though this is possibly due to the weakness of
the instrumental variables.

As | discuss above, a European-wide analysis of the interaction between immigration and inequality is difficult
because of several data limitations, and problematic because of a key conceptual issue.

As regards data, my analysis is based on all available years (2004/2008) of EU-SILC, which is the EU refer-
ence source for indicators of poverty and social inclusion. However, the cross sectional EU-wide current version
of the dataset does not always provide comparable variables across countries. First, regional indicators are not
consistently available across countries, so that the analysis has to rely on different levels of regional detail for dif-
ferent countries. Second, gross income is not available in all countries and years, and neither is net income, so that
I am not able to construct comparable indicators of inequality based on the same income definition for all regional
units. Third, measurement of regional immigrant concentration from EU-SILC is problematic. | partly correct for
this by checking the robustness of my results when using EULFS to measure regional immigrant density. Results
are not entirely robust to the change in the migration data source. Finally, | am not able to find a strong instrumental
variable for the regional immigrant inflows. I follow most of the earlier literature and build an IV which is based
on location choices of immigrants in the past. However, these appear to be only weakly correlated with the current

regional distribution of immigrant inflows. One reason for this might be that as immigration to most European
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countries is relatively recent, there are no strong migrant networks; or even if such networks do operate, the data
that are currently available do not allow measurement of past immigration at the local level precisely enough to ex-
ploit them to construct my instrumental variables. As a result, while OLS estimates indicate a negative correlation
between the inflow of immigrants and growth of inequality, in particular at the bottom of the income distribution,
IV estimates turn out to be never statistically significant. | am therefore not able to give any causal interpretation
to my estimates.

Conceptually, my estimates should provide the average effect of immigration on inequality across Europe.
However, as | discuss in section 2 based on results from previous studies and on theoretical considerations, the ef-
fect of immigration on inequality will depend crucially on the skill composition of immigrants and, especially, on
the type of occupations they take up in the host country labour markets. | show in section 5 that the educational and
occupational distribution of natives changes substantially across countries. It is therefore reasonable to expect that
immigration will have different, and possibly opposing, effects in different countries. For instance, in countries like
Ireland, where immigrants are substantially more skilled than natives, immigration is likely to decrease inequality,
as it will likely depress wages at the upper end of the income distribution. In contrast, immigration might increase
inequality in countries like Austria or Germany, where immigrants are substantially less skilled than natives, both
in terms of their educational qualifications and occupational distribution. Estimates of a Europe-wide single coef-
ficient might therefore mix up different effects across countries. Unfortunately, the limited amount of data point
available does not allow an analysis that distinguishes between countries with different types of immigration.

My analysis does not show any evidence of a causal link between immigration and inequality in Europe. As
I explain, this might be due to data limitations that | cannot currently overcome. However, many country-specific
studies have showed how the effects of immigration on income tend to be modest in magnitude, even when they
are statistically significant. A main obstacle to European comparative research is the scarcity of adequate compa-
rable microdata, as | have highlighted in this paper. In particular, the growing integration and interdependence of
European migration policies, and the increasing importance of immigration as a key European policy issue calls
for better data sources on size, composition, and characteristics of the foreign born population across countries.
Availability of good data on immigration and of comparable information on income will allow more precise as-

sessment of the effect of immigration on inequality in Europe.
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Appendix

Table A1 — Mean and standard deviation of variables

Mean STANDARD DEVIATION
1 Immigrants/natives (EU-SILC) 0.30% 3.49%
2 Immigrants/natives (EULFS) 0.95% 3.85%
3 High education/Low education 3.95% 30.51%
4 Intermediate education/Low education 2.83% 47.25%
5 Average native age 6.89% 64.70%
6 Log natives 1.99% 8.55%
7 V3: log 90/10 percentile ratio 1.44% 17.68%
8 V4:log 90/10 percentile ratio 3.22% 17.56%
9 V3: log 90/50 percentile ratio -0.14% 5.51%
10 V4: log 90/50 percentile ratio 1.00% 1.19%
" V3: log 50/10 percentile ratio 1.58% 16.29%
12 Vé: log 50/10 percentile ratio 2.22% 15.46%
13 V3: log 75/25 percentile ratio 0.92% 8.17%
14 V4: log 75/25 percentile ratio 2.00% 8.77%
15 V3: Gini index -0.02% 2.68%
16 V4: Gini index 0.37% 2.81%

The table reports mean and standard deviations of all variables used in the regressions. Row 1(2) reports the
immigrants/ natives ratio from EU-SILC (EULFS); row 3(4) reports the ratio of natives with high (intermediate)
education to natives with low education; row 5 reports the average native age; column 6 the log native popula-
tion; rows 7 to 16 report V3 and V4 versions of the five indicators of native income inequality. See text for details.
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Data Appendix — Regional Inequality Indices

GROSS INCOME NET INCOME
YEAR  REGION LOG LOG LOG LOG GINI L0G LOG LOG LOG GINI
90/10 90/50 50/10 75/25 90/10 90/50 50/10 75/25
2004 AT1 1.722 0.665 1.057 0.730 0.328 1.532 0.560 0.972 0.620 0.291
2005 AT1 1.697 0.625 1.073 0.710 0.333 1.469 0.524 0.944 0.610 0.298
2006 AT1 2.080 0.694 1.386 0.798 0.358 1.861 0.560 1.301 0.651 0.319
2007 AT1 1.809 0.711 1.099 0.840 0.354 1.580 0.595 0.984 0.735 0.314
2008 AT1 1.775 0.711 1.064 0.811 0.350 1.560 0.593 0.967 0.649 0.305
2004 AT2 1.792 0.606 1.185 0.774 0.338 1.624 0.526 1.098 0.641 0.303
< 2005 AT2 1.616 0.633 0.983 0.670 0.302 1.368 0.531 0.838 0.583 0.266
g 2006 AT2 1.700 0.625 1.076 0.814 0.320 1.484 0.558 0.925 0.631 0.281
3 2007 AT2 1.874 0.680 1.194 0.875 0.346 1.612 0.558 1.054 0.698 0.303
2008 AT2 1.743 0.634 1.109 0.766 0.327 1.495 0.539 0.956 0.642 0.291
2004 AT3 1.802 0.662 1.140 0.828 0.336 1.608 0.568 1.040 0.706 0.300
2005 AT3 1.746 0.663 1.084 0.761 0.336 1.512 0.543 0.968 0.644 0.300
2006 AT3 1.797 0.637 1.159 0.772 0.336 1.576 0.530 1.046 0.639 0.298
2007 AT3 1.946 0.713 1.233 0.908 0.374 1.7117 0.583 1.135 0.761 0.334
2008 AT3 1.891 0.700 1.191 0.885 0.382 1.672 0.609 1.063 0.738 0.340
2004 BE1 1.468 0.652 0.816 0.626 0.359 1.113 0.529 0.583 0.513 0.335
2005 BE1 1.079 0.576 0.503 0.528 0.318 0.861 0.442 0.419 0.431 0.293
2006 BE1 1.252 0.612 0.640 0.541 0.403 1.143 0.509 0.634 0.422 0.370
2007 BE1 1.629 0.556 1.073 0.587 0.347 1.351 0.484 0.867 0.480 0.314
2008 BE1 1.344 0.502 0.841 0.616 0.321 1.083 0.434 0.650 0.496 0.300
2004 BE2 1.294 0.551 0.743 0.583 0.281 1.110 0.448 0.661 0.483 0.243
= 2005 BE2 1.237 0.518 0.718 0.550 0.267 1.041 0.428 0.613 0.452 0.230
% 2006 BE2 1.221 0.547 0.674 0.549 0.269 1.029 0.455 0.574 0.445 0.228
= 2007 BE2 1.325 0.517 0.808 0.576 0.279 1.084 0.441 0.643 0.453 0.238
2008 BE2 1.338 0.490 0.848 0.562 0.275 1.112 0.418 0.694 0.452 0.240
2004 BE3 1.217 0.535 0.682 0.554 0.268 1.038 0.438 0.600 0.471 0.234
2005 BE3 1.237 0.544 0.693 0.541 0.261 1.036 0.443 0.594 0.459 0.231
2006 BE3 1.212 0.511 0.701 0.536 0.270 1.057 0.437 0.621 0.448 0.235
2007 BE3 1.329 0.540 0.789 0.552 0.284 1.179 0.439 0.741 0.459 0.248
2008 BE3 1.432 0.541 0.890 0.577 0.293 1.179 0.447 0.732 0.489 0.259
2005 DE1 1.997 0.570 1.427 0.934 0.340 1.869 0.589 1.280 0.929 0.331
2006 DE1 2.464 0.667 1.797 1.243 0.384
2005 DE2 1.936 0.593 1.342 0.818 0.334 1.809 0.591 1.218 0.803 0.322
2006 DE2 2.554 0.621 1.934 1.186 0.388
2005 DEA 2.023 0.533 1.490 0.873 0.332 1.892 0.558 1334 0.842 0.327
% 2006 DEA 2.357 0.564 1.793 1.125 0.364
,;E_, 2005 DECE 2.098 0.558 1.541 0.871 0.337 1.901 0.563 1.338 0.838 0.324
“ 2006 DECE 2.270 0.601 1.669 1.058 0.364
2005 DENE 1.869 0.602 1.267 0.790 0.323 1.624 0.534 1.090 0.696 0.302
2006 DENE 2.369 0.637 1.731 1.019 0.373
2005 DENW 1.958 0.520 1.438 0.821 0.318 1.886 0.531 1.355 0.848 0.315
2006 DENW 2.416 0.595 1.821 1173 0371

Page « 38




Immigration and inequality in Europe

DENMARK

SPAIN

2004
2005
2006
2007
2008
2004
2005
2006
2007
2008
2004
2005
2006
2007
2008
2004
2005
2006
2007
2008
2004
2005
2006
2007
2008
2004
2005
2006
2007
2008
2004
2005
2006
2007
2008
2004
2005
2006
2007
2008
2004
2005
2006
2007
2008
2004
2005

DKO

DKO

DKO

DKO

DKO

EST1

EST1

EST1

EST1

EST1

ES12
ES12
ES12
ES12
ES12
ES13
ES13
ES13
ES13
ES13
ES21

ES21

ES21

ES21

ES21
ES22
S22
S22
S22
S22
ES23
ES23
ES23
ES23
ES23
ES24
ES24
ES24
ES24
ES24
ES30
ES30
ES30
ES30
ES30
ES41
ES41

1.203
1.271
1.254
1.189
1.224

1.565
1.604
1.555

1.384
1.749
1.618

1.698
1.804
1.513

1.532
1.602
1.499

1.719
1.719
1.563

1.326
1.290
1.239

1.504
1.617
1.513

1.570
1.638
1.517

0.475
0.450
0.451
0.452
0.484

0.706
0.820
0.632

0.589
0.724
0.693

0.727
0.696
0.666

0.600
0.691
0.656

0.588
0.568
0.633

0.464
0.517
0.543

0.619
0.701
0.632

0.773
0.766
0.660

0.728
0.827
0.803
0.737
0.740

0.859
0.784
0.923

0.795
1.025
0.925

0.970
1.108
0.847

0.932
0.912
0.843

1.131
1.151
0.931

0.862
0.773
0.696

0.884
0.916
0.881

0.797
0.872
0.857

0.473
0.468
0.471
0.479
0.489

0.691
0.760
0.654

0.706
0.719
0.774

0.907
0.903
0.825

0.712
0.760
0.716

0.768
0.778
0.738

0.633
0.580
0.625

0.714
0.719
0.708

0.779
0.730
0.701

0.254
0.257
0.255
0.252
0.260

0.324
0.334
0.312

0.322
0.325
0.319

0.368
0.342
0.329

0.301
0.322
0.308

0.328
0.324
0.305

0.269
0.269
0.269

0.291
0.311
0.293

0.337
0.335
0.329

1.699
1.674
1.468
1.455
1.460
1.571
137
1.246
1.655
1.475
1.528
1.457
1.620
1.691
1.304
1.384
1.372
1.406
1.430
1.348
1.329
1.386
1.569
1.563
1.445
1.428
1.204
1.266
1121
1.108
151
1311
1.435
1.468
1.386
1.408
1.467
1.376
1.452
1.336
1.496
1.601

0.654
0.633
0.669
0.734
0.629
0.622
0.557
0.573
0.642
0.629
0.676
0.589
0.773
0.693
0.611
0.514
0.539
0.535
0.631
0.581
0.566
0.511
0.539
0.541
0.547
0.511
0.480
0.4217
0.452
0.487
0.594
0.501
0.588
0.599
0.598
0.664
0.673
0.693
0.667
0.619
0.582
0.661

1.045
1.041
0.799
0.721
0.832
0.956
0.813
0.672
1.013
0.846
0.852
0.868
0.847
0.998
0.693
0.870
0.833
0.871
0.799
0.767
0.763
0.875
1.030
1.022
0.898
0.917
0.724
0.839
0.669
0.621
0.917
0.811
0.847
0.870
0.788
0.743
0.794
0.683
0.785
0.717
0914
0.940

0.665
0.643
0.582
0.659
0.551
0.676
0.666
0.602
0.606
0.663
0.598
0.693
0.783
0.774
0.721
0.583
0.560
0.610
0.661
0.655
0.570
0.624
0.707
0.737
0.660
0.537
0.523
0.539
0.500
0.560
0.693
0.570
0.632
0.635
0.643
0.687
0.684
0.665
0.648
0.628
0.643
0.693

0.304
0.300
0.295
0.305
0.288
0.326
0.297
0.283
0.300
0.289
0.309
0.296
0.339
0.313
0.298
0.271
0.263
0.272
0.294
0.278
0.271
0.288
0.305
0.301
0.282
0.286
0.254
0.247
0.246
0.242
0.292
0.263
0.273
0.287
0.272
0.315
0.309
0.307
0.308
0.303
0.289
0.311
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1.461
1.615
1.204
1.915
1.180

0.588
0.631
0.701
0.509
0.605
0.622
0.525
0.588
0.731
0.694
0.648
0.717
0.664
0.654
0.589
0.600
0.624
0.609
0.551
0.606
0.636
0.639
0.621
0.706
0.619
0.642
0.685
0.667
0.643
0.637
0.634
0.662
0.648
0.550
0.521
0.511
0.574
0.539
0.734
0.687
0.679
0.573
0.501
0.639
0.606
0.679
0.579

0.833
0.865
0.978
0.918
0.753
0.832
0.887
0.768
0.984
1.252
0.990
1.180
1.178
0.916
0.744
0.707
0.821
0.764
0.862
0.849
0.742
0.796
0.847
0.788
0.837
0.830
0.742
0.719
1.060
1.013
0.916
1.061
0.912
1.031
0.863
0.742
0.803
0.665
0.909
0.753
0.426
0.680
0.960
0.977
0.598
1.236
0.601

0.637
0.641
0.749
0.503
0.558
0.571
0.574
0.489
0.627
0916
0.792
0.709
0.693
0.687
0.618
0.616
0.629
0.560
0.633
0.596
0.577
0.619
0.654
0.664
0.651
0.688
0.564
0.587
0.731
0.718
0.672
0.656
0.651
0.693
0.637
0.490
0.540
0.474
0.931
0.620
0.668
0.602
0.539
0.760
0.590
0.766
0.574

0.289
0.296
0320
0.276
0.284
0.299
0.271
0.267
0316
0.362
0315
0.331
0.326
0.321
0.294
0.283
0.293
0.274
0.283
0.278
0.278
0.284
0.292
0.307
0.302
0.299
0.280
0.275
0321
0315
0.299
0313
0.305
0.297
0.2717
0.239
0.269
0.257
0332
0.293
0.250
0.245
0.286
0.301
0.268
0326
0.280
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FINLAND

FRANCE

2005
2006
2007
2008
2004
2005
2006
2007
2008
2004
2005
2006
2007
2008
2004
2005
2006
2007
2008
2004
2005
2006
2007
2008
2004
2005
2006
2007
2004
2005
2006
2007
2004
2005
2006
2007
2004
2005
2006
2007
2004
2005
2006
2007
2004
2005
2006

EST0
EST70
ES70
ES70
FI13
FI13
FI13
FI13
FI13
FI18
FI18
FI18
FI18
FI18
FI19
FI19
FI19
FI19
FI19
FITA
FITA
FITA
FITA
FITA
FR10
FR10
FR10
FR10
FR21
FR21
FR21
FR21
FR22
FR22
FR22
FR22
FR23
FR23
FR23
FR23
FR24
FR24
FR24
FR24
FR25
FR25
FR25

1.618
1.715
1.593
1.422
1.397
1.314
1.405
1.376
1317
1.468
1514
1.462
1.573
1322
1.525
1.448
1.533
1.556
1.455
1.517
1.532
1.608
1.426
1.378
1.572
1.443
1.602
1.281
1.465
1.393
1.592
1.528
1.473
1.603
1.529
1.432
1.71
1.459
1.545
1.242
1.412
1.287
1.372
1.727
1121
1.300

0.767
0.734
0.795
0.491
0.472
0.448
0.469
0.519
0.572
0.591
0.618
0.602
0.608
0.519
0.535
0.562
0.563
0.550
0.517
0.519
0.535
0.544
0.563
0.706
0.719
0.664
0.700
0.493
0.580
0.690
0.512
0.683
0.697
0.597
0.489
0.690
0.708
0.598
0.676
0.537
0.539
0.577
0.610
0.679
0.370
0.555

0.851
0.981
0.798
0.932
0.925
0.866
0.937
0.857
0.744
0.876
0.896
0.860
0.965
0.803
0.989
0.886
0.970
1.006
0.938
0.998
0.998
1.064
0.863
0.672
0.853
0.778
0.902
0.788
0.885
0.703
1.081
0.845
0.775
1.005
1.040
0.741
1.003
0.861
0.869
0.706
0.873
0.710
0.762
1.048
0.751
0.744

0.635
0.773
0.696
0.552
0.473
0.550
0.555
0.503
0.546
0.588
0.611
0.570
0.625
0.516
0.536
0.544
0.621
0.620
0.534
0.620
0.577
0.585
0.615
0.638
0.692
0.669
0.710
0.528
0.570
0.655
0.717
0.563
0.590
0.570
0.718
0.629
0.578
0.533
0.631
0.578
0.537
0.496
0.517
0.599
0.436
0.533

0.316
0.324
0328
0.282
0.266
0.265
0.265
0.271
0.284
0.301
0.319
0313
0.312
0.268
0.278
0.278
0.295
0.296
0.269
0.276
0.290
0.287
0.289
0.319
0.338
0.326
0.342
0.286
0.301
0.448
0.336
0.294
0.295
0.284
0.288
0.421
0329
0.374
0327
0.294
0.288
0.291
0.289
0322
0.265
0.288

1.424
1.522
1.605
1.447

1.389
1.545
1421
1.594
1.344
1.451
1.443
1.578
1.538
1.433
1.551
1.512
1.376
1.685
1.454
1.510
1.273
1.438
1.295
1.369
1.726
1.186
1.227

0.698
0.706
0.644
0.705

0.698
0.674
0.633
0.679
0.562
0.551
0.713
0.498
0.686
0.641
0.568
0.502
0.679
0.681
0.593
0.618
0.540
0.551
0.560
0.589
0.708
0.435
0.516

0.726
0.816
0.961
0.742

0.691
0.871
0.788
0.915
0.782
0.900
0.730
1.081
0.852
0.792
0.983
1.010
0.697
1.004
0.861
0.892
0.733
0.886
0.735
0.780
1.018
0.751
0.711

0.614
0.539
0.648
0.648

0.650
0.651
0.631
0.660
0.571
0.576
0.692
0.722
0.599
0.599
0.562
0.712
0.628
0.590
0.542
0.630
0.568
0.549
0.482
0.528
0.641
0.462
0.549

0.303
0.296
0.301
0.300

0.320
0.334
0.323
0.337
0.288
0.297
0.458
0.336
0.297
0.292
0.279
0.284
0.432
0328
0.383
0.326
0.297
0.288
0.290
0.289
0.326
0.265
0.285
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2007
2004
2005
2006
2007
2004
2005
2006
2007
2004
2005
2006
2007
2004
2005
2006
2007
2004
2005
2006
2007
2004
2005
2006
2007
2004
2005
2006
2007
2004
2005
2006
2007
2004
2005
2006
2007
2004
2005
2006
2007
2004
2005
2006
2007
2004
2005

FR25
FR26
FR26
FR26
FR26
FR30
FR30
FR30
FR30
FR&1
FR&1
FR&1
FR&1
FR&2
FR&2
FR&2
FR&42
FR&43
FR&43
FR&43
FR&3
FR51
FR51
FR51
FR51
FR52
FR52
FR52
FR52
FR53
FR53
FR53
FR53
FR61
FR61
FR61
FR61
FR62
FR62
FR62
FR62
FR63
FR63
FR63
FR63
FRT1
FRT1

1.313
1.550
1.464
1.464
1.318
1.524
1.596
171
1.565
1.411
1.575
1.339
1.548
1.488
1.528
1.483
1.391
1.406
1.433
1.550
2.044
137
1.379
1.353
1.539
1.403
1.493
1.718
1.425
1.518
1514
1.412
1.202
1.488
1.652
1.749
1.584
1.366
1.464
1.580
1.434
1.541
1.484
1.417
1.327
1.502
1.539

0.592
0.594
0.595
0.631
0.589
0.543
0.620
0.617
0.630
0.465
0.558
0.500
0.505
0.573
0.629
0.599
0.678
0.542
0.576
0.548
0.609
0.615
0.584
0.576
0.569
0.593
0.587
0.592
0.641
0.522
0.616
0.631
0.538
0.564
0.628
0.642
0.628
0.659
0.693
0.731
0.808
0.540
0.411
0.398
0.443
0.606
0.671

0.721
0.956
0.869
0.833
0.729
0.981
0.975
1.094
0.935
0.946
1.017
0.839
1.043
0.915
0.899
0.884
0.712
0.865
0.857
1.002
1.435
0.756
0.795
0.777
0.970
0.810
0.906
1.126
0.783
0.997
0.898
0.781
0.664
0.924
1.024
1.108
0.955
0.708
0.771
0.848
0.626
1.001
1.073
1.019
0.885
0.896
0.868

0.590
0.590
0.588
0.497
0.535
0.560
0.577
0.588
0.639
0.590
0.601
0.571
0.636
0.588
0.642
0.627
0.586
0.526
0.531
0.434
0.753
0.525
0.524
0.483
0.520
0.658
0.654
0.560
0.557
0.565
0.547
0.477
0.570
0.603
0.689
0.621
0.575
0.596
0.624
0.680
0.597
0.540
0.671
0.483
0.568
0.618
0.610

0.293
0.292
0.284
0.283
0.274
0.345
0.319
0.318
0.310
0.289
0.300
0.293
0.284
0.297
0.293
0.306
0.274
0.272
0.277
0.264
0.310
0.298
0.297
0.291
0.288
0.293
0.295
0.305
0.295
0.284
0.298
0.290
0.281
0.306
0.329
0.334
0.307
0.304
0.351
0.316
0.322
0.303
0.291
0.282
0.258
0.309
0.339

1.306
1.570
1.450
1.453
1.288
1.553
1.576
1.672
1.544
1.404
1.564
1.331
1.5217
1.504
1.482
1.447
1.347
1.462
1.440
1.489
2.025
1.405
1371
1.363
1.521
1.452
1.495
1.1
1.409
1.526
1.559
1.463
1.2217
1.522
1.642
1.749
1.569
1.386
1.447
1.604
1.421
1.599
1.561
1.473
1.344
1.515
1.489

0.561
0.581
0.574
0.612
0.605
0.564
0.577
0.580
0.599
0.453
0.530
0.468
0.525
0.568
0.585
0.556
0.616
0.572
0.573
0.477
0.558
0.629
0.555
0.575
0.540
0.639
0.586
0.569
0.613
0.584
0.663
0.630
0.535
0.578
0.624
0.640
0.611
0.618
0.645
0.760
0.779
0.592
0.488
0.458
0.426
0.608
0.628

0.745
0.989
0.876
0.841
0.682
0.989
0.999
1.092
0.945
0.951
1.034
0.862
1.002
0.935
0.897
0.890
0.730
0.890
0.866
1.012
1.467
0.776
0.817
0.788
0.980
0.813
0.909
1.142
0.797
0.942
0.896
0.833
0.693
0.943
1.018
1.110
0.958
0.768
0.803
0.844
0.643
1.007
1.072
1.015
0.919
0.908
0.861

0.589
0.635
0.597
0.493
0.562
0.569
0.601
0.605
0.641
0.583
0.621
0.596
0.613
0.618
0.666
0.628
0.586
0.565
0.540
0.456
0.753
0.543
0.522
0.489
0.522
0.699
0.672
0.569
0.548
0.585
0.554
0.503
0.583
0.606
0.655
0.650
0.614
0.633
0.637
0.689
0.628
0.600
0.639
0.526
0.568
0.622
0.640

0.290
0.295
0.279
0.278
0.27
0.352
0.318
0.317
0.308
0.291
0.297
0.289
0.280
0.299
0.286
0.299
0.267
0.275
0.273
0.259
0.307
0.303
0.298
0.290
0.287
0.297
0.295
0.306
0.293
0.289
0.299
0.291
0.283
0.310
0.328
0.333
0.306
0.307
0.351
0.314
0.320
0.312
0.292
0.282
0.257
0.311
0.337
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GREECE

IRELAND

ITALY

2006
2007
2004
2005
2006
2007
2004
2005
2006
2007
2004
2005
2006
2007
2004
2005
2006
2007
2004
2005
2006
2007
2008
2004
2005
2006
2007
2008
2004
2005
2006
2007
2008
2004
2005
2006
2007
2008

2004
2005
2006
2007
2008
2004
2005
2006

FRT1
FRT1
FR72
FR72
FR72
FR72
FR81
FR81
FR81
FR81
FR82
FR82
FR82
FR82
FR83
FR83
FR83
FR83
GR1
GR1
GR1
GR1
GR1
G6R2
G6R2
G6R2
G6R2
G6R2
GR3
GR3
GR3
GR3
GR3
GR&
GR&
GR&
GR&
GR&

1.519
1.489
1.625
1.511
1.623
1.193
1.413
1.728
1.578
1.944
1.287
1.354
1.341
1.473
0.766
0.897
0.736
1.028

1.849
1.793

1.657
1.674

1.546
1.521

1.727
1.596

1.958
2.037
2.131
2.219
2.106

0.660
0.643
0.653
0.626
0.650
0.406
0.639
0.574
0.588
0.608
0.557
0.622
0.582
0.613
0.412
0.599
0.613
0.397

0.775
0.699

0.767
0.733

0.762
0.722

0.744
0.721

0.790
0.794
0.840
0.879
0.846

0.859
0.847
0.972
0.885
0.973
0.786
0.774
1.154
0.990
1.335
0.730
0.732
0.760
0.859
0.354
0.299
0.124
0.631

1.074
1.094

0.890
0.941

0.784
0.800

0.983
0.875

1.168
1.243
1.291
1.340
1.260

0.648
0.588
0.547
0.555
0.648
0.554
0519
0.572
0.629
0.797
0.596
0.573
0.547
0.648
0.467
0.451
0.396
0.406

0.889
0.931

0.799
0.770

0.808
0.782

1.003
0.936

0.879
0.968
1.055
1.088
1.061

0.344
0.315
0335
0.304
0.332
0.255
0313
0322
0316
0.353
0.304
0.301
0.284
0.303
0.175
0.148
0.267
0.231

0.360
0.353

0.340
0.350

0.357
0.351

0.366
0.352

0.370
0.385
0.395
0.406
0.398

1.488
1.467
1.649
1.547
1.583
1.261
1.457
1.7
1.564
1.945
1323
1.391
137
1.472
0.815
0.923
0.802
1.096
1.434
1.386
1.588
1.614
1.571
1.386
1.448
1.470
1.435
1.436
1.247
1.344
1.395
1.273
1.274
1.435
1.621
1.493
1.565
1.347

1.668
1.756
1.826
1918
1.829
1.091
1.101
1.081

0.615
0.614
0.657
0.632
0.590
0.463
0.670
0.603
0.544
0.578
0.593
0.618
0.599
0.576
0.490
0.627
0.613
0.397
0.475
0.525
0.526
0.565
0.549
0.425
0.511
0.574
0.560
0.551
0.583
0.571
0.572
0.580
0.565
0.523
0.571
0.511
0.580
0.549

0.635
0.640
0.679
0.688
0.681
0.501
0.534
0.532

0.872
0.854
0.993
0915
0.994
0.798
0.787
1.169
1.020
1.367
0.730
0.773
0.772
0.896
0.325
0.296
0.190
0.700
0.959
0.861
1.062
1.049
1.028
0.961
0.937
0.895
0.875
0.885
0.663
0.773
0.824
0.693
0.709
0.912
1.050
0.982
0.985
0.798

1.033
1.116
1.147
1.230
1.148
0.591
0.567
0.550

0.659
0.596
0.588
0.611
0.690
0.593
0.533
0.597
0.593
0.823
0.611
0.606
0.540
0.647
0.521
0.502
0.462
0.474
0.706
0.708
0.767
0.740
0.778
0.680
0.678
0.697
0.675
0.664
0.644
0.609
0.619
0.642
0.616
0.778
0.878
0.902
0.873
0.770

0.732
0.791
0.869
0.908
0.899
0.472
0.473
0.476

0.340
0.310
0.339
0.306
0.332
0.257
0317
0.324
0316
0.354
0.309
0.301
0.283
0.301
0.184
0.153
0.266
0.242
0.281
0.299
0.303
0.305
0.302
0.297
0.269
0.284
0.284
0.294
0.292
0.292
0.285
0.292
0.290
0.287
0.314
0.311
0.313
0.299

0317
0.334
0.340
0.352
0.342
0.261
0.261
0.259

Page « 43



Tommaso Frattini

2007
2008
2004
2005
2006
2007
2008
2004
2005
2006
2007
2008
2004
2005
2006
2007
2008
2004
2005
2006
2007
2008
2005

2006

2007

NETHERLANDS

2008

2004
2005
2006
2007
2008
2005
2006
2007
2008

2004
2005
2006
2007
2008
2004
2005
2006
2007
2008

PoRTUGAL UK NorRwAY

SWEDEN

NL

NL

N0O
NOO
N0O
NOO
NOO
UK
UK
UK
UK

PT
PT
PT
PT
PT
SE
SE
SE
SE
SE

1314
1.236

1.283
1.268

1.393
1.330

1.601
1.460

1.582
1.497
1.567

1.837

1.841

1.805

1.369
1.496
1.552
1.552
1.545
1.862
1.865
1.851
1.914

1.699
1.636
1.596
1.574
1.641
1.625
1.596

0.615
0.575

0.577
0.561

0.612
0.605

0.592
0.552

0.664
0.546
0.590

0.662

0.660

0.629

0.505
0.516
0.527
0.540
0.547
0.773
0.777
0.783
0.817

1.080
0.965
0.525
0.519
0.507
0.508
0.499

0.699
0.661

0.706
0.707

0.781
0.725

1.009
0.908

0.918
0.951
0.977

1.175

1.181

1171

0.864
0.980
1.025
1.012
0.998
1.089
1.087
1.068
1.097

0.620
0.670
1.071
1.055
1.134
1.117
1.097

0.562
0.524

0.570
0.540

0.634
0.610

0.713
0.624

0.760
0.668
0.663

0.859

0.843

0.806

0.563
0.633
0.625
0.644
0.645
0.872
0.867
0.877
0.886

0.854
0.832
0.580
0.584
0.613
0.622
0.594

0.308
0.283

0.290
0.273

0.307
0.294

0.317
0.302

0.328
0.316
0.327

0.356

0.355

0.350

0.283
0.295
0.300
0.307
0.319
0.386
0.375
0.379
0.408

0.421
0.397
0.299
0.304
0.302
0.304
0.298

1.108
1.034
1.153
1.055
1.081
1.062
1.053
1.183
1.146
1.166
1.183
1.138
1.438
1.428
1.398
1.405
1.260
1.484
1.524
1.298
1.451
1.312

1.631
1.620

1.585
1.567
1.482
1.446
1.614
1.475
1.430
1.500
1.476
1.426

0.522
0.478
0.490
0.494
0.491
0.490
0.473
0.517
0.519
0.547
0.521
0.504
0.509
0.500
0.491
0.496
0.442
0.540
0.520
0.548
0.564
0.481

0.715
0.693

0.953
0.964
0.941
0.887
0.805
0.449
0.439
0.432
0.423
0.405

0.586
0.556
0.663
0.561
0.591
0.572
0.580
0.666
0.628
0.619
0.663
0.634
0.929
0.928
0.907
0.910
0.818
0.944
1.004
0.750
0.887
0.830

0917
0.927

0.632
0.604
0.541
0.559
0.609
1.026
0.991
1.068
1.053
1.022

0.477
0.446
0.473
0.478
0.463
0.495
0.464
0.501
0.504
0.512
0.534
0.535
0.618
0.603
0.549
0.584
0.545
0.652
0.680
0.592
0.634
0.573

0.757
0.744

0.780
0.762
0.737
0.722
0.713
0.549
0.547
0.569
0.583
0.546

0.262
0.239
0.258
0.246
0.252
0.250
0.236
0.272
0.265
0.267
0.265
0.251
0.288
0.280
0.278
0.278
0.261
0.312
0.306
0.284
0.285
0.276

0.348
0.336

0.382
0.387
0372
0.361
0.341
0.270
0.27
0.27
0.272
0.262

The table reports for each country regional indices of inequality based on gross income, (left panel) and net in-
come (right panel) by year. Column 3 reports the regional identifier, based on the NUTS nomenclature. For each
country we report the highest level of geographic detail available in EU-SILC.

log 90/10 is the logarithm of the ratio of the 90th to the 10th income percentile, log 90/50 is the logarithm of the
ratio of the 90th to the 50th income percentile, log 50/10 is the logarithm of the ratio of the 50th to the 10th income
percentile, log 75/25 is the logarithm of the ratio of the 90th to the 10th income percentile, Gini is the logarithm of
the ratio of the 90th to the 10th income percentile
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GINI Discussion Papers

Recent publications of GINI. They can be downloaded from the website www.gini-research.org under the subject
Papers.

DP43  Educational selectivity and preferences about education spending
Daniel Horn
April 2012

DP42  Home-ownership, housing regimes and income inequalities in Western Europe
Michelle Norris and Nessa Winston
May 2012

DP 41 Home Ownership and Income Inequalities in Western Europe: Access, Affordability and Quality
Michelle Norris and Nessa Winston
May 2012

DP40  Multidimensional Poverty Measurement in Europe: An Application of the Adjusted Headcount Approach
Christopher, T. Whelan, Brian Nolan and Bertrand Maitre
July 2012

DP39  Socioeconomic gradient in health: how important is material deprivation?
Maite Blazquez, Elena Cottini and Ainhoa Herrarte
March 2012

DP38  Inequality and Happiness: a survey
Ada Ferrer-i-Carbonell and Xavier Ramos
March 2012

DP37  Understanding Material Deprivation in Europe: A Multilevel Analysis
Christopher T. Whelan and Bertrand Maitre
March 2012

DP36  Material Deprivation, Economic Stress and Reference Groups in Europe: An Analysis of EU-SILC 2009
Christopher T. Whelan and Bertrand Maitre
July 2012

DP35  Unequal inequality in Europe: differences between East and West
Clemens Fuest, Judith Niehues and Andreas Peichl
November 2011

DP34  Lower and upper bounds of unfair inequality: Theory and evidence for Germany and the US
Judith Niehues and Andreas Peichl
November 2011

DP33  Income inequality and solidarity in Europe
Marii Paskov and Caroline Dewilde
March 2012

DP32  Income Inequality and Access to Housing in Europe
Caroline Dewilde and Bram Lancee

March 2012

DP 31 Forthcoming: Economic well-being... three European countries
Virginia Maestri

Page « 45



Tommaso Frattini

DP 30

DP 29

DP 28

DP 27

DP 26

DP 25

DP 24

DP 23

DP 22

DP21

DP 20

DP19

DP18

DP17

DP 16

Page « 46

Forthcoming: Stylized facts on business cycles and inequality
Virginia Maestri

Forthcoming: Imputed rent and income re-ranking: evidence from EU-SILC data
Virginia Maestri

The impact of indirect taxes and imputed rent on inequality: a comparison with cash transfers and direct taxes in five EU countries
Francesco Figari and Alari Paulus
January 2012

Recent Trends in Minimim Income Protection for Europe’s Elderly
Tim Goedemé
February 2012

Endogenous Skill Biased Technical Change: Testing for Demand Pull Effect
Francesco Bogliacino and Matteo Lucchese
December 2011

Is the “neighbour’s” lawn greener? Comparing family support in Lithuania and four other NMS
Lina Salanauskait and Gerlinde Verbist
March 2012

On gender gaps and self-fulfilling expectations: An alternative approach based on paid-for-training
Sara de la Rica, Juan J. Dolado and Cecilia Garcia-Pefialos
May 2012

Automatic Stabilizers, Economic Crisis and Income Distribution in Europe
Mathias Dolls, Clemens Fuestz and Andreas Peichl
December 2011

Institutional Reforms and Educational Attainment in Europe: A Long Run Perspective
Michela Braga, Daniele Checchi and Elena Meschi
December 2011

Transfer Taxes and Inequallty
Tullio Jappelli, Mario Padula and Giovanni Pica
December 2011

Does Income Inequality Negatively Effect General Trust? Examining Three Potential Problems with the Inequality-Trust Hypothesis
Sander Steijn and Bram Lancee
December 2011

The EU 2020 Poverty Target
Brian Nolan and Christopher T. Whelan
November 2011

The Interplay between Economic Inequality Trends and Housing Regime Changes in Advanced Welfare Democracies: A New Research
Agenda

Caroline Dewilde

November 2011

Income Inequality, Value Systems, and Macroeconomic Performance
Giacomo Corneo
September 2011

Income Inequality and Voter Turnout
Daniel Horn
October 2011



DP15

DP 14

DP13

DP12

DP11

DP10

DP9

DP8

DP7

DP 6

DP5

DP 4

DP3

DP 2

DP1

Immigration and inequality in Europe

Can Higher Employment Levels Bring Down Poverty in the EU?
Ive Marx, Pieter Vandenbroucke and Gerlinde Verbist
October 2011

Inequality and Anti-Globlization Backlash by Political Parties
Brian Burgoon
October 2011

The Social Stratification of Social Risks. Class and Responsibility in the ‘New’ Welfare State
Olivier Pintelon, Bea Cantillon, Karel Van den Bosch and Christopher T. Whelan
September 2011

Factor Components of Inequality. A Cross-Country Study
Cecilia Garcfa-Pefalosa and Elsa Orgiazzi
July 2011

An Analysis of Generational Equity over Recent Decades in the OECD and UK
Jonathan Bradshaw and John Holmes
July 2011

Whe Reaps the Benefits? The Social Distribution of Public Childcare in Sweden and Flanders
Wim van Lancker and Joris Ghysels
June 2011

Comparable Indicators of Inequality Across Countries (Position Paper)
Brian Nolan, Ive Marx and Wiemer Salverda
March 2011

The Ideological and Political Roots of American Inequality
John E. Roemer
March 2011

Income distributions, inequality perceptions and redistributive claims in European societies
Istvan Gydrgy Toth and Tamas Keller
February 2011

Income Inequality and Participation: A Comparison of 24 European Countries + Appendix
Bram Lancee and Herman van de Werfhorst
January 2011

Household Joblessness and Its Impact on Poverty and Deprivation in Europe
Marloes de Graaf-Zijl
January 2011

Inequality Decompositions - A Reconciliation
Frank A. Cowell and Carlo V. Fiorio
December 2010

A New Dataset of Educational Inequality
Elena Meschi and Francesco Scervini
December 2010

Are European Social Safety Nets Tight Enough? Coverage and Adequacy of Minimum Income Schemes in 14 EU Countries
Francesco Figari, Manos Matsaganis and Holly Sutherland
June 2011

Distributional Consequences of Labor Demand Adjustments to a Downturn. A Model-based Approach with Application to
Germany 2008-09

Olivier Bargain, Herwig Immervoll, Andreas Peichl and Sebastian Siegloch

September 2010

Page « 47



Tommaso Frattini

Page « 48



Immigration and inequality in Europe

Information on the GINI project

Aims

The core objective of GINI is to deliver important new answers to questions of great interest to European societies:
What are the social, cultural and political impacts that increasing inequalities in income, wealth and education may
have? For the answers, GINI combines an interdisciplinary analysis that draws on economics, sociology, political
science and health studies, with improved methodologies, uniform measurement, wide country coverage, a clear
policy dimension and broad dissemination.

Methodologically, GINI aims to:

o exploit differences between and within 29 countries in inequality levels and trends for understanding the im-
pacts and teasing out implications for policy and institutions,

o elaborate on the effects of both individual distributional positions and aggregate inequalities, and
allow for feedback from impacts to inequality in a two-way causality approach.

The project operates in a framework of policy-oriented debate and international comparisons across all EU coun-
tries (except Cyprus and Malta), the USA, Japan, Canada and Australia.

Inequality Impacts and Analysis

Social impacts of inequality include educational access and achievement, individual employment opportunities
and labour market behaviour, household joblessness, living standards and deprivation, family and household for-
mation/breakdown, housing and intergenerational social mobility, individual health and life expectancy, and so-
cial cohesion versus polarisation. Underlying long-term trends, the economic cycle and the current financial and
economic crisis will be incorporated. Politico-cultural impacts investigated are: Do increasing income/educational
inequalities widen cultural and political “distances’, alienating people from politics, globalisation and European
integration? Do they affect individuals’ participation and general social trust? Is acceptance of inequality and poli-
cies of redistribution affected by inequality itself? What effects do political systems (coalitions/winner-takes-all)
have? Finally, it focuses on costs and benefi ts of policies limiting income inequality and its effi ciency for mitigat-
ing other inequalities (health, housing, education and opportunity), and addresses the question what contributions
policy making itself may have made to the growth of inequalities.

Support and Activities

The project receives EU research support to the amount of Euro 2.7 million. The work will result in four main
reports and a final report, some 70 discussion papers and 29 country reports. The start of the project is 1 February
2010 for a three-year period. Detailed information can be found on the website.

www.gini-research.org
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