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Julian Simon Lecture Series — About AMZ? and Julian Simon Lecture

About the 1ZA Annual Migration Meeting (AM?)
and the Julian Simon Lecture:

In June 2004, I1ZA hosted the first Annual
Migration Meeting (AM?) in Bonn. It was created
to foster migration research by bringing together international researchers
and establishing the 1ZA migration group. AM? established the Julian
Simon Keynote Lecture in honor of Julian Simon, in recognition of his

research on the economic effects of population change.

Julian Simon was an optimist on population issues and a migration
expert. He was Professor of Business Administration at the University of
Maryland, Distinguished Senior Fellow at the Cato Institute, and a
member of the Action Institute’s Advisory Board. He died unexpectedly
on February 8, 1998, four days short of his 66" birthday.

Dr. Simon graduated from Harvard University, where he completed the
ROTC program, and later served as a naval officer before receiving an
M.A. in Business Administration and a Ph.D. from the University of
Chicago Graduate School of Business. An entrepreneur, he opened his
own business before joining academia.

A prolific writer, Simon was the author of almost two hundred professio-
nal studies in technical journals, and he wrote dozens of articles in such
mass media as the Atlantic Monthly, Readers Digest, New York Times,
and The Wall Street Journal. In 1989 he published The Economic
Consequences of Immigration, arguing that immigrants make "substantial
net economic contributions to the United States.” Julian Simon was an
advocate of an open-door immigration policy.
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About the Author

Don J. DeVoretz obtained his doctorate in Economics from the Univer-
sity of Wisconsin (Madison) in 1968. He is the co-director of the Centre
of Excellence for the Study of Immigration (RIIM) and Professor of
Economics at Simon Fraser University. Dr. DeVoretz has held visiting
appointments at Duke University, University of Ibadan (Nigeria),
University of the Philippines, University of Wisconsin, and the
Norwegian School of Economics. He was named the Willi Brandt
Professor in 2004 at IMER, Malmd University.

Don DeVoretz's main research interests include the economic impact of
citizenship on immigrant labor market outcomes and the brain cir-
culation. He has published over 70 articles in various international
publications.

In April 1998, Don DeVoretz joined IZA as a Research Fellow. He is also
co-director of the RIIM Program "Immigration and Integration in the
Metropolis"”, in which IZA participates as the partner research institute in
Germany.
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l. Introduction

The opening of the 21 century has witnessed continuing controversies
over how nation states should react to potential immigrant flows and the
seeming inability of immigrants to integrate into the receiving state.
Examples of paradoxical immigrant admission policies abound. Faced
with continued post NAFTA (1995) inflows of unskilled Mexican
immigrants, the United States reacted by limiting immigrant access to
social benefits. Then a few years later, in 2004, President Bush offered a
temporary green card to legalize undocumented Mexican immigrants and
regularize their labour market status. The European Union circa 2003-
2004 acted in a similarly confused manner with respect to the prospect of
increased migration flows from newly ascending members.

Generous and liberal migration policies were initially offered by
some member states, like Sweden, England and Ireland to the newly
ascended member states. On the other hand, less generous mobility terms
were offered to Poland by Germany and Austria. As the ascension date
drew near, generous migration policies announced previously became
more restrictive with stringent economic conditions attached to the
mobility rights of new member states.” In other parts of the world, a few
traditional immigrant-receiving countries, Canada and Australia, maintain
a relatively open and aggressive immigration policy.

As economists, how are we to judge the economic successes or
failures of these various restrictive or more generous immigration
regimes? Does there exist a set of general economic principles that can
guide us in this assessment? Or is the world so idiosyncratic that each
state has its own implied social welfare function such that economics
cannot guide us? The purpose of this lecture is to search for some general
economic principles to assess a country’s immigration policy from three

! Sweden has had three policy positions with respect to Polish mobility and ascension to the
European Union. In 2002 Sweden granted full mobility rights to Poland, then withdrew them in early
2004. On May 3rd, 2004, two days after Polish ascension to the European Union, Sweden restored
full mobility rights for Poles to enter Sweden.
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viewpoints: the immigrant-receiving country’s, the immigrant’s and the
sending region’s.

It would be instructive at this point to consider the implications of
finding a set of mutually agreed upon economic criteria to evaluate a
destination county’s immigration policy. If the opponents of any nation
state’s immigration policy agree that a common set of economic criteria
for immigration admission have been met, but no further immigration is
warranted, then these critics must search for a further rationale to reject
new immigrants. In other words, critics of immigration cannot use an
economic rationale to mask their aversion to further immigrant inflows,
and more chauvinistic reasons must be sought to articulate their antipathy
to immigrants.

I1. Three Theoretical Perspectives

A. Host Country Economic Criteria: The Simon Principle

Simon (1984) articulated the first and perhaps most controversial
economic assessment criteria of a nation state’s immigration policy. The
proposition is as follows:

If the marginal immigrant makes a non-negative contribution to the
treasury you continue to admit immigrants until the contribution goes to
zero.

This rule has many staunch liberal and conservative supporters. In
the liberal or republican state (Sicakkan, 1999), immigrants are
acceptable if they confer a net economic benefit on the host country’s
residents. From a more conservative view, Milton Friedman has argued
that the host population should have no interest in the number of arrivals
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if there exists no welfare state. Thus the political extremes agree on the
Simon Principle.?

Is it however legitimate to ask if the Simon Principle for immigrant
admission is symmetrical? In other words, if immigrants make a positive
and growing public finance contribution, will the nation state admit more
immigrants? Finally, one may ask how relevant this rule is. Has any
country invoked the Simon Principle to guide its national immigration
policy? Two modern examples come to mind. First, the United States has
indirectly invoked the Simon Principle to deny public financing to
immigrants. Thus, the United States’ response to limit immigrant benefits
is an indirect recognition of the Simon Principle. In a similar fashion
most members of the European Union have invoked the Simon Principle
by reducing mobility rights of newly ascended members and denying
them access to social benefits. At the other extreme, Canada has
historically used the Simon Principle to rationalize an expanding
immigration policy.?

The theoretical underpinning of the Simon Principle relies on the
observation that the native-born and the foreign-born life-cycle tax
payments and consumption of public services are respectively concave
and convex over the life cycle. Figures 1 and 2 present an optimistic and
a pessimistic case.

2 Sicakkan (1999) argues that some extreme forms of the nation states, including ethnically-based
states, have such an aversion to immigrants that no economic criteria exists to rationalize their
presence.

3 Canada’s 1978 Immigration Act specifies three reasons for the admission of immigrants,
compassion, family reunification and economic growth. However, the fact that immigrants make a
net positive contribution to Canada’s treasury has been a guiding principle in reworking the mix of
Canada’s immigrant flow to favor a growing class of economic immigrants.
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transfers, employment, scale economies and goods prices constituted this
set of economic criteria. Examples from Europe and North America
illustrated the feasibility of measuring the public finance and employment
impacts. An argument was made that a net economic transfer criterion
could be applied to evaluate any country’s immigration policy. Thus,
public finance transfers net of any “churning costs” associated with
labour displacement would serve as the evaluation criterion from the
resident’s viewpoint in the receiving country.

The immigrant’s economic assessment criteria were based on the
ability to “catch-up” in terms of employment and earnings within a life
cycle model. Again, evidence was presented in both the European and
North American contexts to illustrate the feasibility of these self-
assessment “catch-up” measures. In addition, the sending country’s
economic assessment criteria for a destination country’s immigration
policy was argued to include, the magnitude of brain circulation,
remittances and return migration cum foreign direct investment resulting
from the initial outflow of immigrants.

Finally, both nation states and immigrants themselves react to
economic evaluations of their immigrant experiences in an asymmetrical
fashion. When the economic evidence is unfavourable, immigration
policies become more restrictive but only a minority of immigrants leave.
On the other hand, when the Simon Principle is satisfied, few, if any,
countries rapidly expand their immigration numbers to recognize this fact.

There are several possible reasons for this hesitant response. First,
there is risk aversion. If the Simon Principle appears to be satisfied in the
short, but not the long run, immigration expansion becomes too risky
since immigrants cannot be sent back home. Secondly, economic
principles are not the only admission criterion; a lingering concept of
social cohesion or absorptive capacity always negates the implications of
a positive economic assessment on a country’s immigration policy. This
is especially true in republican states such as France, or ethnic groupings
such as pre-1989 Germany.

34
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