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Very lively debate on the effects of immigration for the
receiving countries as well as on the policies to respond to
what are seen as new migratory pressures and challenges.

I

Immigrants tend to expand the workforce, having both direct
and indirect effects on economic growth. (OECD Migration
Policy Debate, 2012).

I

In the US and Europe, immigrants respectively represent
47/70 percent of the increase in the labour force (OECD,
2012).

Studies on migration
Large body of literature investigatin the labour market effects of
immigrants in the US and in other countries with large
immigration flows, such as Canada and Australia. A growing
literature also for Europe; for the UK (Dustmann et al. 2008),
Germany (Glitz 2012) and Spain (González and Ortega 2013).
Immigration has been analyzed in relation with many aspects:

Studies on migration
Large body of literature investigatin the labour market effects of
immigrants in the US and in other countries with large
immigration flows, such as Canada and Australia. A growing
literature also for Europe; for the UK (Dustmann et al. 2008),
Germany (Glitz 2012) and Spain (González and Ortega 2013).
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Cultural environment (Ottaviano and Peri 2006);

I

The crime rate (Moehling and Piehl 2009; Bianchi et al.
2012);

I

Employment (Ottaviano and Peri 2006; Martins et al. 2018;
Esposito et al. 2019);

I

The attitudes of natives (Card et al. 2012; Mayda 2006).

Immigration in Italy
Significant increase in immigrant workers both from EU and extra
EU: the number of foreign-born people in Italy increased from 1,3
million to 5 million, over the period 2002-2017. Growth was
particularly fast after 2001 due to the regularization taking place in
2001-2002, where over 650,000 immigrant workers were involved
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I

Mainly young and low-skilled immigrants (see also Del
Boca and Venturini, 2005);

I

The lack of attractiveness to highly skilled immigrants due to
productive system mainly characterized by specialization
in traditional industries (De Benedictis 2005; Larch, 2005)
and lower returns to human capital for immigrants than
natives (Bratti and Conti 2018).

Low skilled immigration in Italy
Between 30 and 40% of extra EU foreign born workers turns out to
be employed in elementary occupations, while managerial and
professional occupations only account for less than 5 percent of the
foreign born population (LFS)

Studies on migration for Italy
The empirical literature on migration for Italy has focused on many
aspects of the labour market:
I
I
I
I
I
I

Immigration on innovation of Italian regions (Bratti and Conti
2018);
How immigration shapes the natives’ voting behavior (Barone
et al. 2016);
the effect of immigration on public health spending (Bettin
and Sacchi, 2019);
Assessing the direction of the impact of immigration on
domestic unemployment (Esposito et. al ,2019)
Impact on labor market outcomes of regularizing
undocumented migrant workers (Di Porto et al. 2018);
Analysis of how immigrants generate increased export flows
from the regions in which they settle to their countries of
origin by becoming entrepreneurs (Bratti et al. 2019)

What about immigration and productivity?

Labour productivity is a function of physical and human capital. If
immigrants raise the level of human capital it is likely that they will
lead to higher productivity and to a higher compensation
I

However, growth in the labour supply could mean more
competition, leading to lower wages, especially
if immigrants accept lower wages in return for their labour
(OECD, 2018) and even more so if immigrants are mainly low
skilled, with also negative effect on productivity.

Immigration and productivity: data availability
The relationship between immigration and productivity within a
country can be examined at the aggregate, sector and firm levels.
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Output and input data at these levels are scarce, rather than
estimating the exact impact of immigration on productivity,
the relationship has been analysed less formally (OECD,
2018a).
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Mitaritonna et al. (2017) use migration in the French
department, Brunello et al.(2019) for Italy use migration at
the Local Labour Market level.
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I

We have info on immigrants at the firm level.

Estimation Issues

Immigrants are not randomily allocated across firms and hence
immigration may also affect productivity through its effects on
physical and human capital.
Need to employ instrumental variable regressions.

Empirical evidence so far
Empirical evidence on the overall impact of immigration on
productivity has reached contrasting conclusions.
I

POSITIVE EFFECT of either the size or the diversity of the
immigrant group in the local area or firm (Mitaritonna, et al.
2017; Peri, 2012; Trax, Brunow and Suedekum, 2015), in the
UK, Ottaviano et al. (2018) find that immigrants increase
overall productivity;

I

NO EFFECTS (Ortega and Peri, 2009);

I

NEGATIVE effects (Ortega and Peri, 2014) or differences by
sector (Paserman, 2013).

I

BOTH EFFECTS: In the US, Peri (2012) finds that
immigration has a strong and positive association with total
factor productivity and a negative association with the high
skill bias of production technologies.

Immigration and productivity in Italy
I

De Arcangelis, Di Porto and Santoni, (2015) using data at the
province level, show that an increase in the share of
immigrants contributes to raising value added in
manufacturing with respect to services;

I

Very recent contribution by Brunello et al. (2019)
investigating the effects of immigration at the LLM level on
firms’ performance for firms operating in the manufacturing
sector only.
The authors study how an increase in the local supply of
immigrants at the local labour market effect the average
labour costs, capital stock and finally TFP. Thet find no effect
on TFP, in contrast with Mitaritonna et al. (2017) for France.

The Italian framework
Low skilled immigration pairing with a significant productivity
stagnation

The Italian framework
Low skilled immigration pairing with a significant productivity
stagnation
I
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the other main euro area countries and is the main factor
holding back long-term economic growth in Italy (Bugamelli
and Lotti, 2018).
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Since the second half of the 1990s, productivity growth has
been feeble both by historical standards and compared with
the other main euro area countries and is the main factor
holding back long-term economic growth in Italy (Bugamelli
and Lotti, 2018).

I

In such a context, firms might have taken advantage from
labour force from immigrants in order to reduce labour cost
and hence gain more profits, thus generating possible
inefficiency with negative long-term effects on
productivity growth and potentially, on social cohesion.

Our contribution
VALUE ADDED: Data af firm level to provide first evidence on the
effects of immigration (from extra EU) on labour productivity
I

Usinig data from RIL, Rilevazione Imprese e Lavoro,we are
also able to account for firm observed and unobserved
heterogenity, exploiting the vast number of variables in the
archive (for instance: vacancy, product innovation, process
innovation, patents, foreign ownership, trade agreements, a
well as a number of workforce characteristics).

I

Last but not least, we offer causal evidence on this relationship
robust to the use of three different instruments: two from the
RIL archive, and one from ISTAT at the municipality level.

Findings

I

We find that the effects of an increase in the supply of
immigrants from extra EU to firms’ labour is negative and
consistent across all specifications and that results are mainly
driven by small firms operating in the manufacturing sector.

I

Our findings are in contrast with the evidence for France from
Mitaritonna et al. (2017) who find a positive effect of
immigration on TFP but almost in line with the recent
evidence from Italy by Brunello et al. (2019).
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DATA: The RIL dataset
We focus on Rilevazione Imprese e Lavoro (RIL) conducted by Inapp
during 2007, 2010 and 2015 on a representative sample of partnerships
and limited liability firms.
I

Each wave of the survey covers over 25000 firms operating in
non-agricultural private sector. A subsample of the included firms
(around 35 oercent) is followed over time, making the RIL dataset
partially panel over the period under study.

I

Rich set of information about the employment composition and
personnel organization (type of contracts, training activities ecc.),
industrial relations and other workplace and firms productive
characteristics.

I

Info on non-native workers (from extra EU) to identify the share of
immigrants employed by each firm over time.

Descriptive

Descriptive

I

On average the (log of) labour productivity declines over the
period, ranging from 10.8 in 2007-2010 to 10.7 in 2014; this
pattern pairs with the reduction of the (log of) number of
employees while the intensity of physical capital increases over
time.

I

As for the workforce composition, note that the incidence of
firms employing extra-EU immigrants declined significantly
from 46% in 2007, to 38% in 2010 and 36% in 2014, a
feature that mirrors in a negative evolution of the share of
extra-EU workers over the total employment, from 0.5% to
0.4% over the period under study.

Empirical strategy
log (labprodit ) = α + βIMMit + γXit + ut + ηi + it

I

Labour productivity log (labprodit defined as the (log of) value
added on labour force per employee

I

IMMit is the share of immigrants from extra EU (over total
employment);

I

Xit is a vector including a wide set of control variables at the firm
level (physical capital, age, sector of activity, size, macro-region
etc.) and employment composition (gender, education, age,
contractual arrangement).;

For the sub-period 2010-2014, we are also able to include variables
related with the level of management.

Endogeneity
I

In order to identify the part of the change in the immigration
share that is driven by supply changes rather than by local
productivity shocks, we follow the standard approach in
literature consists in using the shift-share instrument based
on initial spatial distribution of immigrants. This approach
has been pioneered by Altonji and Card (1991) and then used
in several studies since (among others see Card 2001; Card
2009; Peri and Sparber 2009; Lewis 2011).

I

The underlining idea is that new immigrants (especially with
lower levels of schooling) tend to move to the same area
where previous immigrants from the same country of origin
already live and have established a community

First instrument: subjective measure
I

Subjective measure based on information directly provided by
RIL, indicating the reason why firms employ foreigner
workers (from extra EU), rather than natives.

I

The question reads as follows: “Are there specific reasons why
the firm has employed workers from extra EU?”. Among the
possible answers, we select two, reflecting that the firm has no
other choice but to rely on foreigners rather than native
Italians, because the former workers are either not willing to
work in that occupation or task, or are considered not very
professional.
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I

This variable is likely to be strongly correlated with the share
of immigrants employed by the firm, while at the same time,
being uncorrelated with other omitted factors related with the
share of immigrants.

Second instrument: objective measure

Data on immigrants by municipality and country of origin
computed combining information on immigrants by municipality
and area of the world provided by ISTAT, following Barone et al.
(2016).
We then construct a variable defined as the difference in the share
of immigrants (from extra EU) at the municipality level across the
period 2002-2004, capturing the increase in the share of
immigrants associated with an important immigration policy
(Bossi-Fini) that took place in 2002.

Third instrument: objective measure

This is provided by RIL, and it is an objective measure, indicating
if the firm has actually regularized foreigner workers according to
the 2002 policy (objective measure).

Results
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Robustness checks
We explore if there emerge some differences based on:
I

firms’ size: small-medium (below 100 employees) and large
(above 100 employees) firms.

I

by sector of activity: manufacturing versus non manufacturing
firms.

I

In an extended version of the paper, we also carry out the
same regressions by focusing the analysis on the last two
waves of RIL (2010-2015)to include some additional
covariates in our regressions, like for instance the managerial
characteristics, available only in the last two waves of the
survey. The inclusion of these covariates might improve the
accuracy of our model and some parts of the unobserved, firm
specific, heterogeneity.

Results: by firm size

Results: by sector

Concluding remarks
I

We provide first evidence for Italy on the relationship between
firm level immmigration and productivity of labour.

I

We employ a unique and very rich firm level data from the
Rilevazione Imprese e Lavoro (RIL) conducted by Inapp in
2007, 2010 and 2015 on a representative sample of Italian
firms.

I

Results are consistent across all specifications (OLS, FE and
IV-2SLS) and reveal that hiring more immigrants from extra
EU exerts a negative effect on labour productivity.

I

These results need to be considered in light of two important
peculiarities of the Italian labour market: the poor recent
performance of Italian productivity, stagnant since the early
2000s and below the EU average, associated with the presence
of mainly low skilled immigrants.

