Peter O'Brien

Page 1 of 19
The World Economy

Term Paper

SS World Economy

Peter O’Brien

Trinity College, Dublin

97082759

April 9th 2001
Mass Migrations: An exploration of the Transition from Sender Nation to Recipient, the case of Ireland.

Table of Contents

21.
Introduction

2.
Mass Migrations - Expected Consequences.
4
3.
Sending, Receiving and Convergence - The Late-Nineteenth-Century
6
4.
Restrictions and Migration in the Twentieth-Century
13
5.
Conclusion
16
6.
Bibliography
19


Index of Tables

3Table 1 Net Migration 1871-2000

Table 2 European Overseas Migration 1861-1910 (average annual rates per ’000)
7
Table 3 Estimated Migration Classified by Age
14


1. Introduction

When it comes to Mass Migrations in the context of the Atlantic Economy, Ireland can be seen as the paradigm case. The first Mass Migrations of the modern era started in earnest with the exodus prompted by the Great Irish Famine. Ireland then experienced a decline in population right up until the sixties, but this decline has now been reversed, initially, thanks to the baby-boom associated with the sixties, but more recently Ireland has experienced something that is new to her, net inward migration. Aside from a brief interlude in the seventies
, net emigration had been constant right up until the nineties, however we can see that this had been substantially reversed by then, with net migration estimated at 76,937 for the period 1991-2000, greater than the net out migration for any other ten year period. The change is all the more remarkable given the bleakness of the eighties, where almost every Third Level student expected to plan their future abroad. The most recent HEA Graduate First Destination Report (HEA: 2000: 8) indicates that the amount going abroad for their first job has dropped from a fifth in 1988 to 8 percent in 1998, all in all a remarkable transformation.

Migration has been a very emotive topic in the Irish mindset and the large emigration from the State has been seen as symptomatic of the failure of the Irish economy over the years. Others have argued that this may actually be the cause of the poor performance of the Irish economy as Ireland’s brightest and best were forced to leave. In this paper I cannot hope to summarise all of the available literature on the area of migration and it’s effect on the Irish economy, rather I have selected a number of key texts that themselves have synopsised some of the key themes in the area. This then allows one the opportunity to tentatively suggest a number of new or under explored areas that could be investigated in the future. 

Table 1 Net Migration 1871-2000

Intercensal Period/ Year
Net Migration

1871-1881

1881-1891

1891-1901

1901-1911

1911-1921

1921-1931

1931-1941

1941-1951

1951-1961

1961-1971

1971-1981

1981-1991

1991-1996

1997

1998

1999

2000
-50,172

-59,733

-39,642

-26,154

-27,002

-16,675

-18,711

-24,384

-40,877

-13,451

+10,389

-20,606

+637

+15,000

+22,800

+18,500

+20,000

Source: 1871-1996, Barrett (1999: 27), 1997-2000 (CSO: 7)
There are three related areas I intend to review. Firstly, the theoretical effects of migration. Secondly, the more historical literature surrounding migrations of the late nineteenth and early twentieth centuries, including an exploration of the effects on both sender and recipient countries and the extent of wage convergence between the two. Finally, I would like to examine the development of Irish migration throughout the Twentieth century and see how we arrived at this fortunate position that we now find ourselves in and see what lessons we could draw from it.

2. Mass Migrations - Expected Consequences.

As mentioned in the introduction, there is a tendency to view mass migrations as a failure of the sending country and/or as a cause for the economic situation, however in theory migration, even in large numbers, need not necessarily be a bad thing. A large ‘exodus’ should cause a shift in Labour Supply, which causes it to move up on the Labour Demand curve, leading to a higher equilibrium position. Likewise, for the receiving country, the expectation is that this new ‘flow’ of Labour should lead to the control of wages (i.e. downward pressure) which should enhance the competitiveness of the receiving countries. This has an obvious resonance with the late nineteenth century mid-Atlantic economy. In Ireland, land was scarce and people were not, whereas in the New world, land and capital were abundant, but there was a shortage of labour. Mass Migration should have acted as a ‘vent’ for Irish labour and as a source for US labour demands, which in turn should have led to an equalisation of or convergence of wages between the two.

A few obvious points arise before we continue. The above theory is fine as long as the Mass Migration was representative of the population as a whole. However, it was not and the largest proportion to emigrate were in fact from the 15-24 age group. The departure of these people from Ireland would lead to an increase in the dependency ratio in Ireland and there is a suggestion that this led to Ireland’s brightest and best leaving. This theme was to reoccur in the twentieth century, the so-called brain drain factor. Another factor to bear in mind is that of what O’Rourke et al called the ‘poverty trap’ (1994: 204) where those who would have benefited most did not leave because they could not afford to (transport costs etc.). This finding is consistent with Hatton and Williamson (1993: 590) who found that poverty and cultural factors (inability to speak the English language) were key factors which stopped the poorest leaving. This was only relevant at the very start of the period and by 1911, they don’t appear to be a factor (the effect of remittances etc.).

3. O’Rourke et al (1994 & 1999) refer to the work of Knut Wicksell, a Swedish neo-Malthusian working at the latter half of this period, who argued that not only was Mass Migration beneficial to the sending country, but that it should be encouraged. He believed that it would solve the “pauper problem” which blighted land scare and labour abundant Swedish agriculture. O’Rourke et al (1994: 205) also pointed out that there was much work done on ‘senders’ and ‘receivers’, but that little had been done on convergence which they saw as being of key importance. It is to these areas that we now turn.

4. Sending, Receiving and Convergence - The Late-Nineteenth-Century

The late-nineteenth-century was a much more open one in terms of the movement of people. While the transport costs may have acted as a barrier to the poorest people, there were relatively lenient admission procedures to the New World. Post-Famine the Irish had established themselves as a major exporter of its people and indeed it’s population was to fall by nearly 50 percent by 1913. Such movements are now possible within the European Union, but access to the US is no longer unrestricted.

As we can see in Table 2, for a period of about forty years Ireland was the highest per capita exporter of people to the New World and by quite some margin for that period. The majority of Irish migration (Barrett, 1999: 2), 87 percent was destined for the US over this period, which compared to the eighties represents a quite significant change (>80 percent went to the UK in the 1980s). Such migrations are of course differentiated along gender, age and occupation lines and two points deserve mentioning. Firstly Irish Migration at the time was substantially equal when it came to males and females. This is interesting in comparison to other sending countries at the time, especially those along the Southern fringe of Europe, where the migrants were predominantly male. The migrants were more likely to be young, which makes sense as this is the group that has least to lose and most to gain by moving. The unskilled were proportionately over-represented at this time.

Table 2 European Overseas Migration 1861-1910 (average annual rates per ’000)

1861-70
1871-80
1881-90
1891-00
1901-10

England

Scotland

Ireland

Norway

Sweden

Finland 

Denmark

Netherlands

Belgium

France

Germany

Switzerland

Austria-Hungary

Italy

Spain

Portugal
2.8

4.6

14.6

5.8

3.1

-

-

0.6

-

0.2

-

-

-

-

-

1.9
4.0

4.7

6.6

4.7

2.4

-

2.1

0.5

-

0.2

1.5

1.3

0.3

1.1

-

2.9
5.6

7.1

14.2

9.5

7.0

1.3

3.9

1.2

0.9

0.3

2.9

3.2

1.1

3.4

3.6

3.8
3.6

4.4

8.9

4.5

4.1

2.3

2.2

0.5

0.4

0.1

1.0

1.4

1.6

5.0

4.4

5.1
5.5

9.9

7.0

8.3

4.2

5.5

2.8

0.5

0.6

0.1

0.5

1.4

4.8

10.8

5.7

5.7

Source: King (1996: 36)

In line with expectations, the late-nineteenth-century did see wage convergence and no more so than in Ireland, which saw rapid convergence up until the turn of the century where once more, real wages stagnated. Hatton and Williamson (1998: 180-182) report that urban wages in Ireland grew from 60 percent of the British average to 90 percent by 1904, whereupon it retracted slightly. A similar growth pattern was evident relative to the US, where wages grew from 35 percent in 1860 to about 55 percent towards the end of the century. One interesting side effect of the relative scarcity of labour in rural Ireland was the shift away from tillage agriculture in favour of livestock, which is particularly suited to the Irish climate and is relatively labour un-intensive. Hatton and Williamson (1998: 183) refer to a study carried out by O’Rourke which attributes almost all of the decline in tillage to the relative scarcity of labour. This in turn it could be argued sped up the pace of rural to urban migration within Ireland during the period and given the relative absence of industrialisation furthered the growth in emigration. 

O’Rourke et al (1999: 146-152) and Hatton et al (1998: 184-190) outline the approach and the results of three different CGE models which attempt in various ways to measure the effect of Migration on the Irish Economy. Boyer et al (1994) estimated the effect on the Irish economy had emigration not been possible from 1851 onwards. They offered two cases, one where Ireland was able to borrow or loan abroad (i.e. integrated into world capital markets) and one where they could not. This model includes the ideas put forward by Heckscher and Ohlin who argued that trade could act as a partial substitute to factor mobility across countries. In the case where Capital was immobile, GNP per capita increased by 15 to 33 percent due emigration. They also found that the benefits were not spread evenly and that labour was the main beneficiary while land lords and capitalists lost out, due to reduced pressure on land and increased labour scarcity, respectively. In the case where Capital was mobile the effects were less but still significant. O’Rourke et al (1999: 152) point out that as much as a third of Irish convergence on UK and US real wages can be accounted for by Irish emigration. At the other end (in the US) mass migration resulted in a fall of unskilled urban wages in the region of 8 to 15 percent.

The news was not all good and there is a risk that Capitalists avoided investing in Ireland as there was a perception that those that remained were the least desirable and a Mr. O’Brien of the Royal Commission on Agricultural Labour (cited in O’Rourke et al, 1999: 146) in 1893 reported “that the labourers are now … [not] as efficient as formerly … owing to the circumstance that the best, youngest, and most competent are those who have emigrated”. This perception was pervasive right up until the late-twentieth-century.

There is one additional point I would like to add and that is the extent to which the Irish experience should be qualified by examining the extent to which the emigrants were economically active prior to leaving. As Ghosh (1996: 89) points out that emigration by the economically inactive does not reduce unemployment
. I would add that if people are not available for work, they are not part of the Labour Supply and hence net migration should not be taken as a proxy for a reduction in Labour Supply. Also for the rest of the sending countries where there was an uneven balance between men and women, there are significant implications for the women remaining behind. In a number of cases, Ghosh argued it had led to greater liberation for women, but he could also point to others where it had reduced their personal freedoms. It is also possible that emigration can lead to or speed up technological change as labour becomes more scarce. It may be as a result of a move away from labour intensive industries, as was the case in Irish Agriculture, mentioned above.

There are a number of remaining factors, namely remittances and return migration. The evidence for Ireland is unclear although there is evidence for example that remittances facilitated further migration especially from the poorest regions in the West of Ireland. Evidence from the Majority World today is unclear, they can be an important source of income for the families who have access to them and they can improve the material well-being of these people. Return Migration has the potential to bring new and improved human capital back to the sending country, but Ghosh points to evidence that it is those with the least skills who are most likely to return and that even those with skills often find that they are not in a position to use them upon their return.

One absolute final point to mention before I move on, is that it is also possible that emigration can be used by sending countries as a solution to economic problems and can lead to a delay in tackling the root structural problems. There is a case for applying this interpretation to Ireland throughout much of the twentieth century. Given the implications for the sending countries, it is now prudent to turn our attention to the receiving country, for our purposes, we will focus on the United States.

Hatton and Williamson (1998: 154-156) ask three questions pertaining to immigration into the US: They ask

i. Did late-19th -Century Immigrants act as a flexible labour supply?

ii. Did they enter growing industries or did they displace natives?

iii. Did they reduce wage growth and increase unemployment for native workers?

The rational behind the first question is akin to the attitude prevalent in Western Europe towards the Gastarbeiter (Guest Workers) in the mid- to late- twentieth-century. They would come in good times and leave when demand for labour fell. While this may have been true for Mediterranean people, it was definitely not the case and emigration from Ireland was considered final. The mixed demographic trend supported this idea. The Mediterraneans tended not to bring their families with them and were mostly male, whereas the Irish left young or brought their families with them. 

The emigrants to the US, by and large entered the slowest growing sectors as they were increasingly unskilled, a finding articulated by the 1911 Immigration Commission, which believed that the quality of immigrants was decreasing over time. This is a point echoed by Borjas in numerous articles that Hatton and Williamson cite (1998: 130). The fast growing sectors relied on skilled labour, but as the majority of new migrants were relatively unskilled, you could argue that this put new migrants in competition with natives in these sectors. That being said there is some evidence that new migrants did go to the fastest growing regions, but the evidence on this is not altogether clear. Hatton and Williamson argue that there was a near one-for-one crowding out of natives for migrants.

However in answer to the final question, they did not find any evidence of labour market segregation between migrants and natives, indicating that assimilation was happening in the US. The situation was not so bleak however and Hatton and Williamson argue that the effect was more of a ladder, with new migrants entering at the bottom rung and occupying positions that natives would no longer fill (as is the case in many Western European Countries and the US today). They do point out however, that the geographic concentration of new migrants in the North East led to an internal migration of natives from East to West.

On a theoretical level, Briggs (1996:119-121) points out that there is much argument among neo-classical economists as to whether or not free migration is desirable ad he quotes the following from Simons:

Wholly free immigration, however, is neither attainable or desirable. To insist that a free trade program is logically or practically incomplete without free migration is either disingenuous or stupid. Free Trade may and should raise living standards everywhere … Free emigration would level standards, perhaps without rising them anywhere.

The result of the Immigration Commission was the introduction of a literacy test, but that was only the beginning, as gradually more and more conditions were included and access to the US was restricted. The result for Ireland was a change in the twentieth century away from the US and towards the UK. Let us now examine migration in the twentieth century and what effect the change in migration patterns had on wage convergence.
4. Restrictions and Migration in the Twentieth-Century

As we saw above, wage convergence began to taper off towards the end of the 19th Century. Ireland’s continued failure to industrialise and the dual effects of the two World Wars meant an increase in relative wage gaps. Barrett (1999: 20-23) discusses two reports, one (O’Rourke, 1994) which argues that for certain sectors that real wages were actually higher in Ireland than they were in Britain for the period 1926-mid-eighties
. The second report (Curtis and Fitzgerald, 1996), based on a more broadly based sample, comes up with a different story, suggesting that real wages in Ireland stood at 75 percent of British wages by 1930, but fell to about 60 percent by the beginning of the war. For Curtis and Fitzgerald, convergence on occurred in earnest in the early 1960s and had reached 95 percent by the late 1970s. For Barrett and others (Ó Gráda and Walsh, 1994), there is a case for both stories to be true as there may have been entry barriers into the high wage occupations identified by O’Rourke. They make the point that the Irish and British labour markets are well integrated (a point often made, but rarely backed up), but Barrett is critical of the lack of an explanation surrounding the mechanisms involved.

As mentioned in the introduction, Ireland has moved from being an exporter of people, to an importer. The turn around could not be more remarkable and it looks like the most recent decade will see the largest change in migration since the famine, except that this time it is a positive change. That is not the entire story however as there remains a sector that continues to migrate and there is an inadequate explanation as to why this might be the case. In Table 3, we see that the 15-24 group continue to emigrate and in four of the six years represented, they outnumber the amount that immigrate in that group. Why do so many continue to emigrate? Also the figure from the HEA report of eight percent finding a job abroad would appear to be quite high. This is an area that I believe deserves a lot more attention and I would suggest that it may have something to do with the group of people that King identified as “a new breed of economic nomads who, whilst quantitatively much less important than the mass labour migrations of the past, nevertheless wield enormous influence over the functioning of the global economy”. The data in Table 3 are by and large very good news and there is significant immigration in the 25-44 group and a much larger rise in the 0-14 group which suggests two things. Firstly that many of the people leaving in the 15-24 group return and not only that, but they tend to return with families. One final interesting point to note is that the year 2000 was the first year that the majority of the increase in overall population was due to immigration. One other clear aspect from the 2000 figures is the growth in people arriving from the ‘Rest of World’ category, representing a diversification of Ireland’s appeal beyond the traditional Western sphere.

Table 3 Estimated Migration Classified by Age


Emigrants
Immigrants
Net Migration

Persons
0-14
15-24
25-44
45-64
65+
Total
0-14
15-24
25-44
45-64
65+
Total



000


1995
1.2
22.6
8.5
0.8
0.0
33.1
5.3
8.0
14.6
2.6
0.7
31.2
-1.9

1996
0.9
21.4
8.1
0.7
0.0
31.2
6.6
10.9
16.9
3.6
1.2
39.2
8.0

1997
0.7
17.9
9.6
0.9
0.1
29.0
6.4
13.8
18.2
4.4
1.3
44.0
15.0

1998
1.4
11.8
7.0
1.0
0.0
21.2
7.2
12.0
19.1
4.2
1.6
44.0
22.8

1999
0.2
15.4
11.9
0.8
0.6
29.0
6.3
15.1
21.5
3.7
0.9
47.5
18.5

2000
0.5
12.2
8.5
0.7
0.7
22.3
5.0
14.0
19.6
3.0
0.7
42.3
20.0

This brings us to an important shift that occurred in the eighties that has yet to be analysed satisfactorily. The skills level of migrants leaving Ireland changed dramatically in the course of the eighties and suddenly we were exporting our best people. As Barrett points out it wasn’t so much an issue of being unemployed as being underemployed, as the economy could not provide enough highly skilled jobs to keep up with the supply. Ghosh termed this a brain spillover as opposed to a brain drain. The fact that the US and other New World countries restricted access on the basis of skills or family connections may have influenced the composition of Ireland’s human exports, but I suspect what is more important is the weakness of the UK and to a lesser extent the wider European economy, during the eighties. As 44 percent of our migrants went to the UK (1997 figures, quoted in Barrett, 1999), with a further 14 percent destined for the EU, I suspect that these may be more relevant factors.

One other idea I would like to bring into the analysis of the twentieth-century migration flows is the idea of Circular flows of migration. Ghosh argued that there were patterns of migration where groups moved within regions and intra-regional, leaving depressed economies for areas with employment and that these groups were likely to change with time. For example take Korea which used to export (and to a lesser extent still does) large quantities of its people to the Gulf States for example as they were resource rich but labour scarce, but now that their own economy has advanced so much Korea is giving active consideration to looking for people to come to Korea. The example also fits Ireland who for many decades had been sending people away, but now is looking for people to emigrate to Ireland.

5. Conclusion

There are a number of crucial areas that I believe would be interesting to look at in greater detail. I shall start with the most recent and work my way back in time so to speak. Ireland’s transition to a net recipient country is a mammoth change and one which requires an entirely new framework for the analysis of migration in Ireland and one which the government and academics have failed to arrive at a satisfactory position. The patterns of migration among young Irish people also needs attention and if jobs are not the issue then it is important to understand what is. In this vein it would be interesting to establish the extent to which emigrants that left during the eighties, have since returned. If it can be shown that indeed many have returned then there would be a case for accepting the notion of a brain overspill and it would be interesting to see what extra skills and other human capital advances that they came back with.

As Barrett concluded, the type of analysis required for migration in Ireland is no longer that of the periphery, but rather that of the core countries. I would agree with that to a point, but would add that core needs to be understood in a particular way. Ireland obviously does not have the same pull on capital, as do the large core countries in Europe, Asia and North America, but in terms of migration many of the issues may be the same. Ireland may most usefully be compared to other small open economies on the periphery of Europe, which desire to be effectively absorbed into the core. So while Ireland may have learnt from the Danish experience in the past (although admittedly followed a very different model) so too may countries such as Portugal, Greece possibly learn from the Irish experience.

The changing patterns and interactions between the seventies, the eighties and nineties also need to be explored as Ireland seems to have had a roller coaster ride with migration and we need to be confident that we have learnt the mistakes from the past. There is also a need for more up to date work on convergence and the causes of it. While it seems clear that Irish wages have converged on US wages and even exceeded European wages, it is not as clear as to why this has been the case. There is certainly some suggestion that much of it is due to technological appreciation, but the role of migration has also to be considered, especially when you take into account how net inward migration helped keep wages under control in the nineties and this improved competitiveness in the economy at a crucial stage
. 

Another area that I believe could be quite fruitful is that of Circles of Migration and how economies at various different stages of development interact with each other through migration. I would agree with Ghosh (1996: 107) when he calls for a greater understanding of the interconnections between sending and receiving countries. The First World is becoming increasingly selective as to who they take in and it is clear that they benefit
, but their responsibilities towards the sending countries are unclear. So while before there may have been some justification, because they were taking a representative sample of the sending population, if they just cherry-pick, the risk of a brain drain occurring rises. This is necessarily ambiguous, but I just intend to highlight a concern and suggest that there may be a need for further exploration.

Going back into history, I am interested in the period towards the end of the nineteenth century and the beginning of the twentieth. It may be that there is a tendency among Economists to look on the bright side of things and as a result we have an analysis of the late nineteenth century convergence and convergence towards the mid- to late-twentieth century. What is less evident is a body of research looking at why relative wages moved in the opposite direction in the period in between.

Another section which seems to warrant additional study is that of the interrelations between the Irish and UK labour markets, so while they seem to be quite well integrated insofar as there seems to be a direct relation between unemployment rates in the UK and GNP per capita here (and unemployment rates), as Barrett (1999: 21) said it is unclear what the exact mechanisms are. Understanding these mechanisms may help us to prepare for any shocks in the UK economy in the future.

Finally an examination of the reversal of convergence in the period between 1930 and 1960 is also warranted. In conclusion, I have found this a very interesting discussion and I believe that in a increasingly integrated (and populated) world that migration will be one of the key economic, social and political concerns of our time.
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� Ireland experienced net migration of 10,389 over the decade


� in a different context, he was referring to Sri Lanka


� That is aside from the period 1952-1964, when Irish real wages collapsed


� That is not to say that there is no cause for increasing wages, indeed it appears that a lot of sectors are having difficulty attracting the right people. Irish wages if they are to compete with other European centres, may have to start to appreciate quite rapidly, and we should not be unduly worried about some increases.


� Think for example of all of the fast-track programmes for IT graduates in various developed nations, including Ireland
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