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argues that policymakers implement more exclusionary or inclusive policies toward
migrants in response to exchange-rate fluctuations. Since exchange rates affect the
real value of remittances, exchange-rate depreciation of the host state’s currency
makes migration less valuable for existing and potential migrants, while exchange-
rate appreciation increases the degree of migrant pressure on the host state by
doing the opposite. This well-documented relationship between exchange rate
valuation and migration movements affects how host country governments craft
immigration policy. Under exchange-rate depreciation, policymakers will implement
more inclusive policies to deter the “exit” of migrants and maintain a stable supply of
labor. Under exchange-rate appreciation, increased migration pressures heighten
public anxiety over immigration in the host country, in turn causing policymakers to
restrict further immigration by implementing more exclusionary policies. Consistent
with the argument, the empirical results show that the purchasing-power-parity
(PPP) currency values of migrants’ home countries are positively correlated with
more pro-migrant policies in host countries.

“A survey by Britain’s largest Polish-speaking radio station at the end of last year
reported that almost 40 percent of migrant Polish workers would seriously consider
returning home if the exchange rate fell to four zlotys to the pound.” (Financial
Times, 25 May 2008; Taylor 2008).

Introduction

As of 2017, the number of international migrants is estimated to be 258 million or
roughly 3.4% of the world population. Nearly 57% of these migrants live in the developed
world, representing approximately 14.1% of the total population among high-income
countries." In response, policymakers of migrant-hosting states have implemented
“behind-the-border” immigration policies stipulating the extent of rights and benefits to
which migrants are entitled. Unlike immigration quotas and other entry-specific forms of

'Data from United Nations Department of Economic and Social Affairs (2017), International Migration
Report, 2017.
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immigration policy, these policies directly target immigrants who already reside in the
host state. More importantly, behind-the-border policies have proved instrumental not
only in attracting or deflecting new migrants, but also in incentivizing or discouraging
existing migrants to remain in the country (e.g., Fitzgerald et al. 2014).

It is well-documented that pro-migrant policies can be politically costly for policy-
makers owing to public concerns about labor-market competition (Borjas 2003; Hatton
and Williamson 2005, 2007), perceptions of migrants as a strain on fiscal resources
(Hanson et al. 2007; Neuman 1993; Razin et al. 2011), or views of immigration as
posing a cultural threat (Freeman 1995; Zolberg 1989; Hainmueller and Hiscox 2007,
2010). Yet, why do some countries pursue policies more favorable to immigrants while
other countries engage in more restrictive policies?

To explain the variation in migrant rights, the majority of the comparative immigra-
tion policy literature tends to focus on the domestic political factors of host countries,
such as political parties, the size of the immigrant electorate, and the role of labor
unions (Haus 2002; Watts 2002; Givens and Luedtke 2005; Koopmans et al. 2012). In
addition, because immigrants are often desired as an alternative source of labor, policy-
makers sometimes choose to liberalize certain aspects of immigration policy when
economic factors render the host country an unattractive destination for migrants
(Nikolova 2017; Peters 2019; Timmer and Williamson 1998). These domestic forces are
certainly important in explaining immigration-policy variation across countries and
over time. However, only a small group of scholars have examined how the dynamics
of the global economy shape policy responses to immigration (e.g., Peters 2014, 2015,
2017).

This article argues that policymakers implement more exclusionary or inclusive
policies toward migrants in response to fluctuations between their currencies and those
of their major migrant-sending countries. While high wages clearly attract migrants
(Massey et al. 1993; Abella 1995; Hanson and Spilimbergo 1999; Breunig et al. 2012;
Ortega and Peri 2013), migrants are also vulnerable to exchange-rate devaluation since
they send a large portion of income to their families back home as remittances
(Clemens 2011; Hanson and Spilimbergo 1999; Mishra and Spilimbergo 2011; Singer
2010; Yang 2008). Many migrants therefore prefer to work in countries where they can
enjoy highly valued currencies since this increases the real value of remittances.
Conversely, when exchange-rate shocks negatively affect migrants’ real income earned
in the host country, migrants may consider returning home or moving to other destina-
tions. For these reasons, exchange-rate depreciation is likely to deter future immigration
(Hanson and Spilimbergo 1999; Mishra and Spilimbergo 2011) while exchange-rate ap-
preciation increases migration pressures on host states through both formal and informal
channels.

Considering the importance of exchange rates in understanding cross-border migra-
tion patterns, persistent changes in exchange-rate movements can shape policymakers’
responses toward existing and prospective immigrants. On the one hand, exchange-rate
depreciation and subsequent rises in return migration force businesses to pay higher
wages or seek additional labor in the short term (Mishra and Spilimbergo 2011). In
efforts to deter this threat of “exit” and maintain a stable supply of labor, policymakers
can implement inclusive policies by offering political rights and other types of social se-
curity to migrants. An example of inclusive policies is to implement integration policies
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that allow immediate family members to enter the host state. This would eliminate the
need to send remittances altogether while encouraging migrants to seek long-term
residence. Combined with more inclusive social and cultural rights, these “integration”
policies increase the likelihood that migrants remain in host states (Ortega and Peri
2013; Fitzgerald et al. 2014; Alarian and Goodman 2017), and eventually reduce their
dependence on remittances and their sensitivity to exchange-rate fluctuations.

On the other hand, exchange-rate appreciation increases the volume of immigration,
which fuels voter anxiety over immigration. This induces policymakers to restrict the
number of immigrants through entry barriers as well as exclusionary policies. These
measures include reducing or eliminating the extent to which migrants are entitled to
social provisions and legal privileges. In addition, states may implement more aggres-
sive policies, such as border apprehensions and deportation raids to remove undocu-
mented immigrants and discourage potential migrants.

One observable implication based on the dynamics described above is a positive rela-
tionship between the value of sending states’ exchange rates and the extent to which
migrants are entitled to inclusive policies in the host state. I evaluate this claim using a
cross-sectional dataset with the available data on migrant rights in ten European liberal
democracies between 1980 and 2008. I also introduce a new country-level measure—
the migrant-weighted exchange rate (MRER)—which I construct by summing each
country’s bilateral nominal exchange rates weighted by migrant shares and adjusted for
the effects of inflation. This measure offers a new method for capturing the importance
of exchange-rate fluctuations as it relates to total remittance flows. The results support
that the host state’s treatment of immigration depends on the exchange rate of that
country relative to its largest migrant-sending countries. This finding illustrates the
connection between global economic shocks and changes in immigration policy.

Exchange-rate shocks and immigration policy

To influence migration patterns, states can restrict or expand the scope of social
entitlement to immigrants, including eligibility for social welfare benefits, citizenship
requirements, access to housing, unemployment protection, and deportation criteria.
Several works demonstrate how the expansion of these rights affect immigration
patterns. Looking at the “tightness” of immigration policy, Ortega and Peri (2013) find
that unfavorable immigration policies, including immigration quotas and national
policies toward existing immigrants, reduce immigration inflows. Others find favorable
immigration policies, such as dual citizenship policies, increase immigration flows by
allowing migrants to retain rights and benefits granted in their native countries
(Fitzgerald et al. 2014; Alarian and Goodman 2017).

Owing to the credible exit option held by migrants (Hirschman 1970; Gelbach 2006),
behind-the-border policies are likely to change in response to adverse economic condi-
tions that disproportionately affect foreign workers in the host state. Temporal trends
in exchange rates are an important consideration of migrant workers since they affect
the real value of remittances sent to their home countries. In particular, negative ex-
change shocks—or when the currency of the destination country depreciates—decrease
the real value of migrant remittances. For instance, the weak U.S. dollar eroded the
peso value of Filipino workers’ salaries by 20 to 25% since 2000 (Landingin 2007). This
leads not only to a direct loss in real income, but also puts limits on how much a



Shin Comparative Migration Studies (2021) 9:21 Page 4 of 16

household can invest in education since families often employ their children immedi-
ately in the workforce to compensate for lost earnings in the near term (Yang and Mar-
tinez 2006; Yang 2008). If depreciation in the exchange rate persists as a trend, existing
migrant workers may be inclined to leave host countries while potential migrant
workers are deterred from emigrating to that country in the first place (Hanson and
Spilimbergo 1999; Mishra and Spilimbergo 2011).

Although not all migrants are economically-driven, the large volume of remittances—
both in absolute terms and relative to other sources of capital for developing economies
(Kapur 2005; Yang and Choi 2007)—suggests that the exit of migrant workers resulting
from exchange-rate depreciation can be substantial. Several empirical studies demon-
strate this point. Using the example of Filipino migration during the Asian financial
crisis, Yang (2006) finds that a 10% depreciation of the Philippine peso led to a 1.4%
reduction in annual return migration.

Conversely, the appreciation of the host country’s currency can be attractive to
migrant workers and their families. When Mexico devalued the peso against the U.S.
dollar in 1994, many voters in the U.S. worried that the depreciating Mexican peso
would increase undocumented immigration into the U.S. Hanson and Spilimbergo
(1999) find that the appreciation of the U.S. dollar relative to the Mexican peso spurred
an increase in the volume of illegal migration across the U.S.-Mexico border.” In
response, the Clinton administration implemented a series of reforms, including the II-
legal Immigration Reform and Immigration Responsibility Act of 1996. While the bill
was designed to strengthen existing immigration laws, it also increased the penalties for
unauthorized immigration by monitoring overstayed visas, imposing criminal charges
for fraudulent papers, and deportations for felonies and misdemeanors. The increasing
volume of illegal immigration, and the subsequent policy responses, contributed to the
rise of “the raid mentality” in the U.S. which sought to invoke extreme measures
against undocumented immigrants (Tirman 2015).

The Clinton administration’s immigration reforms made deportation a highly plaus-
ible reality for many; immigrants saw an increased number of causes and actions that
could make them more deportable. Compared to the number of immigrant removals
during the George H.W. Bush administration (141,326), the Clinton administration
increased the number of deportations by 728,320, totaling 869,646—most of which
occurred before the dot-com bubble (Nowrasteh 2019). As the Mexican peso remained
substantially devalued until 2004, the George W. Bush administration—coming into of-
fice in the wake of the dot-com crash—deported over 2 million undocumented individ-
uals, an increase of over a million from the previous administration (Nowrasteh 2019).
The Mexican peso crisis illustrates the long-term consequences of currency devaluation
in shaping migration patterns at the U.S.-Mexico border and the subsequent immigra-
tion crackdown implemented by the U.S. government.

The U.S.-Mexico case illustrates that an excessive immigration surplus can be politic-
ally costly for policymakers of advanced democracies where anti-immigrant sentiment
is prevalent among their native citizens. However, the loss of migrant workers can be

*Table A3 of the Additional file 1 shows a negative and statistically significant correlation between
appreciation in a country’s real effective exchange rate (REER) and emigration flows. In these models, I
regress emigration flows (logged) on annual changes in a country’s real effective exchange rate from 1964 to
2008. Annual changes in a sending country’s currency value exhibit a negative correlation with emigration.
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also detrimental to the political survival of incumbents since policymakers must also
respond to powerful domestic interests in favor of immigration. The pro-immigration
coalition typically includes firms relying on foreign labor—both unskilled and skilled—
who require an adequate supply of labor to remain competitive.®> With a diminished
supply of foreign labor, firms incur a variety of losses, including short-term wage in-
creases and high transaction costs associated with seeking new workers (Aydemir and
Borjas 2007; Mishra 2007; Mishra and Spilimbergo 2011). For instance, Aydemir and
Borjas (2007) find that a 10% decrease in the labor supply caused by emigration is
associated with a 3 to 4% increase in wages. These rising costs of labor can jeopardize
the competitiveness and essential operation of firms. As pro-immigration interests
often have political access to legislators (e.g., Facchini et al. 2011), the adverse effects of
currency depreciation on labor costs can pressure governments to take corrective pol-
icy measures to attract and retain migrant workers.

Therefore, the variation in migrant-related policies should be connected to how
exchange-rate shocks affect migration incentives. Indeed, Western liberal democracies
exhibit a wide variation in immigration policy provisions, in terms of labor market mo-
bility, the right to family reunion, and political participation. In most liberal democra-
cies, basic rights to life, liberty, and property are guaranteed for all individuals
regardless of their citizenship status. For instance, Title VII of the Civil Rights Act of
1964 prohibits discrimination in employment on the basis of sex, race, color, national
origin, and religion in the U.S. The Supreme Court ruled that Title VII applies to non-
citizens in Espinoza vs. Farah Manufacturing Company. Furthermore, the European
Convention on Human Rights (ECHR) implies that “all migrant workers admitted for
employment in Council of Europe member states are covered its provisions irrespective
of their country of origin” (Cholewinski 2004). Yet, the courts and governments have
also maintained that non-citizen immigrants are not entitled to the same rights of citi-
zens. For instance, migrants may not be fully eligible for state resources for education,
welfare benefits, or employment-related protection, depending on the countries where
they reside.

It is important to note that while immigration policies should most strongly alter in-
centives for permanent migration, such policies are also likely to influence temporary
migrants who are particularly affected by exchange-rate fluctuations. As Fitzgerald
et al. (2014) show, short-term bilateral migration flows are quite responsive to changes
in immigration policy restrictiveness and citizenship policies. In addition, the distinc-
tion between temporary and permanent migration is not as clear cut in practice as it is
in theory. Historical examples of guest-worker programs illustrate this point. Even
though the rights of guest workers to residency, employment, and social benefits were
time-restrictive, many guest workers in Europe during the 1970s and braceros in the
U.S. during the 1960s decided to remain in their host countries permanently (Reichert
and Massey 1980, 1982). In fact, following the expiration of European guest-worker
programs during the economic turmoil of the 1970s, foreign populations rapidly in-
creased in guest-worker destinations with many workers bringing their families
(Reichert and Massey 1982, p. 4). Thus, when migrants decide whether to remain

3See Freeman 1995; Money 1997; Facchini et al. 2011; Peters 2014, 2015, 2017.
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in host countries, they take into account the host country’s immigration regime
since it has important ramifications for their long-term status.

To summarize the argument, negative exchange rate shocks decrease incentives to
migrate to a country while also increasing incentives for existing migrants to leave the
country. This is worrisome for business interests relying on foreign labor since a dimin-
ished supply of migrant workers increases the costs of labor. In order to placate
concerns of labor-intensive firms then, policymakers pursue policies that improve the
rights and treatment of immigrants and foreign residents. In this sense, domestic
policies directed toward immigrants can be attributed to policymakers' self-interested
desires to retain and attract migrants, precisely when exchange-rate depreciation
diminishes the incentives to migrate to the country. At the same time, policymakers
also worry about potential electoral punishment by voters when exchange-rate appreci-
ation increases the volume of immigration into their countries. Taken together, I
propose the following hypothesis:

Hypothesis: A decline (an increase) in the migrant-receiving country’s currency
value relative to migrant-sending countries’ currencies leads to more expansive
(more restrictive) policies toward immigrants in the migrant-receiving country.

Empirical analysis

To examine the determinants of migrant rights, I use a cross-sectional dataset of ten
Western European countries in 1980, 1990, 2002, and 2008. Data on national policies
concerning migrant rights and other accommodative policies are scarce. For the main
results, I use data from Koopmans et al. (2012). This dataset does not have annual ob-
servations but provides a broad coverage of migrant rights in ten advanced industrial
democracies where immigration flows are both large and politically salient. For recent
years, the percentage of immigrants in these countries constitutes roughly 10% on aver-
age although there is some variation across countries and over time. For instance, one
out of five individuals in Switzerland is an immigrant—the highest percentage in the
sample. Although Norway’s immigrant network was relatively small in the beginning of
the 1960s, the country has experienced steady flows of immigrants over the past 50
years, reaching a 10% immigrant-to-population ratio in the 2000s.

It is still important to be aware of the limits of the empirical analysis. Specifically,
cross-sectional data limits the ability to analyze the effect of exchange fluctuations on
within-country changes in immigration policy over time. Thus, the main empirical ana-
lysis instead aims to explain cross-national variation in immigration policy—although
some temporal variation is present in the analysis. For robustness checks, I later esti-
mate models using alternative measures of immigration policy—including from Peters
and Shin (2021), and the Immigration Polices in Comparison (IMPIC) project—which
are shown in Table 3. These alternative measures are available annually but are less re-
fined in terms of policy specificity.

For the key independent variable, I introduce a new country-level measure labeled as
the migrant-weighted real exchange rate (MRER). I construct this measure using data
on the ratio of purchasing power parity (PPP) conversion factor to market exchange
rate, weighted by bilateral migration stocks (World Bank 2014). The ratio is also known
as the national price level, indicating how many dollars one needs in order to buy a
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dollar’s worth of goods in the country of interest (i.e., a migrant-sending country) as
compared to the U.S. This measure makes it easy to standardize and compare various
migrant groups’ values of returning home and to interpret the coefficient of MRER.
The MRER is formulated as follows:

", PPP/e;
— 7t ]
MRER;, = ;Mt BPP /ey

where MRER;, is the migration-weighted real exchange rate (averaged across all years
since t-1) of country i for time ¢,* M/’ is the number of foreign-born nationals from
country j as the percentage of the total immigrant stock in country i in year t, PPP/e;,
is the PPP conversion factor to market exchange rate ratio of country j as compared to
the U.S. for time ¢, and PPP/e;, is the PPP conversion factor to market exchange rate

ig;z indicates the PPP

ratio of country i as compared to the U.S. for time ¢. Therefore,

conversion factor to market exchange rate ratio of country j as compared to country i.
In short, the migration-weighted real exchange rate is the sum of bilateral nominal
exchange rates weighted by migrant shares and adjusted for the effects of inflation.
MRER within the sample ranges from 0.339 to 0.848 with a mean of 0.597, indicating
that migrants tend to emigrate from countries where the cost of living is relatively inex-
pensive in terms of the PPP conversion factor and the market exchange rate.’

Figure 1 illustrates the MRER trend for each immigrant destination. For instance, the
UK’s MRER shows a sharp rise during the global financial crisis. This trend is indicative
of the British pound’s sudden depreciation in 2008—a higher value of MRER—relative to
the currencies of the UK’s largest migrant-sending countries, such as Poland and India.
From the beginning of 2007 to the beginning of 2011, the pound-rupee (GBP/INR) ex-
change rate decreased from 87.1 to 69.3. Over the same period, the pound-zloty (GBP/
PLN) exchange rate declined from 5.7 to 4.6.° It is also worth noting that similar dynamics
appear to be unfolding in the UK today. The post-Brexit depreciation of the British pound
has caused many Polish immigrants to question their stay in the country. As one Polish

«

immigrant explains, “ ... the worst thing is that we had already been thinking about going
back, and the decline of the pound means we lost a lot of money.”

The U.S. exchange rate relationship with major migrant-sending countries—particu-
larly Mexico—can also be observed in Fig. 1. The sudden dip in the United States’
MRER—the appreciation of U.S. dollar—in the early 1980s coincides with the Latin
American debt crisis, when the currencies of Mexico and other major Latin American
migrant-sending countries depreciated drastically. Similar to the UK, the U.S. MRER
trended slightly upward around 2008. This change, however, was much more moderate
relative to the UK, which can be attributed to the persistent strength of the U.S. dollar

throughout the global financial crisis.

“Since bilateral migration stocks are only available at decade intervals, I use 1980, 1990, 2000, 2008
(interpolated) migration weights for 1980, 1990, 2002, and 2008 exchange rates, respectively.

®In Tables A12 and A13 of the Additional file 1, I substitute in delta variables for MRER that measure
absolute and percentage changes in MRER;, between time points.

Exchange-rate data comes from the International Monetary Fund’s Exchange Rate Archives.

"“Poles see dwindling economic benefit of living in Britain.” Reuters. Anna Koper and Barteczko. September
12, 2017.
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Fig. 1 MRER Trends in High-Income Immigrant Destinations

Considering that the dataset is not yearly, a potential problem is that movements in
MRER are “smoothed” out over time—that is, short-term exchange rate fluctuations be-
tween time ¢ and time ¢+ I will not be observed if short-term appreciation (depreci-
ation) in MRER is offset by short-term depreciation (appreciation) in MRER within the
same time frame. Without annual data on migrant rights, the analysis is restricted to
looking at how long-term overall trends in MRER affect migration policies. Nonethe-
less, it is important to be aware of how this limitation may affect the statistical results.

To the extent that this problem is present, smoothing out MRER is likely to bias
against finding support for the argument. For instance, if gradual appreciation in
MRER is suddenly offset by steep depreciation at the end of the time period, one might
still expect immigration policy to shift in a more open direction. This is because legisla-
tion is more likely to respond to long-term trends rather than short-term exchange rate
fluctuations. However, given that no long-term change in MRER would be observed in
this scenario, any changes in migration policy could not be attributed to MRER. In
other words, if significant changes in MRER are being averaged out within each time
frame, we would observe that changes in migration policy occur when there is no ob-
served overall change in MRER, thus increasing the chance of Type II (false negative)
error.

Data for other independent variables come from various sources. Data on the vote
share of right-wing populist parties are from Swank (2014)’s Comparative Parties Data-
set, primarily based on the classifications in Castles and Mair (1984). Data on immi-
grant vote shares are drawn from Koopmans et al. (2012). Economic variables are
collected from various sources including the Organization for Economic Cooperation
and Development (OECD), the World Bank, and the Bank for International Settle-
ments. Since I do not have annual data for the dependent variable (i.e., migrant rights),
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I use the average values of independent variables between observed values of migrant
rights unless noted otherwise. For instance, when estimating the dependent variable in
year 1990, I use the average values of MRER and all control variables from 1980 to
1989.%

I estimate all models using an ordinary least square (OLS) regression with panel-
corrected errors (Beck and Katz 1995). All models include year fixed effects to control
for time trends and other global-level factors, such as international human rights norms
or global commodity price shocks. Some models include the lagged dependent variable
or country fixed effects, but not both given the short time panel (7' =4) and the result-
ing Nickell bias (Nickell 1981). The functional form of a panel data model is as follows:

Yie = By + ByMRER; + Z(ﬁk Control Variable ;. - 1)Jt) + Year Fixed Effects + &;
k=2

where Y}, is a measure of migrant rights from Koopmans et al. (2012).°

The hypothesis predicts that as the value of a sending state’s currency increases
(decreases), migrants gain (lose) more benefits and rights in receiving states. I control
for a list of factors that are associated with MRER and may also relate to the dependent
variable. I first include the migration-weighted GDP per capita of sending states to
account for the level of economic development in migrants’ home countries. Poor
countries tend to have lower currency values when adjusted for inflation and the
consumer price index. Since return migration is less attractive for migrants originally
from impoverished countries, policymakers may discriminate against migrants from
these countries when responding to exchange rate fluctuations.

Next, I control for a variety of domestic factors, such as the population share of im-
migrants who can vote (i.e., immigrant electorate), trade union density, and the vote
share of right-wing populist parties. While labor unions had historically opposed immi-
grants (Goldin 1994), many trade unions in the U.S. and Europe have chosen to include
immigrants as members by opposing certain restrictive immigration policy measures in
the late twentieth century (Haus 2002; Watts 2002). Therefore, I expect the coefficient
of the union variable to be positive. I also include the right-wing populist party vote
share as a proxy for nativism with an expectation that its coefficient is negative. I ex-
pect the coefficient of immigrant electorate to be positive since policymakers are more
likely to accommodate immigrant interests when they are more electorally accountable
to immigrants. I include these variables because they may be correlated with MRER
and can potentially explain variation in the dependent variable. Both a higher degree of
trade union density and a larger size of the immigrant electorate can attract migrants
from high-MRER countries and may have a causal effect on the dependent variable.
Similarly, a higher right-wing populist vote share may reduce net immigration from
high-MRER countries as migrants with exit options may not tolerate rising anti-
immigrant sentiment (e.g., Fitzgerald et al. 2014).

8Similarly, I use 1970-1979, 1990-2001, and 2002-2007 for 1980, 2002, and 2008, respectively. For
alternative dependent variables that have annual observations, I use annual MRER values.

9Koopmans et al. (2012) provide indicators on (1) Individual Equality dimension; (2) Nationality Acquisition;
(3) Expulsion; (4) Marriage Migration; (4) Anti-Discrimination; (5) Political Rights; (6) Cultural Dimension;
and (7) Cultural and Religious Rights. Detailed descriptions of these indicators are provided in Table A2 in
the Additional file 1.
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As a first-cut analysis, I test the hypothesis with Individual Equality Dimension as the
dependent variable. Koopmans et al. (2012) constructs this weighted variable of migrant
rights by averaging Nationality Acquisition (double-weighted), Expulsion, Marriage
Migration, Access to Public Service Employment, Anti-discrimination, and Political
Rights. Following a discussion of these results, I also provide additional tests for these
individual indicators in the Additional file 1.

The results for Individual Equality Dimension are reported in Table 1. Model (1)
includes MRER as the only explanatory variable, with year fixed effects. Additional
controls are then added in Models (2) through (5) in Table 1 and Models (6) through
(8) in Table 2 to demonstrate the robustness of the results. Consistent with the hypoth-
esis, the sending state’s exchange rate level is positively associated with the extension of
migrant rights in all models. In Model (2), a .1-unit increase of MRER leads to a 0.157-
unit increase in Individual Equality Dimension (p <0.01). This is a substantively
important change given that the dependent variable ranges from -0.69 to 0.57. The
evidence for the effect of GDP per capita on the dependent variable is mixed across the
models. The coefficient of sending states’ GDP per capita is consistently positive, but
only reaches statistical significance in Model (5).

There is also some evidence that the size of the immigrant electorate is positively cor-
related with the dependent variable. Since the dependent variable includes the ease of
acquiring citizenship, this relationship may not necessarily be causal. When migrants
can acquire citizenship easily, the immigrant electorate should naturally expand. Trade
union memberships are also positively associated with migrant rights. As previously
mentioned, trade unions in Europe have grown weary of social dumping through which
migrants often are paid lower wages than native workers. Instead of spending their

Table 1 Individual equality dimension (1980-2008)
M (2 3) (4) (5

Individual Equality 0.774% (0.080)

Dimension, _;

MRER; 1697° (0470) 1566 (0433)  1.046° (0319) 04579 (0.254) 0.797° (0.322)
GDP per Capita; 0.007 (0.012) 0.009 (0.018) 0.010 (0.013) 0.0387 (0.009)
(USS in Thousands)

Immigrant Electorate; 0.0357 (0.008) 0.005 (0.008) 0.031° (0.016)
Trade Union Density; 0.005¢ (0.003) —0.001 (0.007) 0.000 (0.003)
Right-Wing Populist —0.026° (0.011) —0.007¢ (0.004) 0.002 (0.004)
Vote Share;

Year 1990 0.085% (0.000) 0.076% (0.016) 0.048° (0.029) —0.013 (0.023)
Year 2002 0294° (0015)  0.257° (0.060)  0.274° (0.124) 0.087¢ (0.051) —0.055 (0.056)
Year 2008 0266 (0.013)  0.187 (0.133) 0.164 (0.225) —0.128 (0.123) —0.374° (0.116)
Country Fixed Effects v

Year Fixed Effects v v v v v
Observations 40 40 40 30 40

Countries 10 10 10 10 10

R 0304 0.306 0.529 0912 0.941

Ordinary least square analysis of Individual Equality Dimension, measuring the extent to which migrants are entitled to
various rights other than cultural and religious rights. The constant is included, but not reported in the table. Panel-
corrected standard errors are in parentheses. 2, ®, €, and ¢ indicate statistical significance levels of .1, 1, 5, and 10

percent, respectively
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Table 2 Individual equality dimension robustness checks (1980-2008)
(6) (7) (8)

MRER; 0.374° (0.161) 0.883° (0.352) 0.3599 (0.206)
GDP per Capita; (US$ in Thousands) 0.083° (0.018) 0.046° (0.013) 0.078% (0.016)
Immigrant Electorate; 0.070% (0.020) 0.027 (0.018) 0.057 (0.037)
Trade Union Density; 0.008° (0.004) —0.003 (0.004) 0.010° (0.005)
Right-Wing Populist Vote Share; 0.003 (0.005) 0.002 (0.004) 0.004 (0.005)
Polity Score; 0.125% (0.016) 0.115% (0.018)
GDP per Capita; (USS in Thousands) 0.003 (0.008) 0.008 (0.011)
GDP Growth; —3.675 (3418) —3.902 (3.642)
Real Effective Exchange Rate; 0.000 (0.003) 0.001 (0.004)
Immigration Policy; 0.032 (0.072) 0.027 (0.070)
Ln (Population); 0.647 (1.079) 0.862 (1.396)
Population Share of Immigrants; 7406% (1.368) 7.993% (1.575)
Colonial Migration % from j in i —0474% (0.252) -0.010 (0427)
Linguistic Proximity between i and j —0.057 (0.101) 0.155 (0.248)
Country Fixed Effects v v v

Year Fixed Effects v v v
Observations 40 40 40

Countries 10 10 10

R’ 0976 0943 0977

Ordinary least square analysis of the Individual Equality Dimension, measuring the extent to which migrants are entitled
to various rights other than cultural and religious rights. The constant and year fixed effects are included, but not
reported in the table. Panel-corrected standard errors are in parentheses. *  and ¢ indicate statistical significance levels
of .1, 5, and 10%, respectively

political capital on entry restrictions, trade unions have become proponents of migrant
rights to combat employers’ tendency to take advantage of migrant workers.

In Model (4), I include the lagged dependent variable to address the possibility that
policies of migrant rights tend to persist over time within each country. The coeffi-
cients of many of the controls are no longer statistically distinguishable from zero, and
the sign of the coefficient for Trade Union Density reverses, possibly because these
variables are largely time-invariant (Achen 2000). Nevertheless, the coefficient of MRER
is still positive and statistically significant at the 0.10 level. Model (5) includes country-
fixed effects while excluding the lagged dependent variable. The results from Model (5)
still lend support for the argument that a higher value of MRER is positively associated
with the expansion of migrant rights. Across the models, we see that year fixed effects
have positive, statistically significant coefficients, indicating that migrant rights have im-
proved over time compared to the baseline year, 1980.

Table 2 provides robustness checks for Individual Equality Dimension. First, I include
the migration-weighted polity score of sending states in Model (6). Model (6) also con-
trols for the economic characteristics of host states, including GDP per capita, GDP
growth, the natural log of population, and the population share of immigrants. I also
added the real effective exchange rate (REER) of host states to Model (6). Similar to
MRER, REER is the average of a country’s currency relative to the currencies of its
major trading partners, adjusted for the effects of inflation. There is some evidence that
import-competing firms and exporters lobby for compensatory policies when high
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exchange rates reduce their competitiveness (Broz and Werfel 2014). The results indi-
cate no evidence of a correlation between REER and the dependent variable. In
addition, there is no significant correlation between MRER and REER (0.185) because
they are weighted by bilateral migration stocks and trade flows, respectively.

I next control for the immigration policy variable concerning entry restrictions in
Model (6).° There has been much debate about whether countries with more restrict-
ive entry policies provide their immigrants with more rights or vice versa (Ruhs 2013).
Since MRER can potentially affect entry restrictions by shaping migration patterns,
including the immigration policy variable in the regression provides an additional
robustness check. For instance, countries that grant more rights to migrants may have
selective immigration policies at the border. These entry restrictions may attract only
migrants from countries that either are wealthy or have higher values of MRER.
Controlling for immigration entry criteria addresses this endogeneity concern.

In Model (7), I include other characteristics of sending states, including the share of
migrants from former colonies and the linguistic proximity between receiving and
sending states’ official languages. For instance, former colonies of host states may have
unobservable factors that shape both migration flows into their former colonial powers
and how host states treat their former colonial subjects through the provision of
migrant rights. In Model (8), I include the control variables of both Models (6) and (7).
Across all models, the coefficient of MRER remains positive and statistically distin-
guishable from zero within the 95- or 90% confidence interval.

Finally, I use three modified measures of MRER to replicate the results of Table 1.
First, Table A11 of the Additional file 1 presents the results estimating the relationship
between migrant rights and MRER volatility as an additional covariate. In Table A12, I
difference the MRER variable to regress Individual Equality Dimension on changes in
MRER. In Table A13, I use percentage changes in MRER as the explanatory variable.
These results lend support for the hypothesis in the model specifications that include
country fixed effects. Detailed discussion on these results can be found in the Add-
itional file 1.

Alternative dependent variables

In this section, I present results using alternative measures of the dependent variable. I
examine the correlations between MRER;; and immigrant rights as measured and coded
by Peters and Shin (2021) and the Immigration Policies in Comparison (IMPIC) Project.
These two alternative dependent variables provide adequate robustness checks because
they provide comprehensive yearly time coverage across countries despite their lack of
details on policy dimensions. From the Peters and Shin (2021) and the IMPIC datasets, I
take variables that are close proxies for the Individual Equality Dimension. Table 3 reports
the results.

Model (9) reports the results using the data from Peters and Shin (2021). The
dependent variable in this model is a continuous measure of the policy scope of immi-
grant rights. A score of 1 indicates few immigrant rights, and a score of 5 indicates par-
ity with citizens. At 1, immigrants are confined to the job they have and must leave the
state if they leave the job. They have no political rights, no rights to public goods, and

19The immigration policy variable comes from Peters (2015) and Shin (2019).
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Table 3 Immigrant rights — alternative dependent measures
9) (10) (11)

Peters and Shin IMPIC (OLS) IMPIC (Ordered Probit)
MRER; 0.548% (0.166) 0.643% (0.081) 39687 (2.188)
GDP per Capita; (US$ in Thousands) 0.021¢ (0.010) 0.011° (0.003) 0.050 (0.041)
Trade Union Density; 0.0057 (0.001) —0.001 (0.001) 0.000 (0.012)
Right Wing Populist Vote Share; —-0.018 (0.006) —0.006" (0.001) —0.065 (0.047)
Year Fixed Effects v v v
Observations 533 526 526
Countries 17 17 17
R’ or Pseudo R’ 0096 0278 0261

Ordinary least square analysis of Immigrant Rights in Models (9) and (10) and ordered probit analysis in Model (11).
Model (9) shows results using the immigrant rights variable in the Peters and Shin (2021), and Models (10) and (11) show
results using the IMPIC indicator of whether migrants can vote in a national election. In Models (10) and (11), the
dependent variable was recoded so that more migrant rights are coded high. The constant is included, but not reported
in the table. Panel-corrected standard errors are in parentheses for Models (9) and (10), and clustered standard errors on
country are in parentheses for Model (11). 2, ®, €, and ¢ indicate statistical significance levels of .1, 1, 5, and

10%, respectively

cannot own property. At 5, immigrants have the same access to these rights and goods
as natives do. I find that higher levels of MRER;; are positively associated with more ex-
pansive migrant rights in a country.

Models (10) and (11) use data from the IMPIC Project. The IMPIC Project contains
panel data on migrant voting rights from 1980 to 2010. For these models, I use a meas-
ure of migrant voting rights in national elections. The measure lies on a scale of 0-1,
where 0 indicates no right, .5 indicates a discriminatory right, and 1 indicates a univer-
sal right."* Model (10) uses an OLS regression with panel-corrected standard errors,
and Model (11) uses a more precise ordered probit model. Like the other measures, I
find a positive correlation between MRER;; and the right to vote. This implies that as
MRER; increases, there is an increased probability of migrants gaining a universal right
to vote in national elections. For instance, using estimates from Model (11), a 1 SD in-
crease in MRER;; from its mean is associated with an approximately 15 percentage-
point increase in the likelihood of the right to vote.'>

Aside from Peters and Shin (2021) and the IMPIC Project, other datasets on migrant
rights include the Determinants of International Migration (DEMIG) Policy Data, the
Migrant Integration Policy Index (MIPEX), and data from Ruhs (2013). DEMIG,
MIPEX, and Ruhs (2013) present valuable data but are not adequate data sources for
operationalizing the hypothesis of this article. For DEMIG, the unit of analysis is a
change in a country’s migration policy in a given year, noting how the policy shifted.
This means that the dataset does not tell us anything about the level of migrant rights
but only changes of these values over time. The MIPEX dataset is also problematic
since it does not provide a large number of observations. MIPEX’s most comprehensive
dataset includes only years 2013 and 2014.

"This is recoded from the original data, where a 0 indicates a universal right, and 1 indicates no right. It is
recoded so that it can be interpreted similarly as the other models, where more inclusive migrant rights are
coded higher values.

This estimate is obtained when holding all other covariates at their means.
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Lastly, hypothesis testing for the argument of this article requires a country-year unit of ana-
lysis. Neither DEMIG nor Ruhs (2013)'s dataset meets this requirement. Moreover, these data-
sets cannot be easily configured into a panel format. While DEMIG looks solely at annual
changes in migration policy rather than levels, the Ruhs (2013) dataset has a unit of analysis at
the program level, assessing only how certain programs have affected migrant rights. For these
reasons, both of these alternative measures cannot provide useful robustness checks.

Discussion and conclusion
The argument of this article relies on the assumption that migrants send remittances to
their home countries. This assumption may not be plausible for immigrants who have set-
tled permanently in host states and immigrants who have become citizens. Although I have
used the number of foreign-born individuals to calculate MRER, the pool of foreign-born
individuals includes both those who immigrated several decades ago and others who have
come more recently. Although this complicates the empirical analysis, the following justifica-
tion may alleviate some of this concern. First, mass migration to and within Europe is rela-
tively new, starting with guest-worker programs after the Second World War. Given the
time coverage of the sample, immigrants and their countries of origins used to calculate
MRER reflect these growing immigration communities. Second, existing migrant communi-
ties facilitate new migration inflows from their home countries by reducing transaction costs
(e.g., Massey et al. 1993). In this regard, the migrant stock variable represents transnational
networks through which migration patterns shift in response to exchange-rate fluctuations.
This article makes two important contributions to the political economy of migration.
First, it emphasizes the importance of exchange rates in studying the politics of migration.
Changes in exchange-rate levels have significant consequences on migrants’ living stan-
dards, their migration decisions, and labor market outcomes when their families back home
are heavily dependent on remittances as a source of income. While the role of remittances
has recently experienced a surge of scholarly attention, the most important price for remit-
tances—the exchange rate level—has been often overlooked in the political economy litera-
ture. Given the economic significance of migrant workers in liberal democracies, the
political and economic ramifications of remittances and relevant exchange rates deserve
careful attention in studying national policy making. This article is the first attempt to assess
the policy implications of exchange-rate levels with respect to domestic migration policy.
Second, this article is part of a growing literature on how the dynamics of the global econ-
omy shape immigration policies (Peters 2015, 2017; Shin 2017, 2019). As multinational cor-
porations depend on their manufacturing plants across the globe and foreign markets, labor
market stability has become one of the most important objectives in international business.
As unexpected exchange rate shocks lead to changes in wages and create labor shortages,
business interests have been proactive to demand corrective immigration policies. Consider-
ing the growing scholarly interest in the politics of migration within the framework of inter-
national political economy, this article offers a promising venue for future research to study
the factor mobility of goods, capital, or people in relation to one another.
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