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Abstract 

This discussion evaluates the new framework developed by Basso, Mathur, and Peri to 
assess the labor-market and growth effects of immigration in OECD countries. It examines 
the framework's novelty, as well as the strengths and limitations of its data and empirical 
strategy for identifying the effects of immigration on economic growth, with particular 
attention to the European context. The main comments concern the construction of the 
dataset—especially the choice to focus on net rather than gross migration flows—and the 
identification strategy. The discussion then highlights several additional channels that merit 
consideration, including migration's role in promoting trade and foreign direct investment, 
facilitating knowledge diffusion, and shaping the political-economy feedback between the 
skill composition of immigration and the rise of right-wing populism. 
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Introduction 

The paper by Basso, Mathur, and Peri makes three principal contributions. 

First, it assembles a novel dataset on net migration inflows to OECD countries over the 
period 1990–2024, disaggregated by origin country and skill level (high versus low). The 
data reveal two important structural trends: a secular increase in the skill composition of 
immigration and a marked shift toward migrants originating from non-OECD countries (i.e., 
South–North migration). 

Second, the paper provides an empirical analysis of the determinants of net migration 
inflows. The findings are largely inconclusive. Conventional push factors, such as adverse 
economic conditions in origin countries, and pull factors, such as diaspora networks, exhibit 
limited explanatory power. Against this backdrop, the weakly significant role of 
immigration policies is all the more noteworthy. 

Third, and most importantly, the paper presents an empirical assessment of the effects of 
immigration on economic growth using Jordà's (2005) local projections methodology, 
applied to immigration for the first time. The results indicate that immigration has positive 
effects on population, income per capita, labor productivity, and total factor productivity, 
with no evidence of diminishing returns. These gains are driven primarily by high-skilled 
immigration. 

Overall, the paper is carefully written, makes an important methodological contribution, 
and provides a valuable benchmark for informing policy discussions at the EU level. My 
comments first address the paper's content before turning to several important dimensions 
that are largely absent from the analysis. 

 

1. Comments on the Paper's Content 
 

1.1. Data 

Four questions arise regarding the construction of the dataset. 

First, net versus gross flows. Focusing on net migration inflows may obscure 
compositionally distinct inflows and outflows with potentially very different economic 
impacts. A net migration balance of zero may result from either large or small offsetting 
gross flows, thereby concealing information that is relevant for both research and policy. 

Second, what explains the rise in immigration's skill content? The upward trend in 
immigrants' educational attainment may reflect rising education levels within origin 
countries, a compositional shift toward more highly educated source regions (e.g., Asia 
rather than Latin America), or both. These mechanisms carry different policy implications—
greater selection versus greater diversification—and should therefore be disentangled (see 
Zavodny, 2026, for the US case). 
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Third, what about age structure and the transferability of human capital? The conclusion 
that immigrants are, on average, more skilled than natives may partly reflect differences in 
age composition. More fundamentally, it abstracts from the well-documented imperfect 
transferability of human capital across borders. This issue is acknowledged later in the 
paper; it would be useful to bring it at an earlier stage, when the human capital content of 
immigration is discussed. 

Fourth, why use the OECD/non-OECD distinction as the baseline? The EU14+ subsample 
excludes Mexico, Turkey, and Poland as destination countries while simultaneously 
excluding them as origin countries. This omits several major migration corridors of first-
order policy relevance, including Mexico–United States, Turkey–Germany, and Poland–
Germany. 

1.2. Identification 

The paper is appropriately cautious about causal claims. It relies on Jordà's (2005) local 
projection framework and exploits both origin-country and destination-country shocks. 
Nevertheless, several concerns remain. 

Local projections with instrumental variables. Although the paper acknowledges the 
implausibility of the exclusion restriction in this setting, it does not discuss recent 
methodological advances combining local projections with instrumental variables (Montiel 
Olea and Plagborg-Møller, 2021; Jordà and Taylor, 2025), which could strengthen 
identification. 

Origin-country shocks. The paper tests several shift-share instruments before abandoning 
them because of weak predictive power. In the "crises shift-share" specification, seven 
countries experiencing the highest crisis-induced emigration rates are selected. Neither the 
choice of seven countries nor the use of emigration rates rather than absolute migrant 
numbers is justified, raising concerns about researcher degrees of freedom. 

Destination-country shocks. Immigration policy changes are measured using the IMPIC 
index. Several issues deserve attention. First, the index reflects one particular aggregation 
of expert-coded policy dimensions. Second, it may not adequately capture supranational 
regulations. Third, despite being introduced in 2013, it has accumulated fewer than 400 
Google Scholar citations and has therefore not yet achieved broad validation within the 
literature. More fundamentally, the index is likely endogenous to both the volume and skill 
composition of immigration as well as to prevailing economic conditions. Ultimately, the 
paper relies primarily on observed immigration surges—largely episodes of forced 
migration—whose external validity for understanding economically motivated migration is 
necessarily limited. 

 

2. Comments on what the paper is abstracting from. 
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2.1. Missing Benefits 

Migration, Trade, and Investment 

The paper rightly emphasizes that migrants are not merely workers but also entrepreneurs 
and innovators. An additional dimension deserving attention is their role as bridges 
between countries. Migrants reduce informational frictions between origin and destination 
countries, thereby facilitating trade, foreign direct investment, and international portfolio 
diversification. 

This channel can substantially improve the export performance of destination countries, 
expand access to new markets, and reduce home bias in financial portfolios. Representative 
evidence includes Parsons and Vézina (2018) on Vietnamese boat people and US–Vietnam 
trade; Mayda et al. (2023) on refugees and US outward FDI; and Kugler, Levintal, and 
Rapoport (2018) on migration and cross-border financial flows. 

Diversity and Knowledge Diffusion 

Beyond the labor-supply and innovation channels already discussed, immigration 
contributes to productivity growth through at least two additional mechanisms. 

Workforce diversity. Migrants bring skills, knowledge, and know-how that complement 
those of native workers and immigrants from other origins. They expand the effective skill 
set of the workforce and improve matching between workers and jobs. Alesina, Harnoss, 
and Rapoport (2016) show that birthplace diversity—particularly among high-skilled 
workers—is among the strongest predictors of income per capita across alternative 
measures of diversity. Ariu (2022) exploits a Swiss natural experiment to identify upstream 
and downstream productivity spillovers from immigrants to their employers' supplier and 
customer networks. 

Knowledge diffusion. Migrants also transmit productive knowledge across borders, shaping 
the comparative advantage and innovative capacity of host economies. Historical examples 
abound, from Huguenot refugees in eighteenth-century Germany to German Jewish 
scientists fleeing Nazi Germany for the United States. Bahar and Rapoport (2018) provide 
systematic evidence that migration is a major channel through which productive knowledge 
diffuses internationally. 

2.2. Missing Costs: The Political-Economy Channel 

One dimension which is absent from the paper—perhaps deliberately—is the political-
economy feedback between immigration and democratic politics. Funke et al. (American 
Economic Review, 2023) show that the rise of right-wing populism entails substantial 
economic costs. If immigration contributes to populist support, then a comprehensive cost-
benefit assessment should account for this indirect channel. 

Docquier et al. (2026) show that low-skilled immigration increases electoral support for 
right-wing populist parties, whereas high-skilled immigration reduces it, generating a 
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quadratic relationship between the low-to-high skill ratio among immigrants and far-right 
vote shares. This is captured by the PP curve in Figure 1 below. Right-wing populism, in 
turn, produces adverse selection in immigration flows by discouraging high-skilled 
immigrants more strongly than low-skilled immigrants, thereby worsening the very skill 
composition that initially contributed to the political backlash. Empirical evidence 
supporting this second relationship mechanism has been found in contexts as diverse as 
Italy (Bellodi et al., 2025), Mexico (Beine et al., 2025) or Switzerland (Slotwinski and 
Stutzer, 2019), and in cross-country comparisons by Docquier and Vasilakis (2024). 

 

Figure 1: The Vicious Circle of Xenophobia 

(Source: Docquier and Rapoport, 2025) 

 

Docquier and Rapoport (2025) model the dynamics between right-wing populism and the 
skill-content of immigration as a vicious circle: a deterioration in immigrants' skill 
composition raises populist support, which then discourages high-skilled immigration, 
further reducing the average skill level of future inflows. The underlying dynamics are 
represented on Figure 1 above. Exogenous shocks—including economic crises, social media, 
and corruption scandals—move economies along the populism curve (as in Figure 2), 
whereas refugee crises or sustained migration pressure shift the migration supply curve 
itself (as in Figure 3). In either case, the basin of attraction of the “good” equilibrium 
narrows and the likelihood of the “bad” equilibrium, characterized by a high ratio of low- to 
high-skill immigrants and high levels of right-wing populism increase (while that bad 
equilibrium itself worsens). 
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Figure 2: Equilibrium shifters of the PP curve 

 

 

Figure 3: Equilibrium shifters of the MM curve 
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3. Conclusion 

Basso, Mathur, and Peri provide an integrated framework encompassing most of the 
principal channels through which immigration affects labor markets, productivity, and 
economic growth. The paper offers a valuable reference for policymakers confronting 
immigration challenges in Europe and beyond. 

Particularly important is the finding that net immigration inflows over the past 35 years 
have been, on average, more skilled than the native workforce and that, although the gains 
are strongest for high-skilled immigration, positive effects for the receiving economies also 
extend to low-skilled immigration. 

The additional dimensions highlighted in this discussion—migration's links to globalization, 
trade and investment, workforce diversity, knowledge diffusion, and political-economy 
feedback effects—may be difficult to incorporate fully within a single empirical framework, 
but they deserve at least explicit discussion. 

Finally, the paper deliberately refrains from drawing policy recommendations. Given the 
robustness of its positive findings, its policy relevance would be considerably strengthened 
by addressing directly whether OECD countries should seek to increase immigration 
inflows, reduce emigration outflows, or both—and, crucially, how such policies should differ 
across skill groups. 
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