




















































present. According to this result, there would be fifteen countries in the U.S. sample

and four countries in the Canadian sample in which most of the immigrantJink efiects

in aggregate exports (from the size of the immigrant stock ) are not exhausted and

forty-two countries in the U.S. sample and four countries in the Canadian sample in

which most of the immigrant-link efiects in aggregate imports are not exhausted.?l

For Canada, the estimated pararneters on the immigrant skilled to unskilled ratio

are positive for export flows and negative for import flows. For the United States, the

estimates on this sarne ratio are negative for all flows except the producer imports

equations. The negative effects of an increase in the skill level on any trade flow

appears counterintuitive because one would expect that an increase in skills would

also accompany knowledge of foreign markets and an increase in foreign contacts.

Two effects, however, may be ofsetting each other to difierent degrees. The first

effect is the increase in foreign market information that accompanies skill level, which

can have a positive efect both exports and imports. The second effect is the possible

propensity for skilled immigrants to create industries in the host country that provide

substitute products for home-country goods, which has a negative efect on imports.

The estimated parameters on immigrant stay shows negative values for total im-

port flows and positive values for total export flows for the United States and Canada.

Negative and significant values of ihis variable appear in the aggregate imports and

consumer imports equations for Canada and just the consumer imports equation for

the United States. The negative relationship on imports and positive relationship

on exports suggests a possible time lag in the integration of imrnigrant links into

the host country. On the one hand, as immigrants gain knowledge about the host
2lFor the United States, these countries in the exports sector are Cyprus, Ethiopia, Icela.nd, Kenya,

Malaysia, Malta, Morocco, New Zealand, Singapore, South Africa, Sri Lanka, Syria, Tanzania,
T\rnisia, and Zimbabwe. In the imports sector, these countries include all the countries in the
sample except Canada, Italy, Philippines, the Uniied Kingdom, and West Germany. For Canada,
these countries in the imports and exports sectors ane Iceland, Nicaragua, T\rnisia, and Zimbabwe.
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country over time, they may develop industries in the host country that substitute

for products only previously obtained in the home country. On the other hand, their

knowledge of both home- and host-country markets and contacts may increase export

flows to the home country. The size of the coeficient on this variable ranges from

0.027 to 0.137 in export flows and from -0.214 to -0.061 in import flows. This range,

however, indicates that the efects of the length of stay of immigrants on immigrant

links is small, particularly for large immigrant communities. For example, in the case

of aggregate exports, an immigrant community such as Brazil has an overall infor-

mation effect of 64.7; however, with an average length of stay of ten years, this efect

increases to only about 65 ( i.e., 65 - 64.7 * .027 * 10). If the average length of stay

increased to twenty yea.rs, the overall information effect would rise only to around

65,25. So, as far as immigrant links are concerned, the length of stay of immigrants

has a statistically significant but small effect.

Parameters estimated for the variables not associated with immigrant information

conform, for the most pa,rt, to their expectations. The coefficients on ths la.gged

dependent variables fall between zero and one, and the coefficients on income of

the importing country (i.e., U.S. and Ca.nadian income in the import equations and

country j's income in the export equations) are positive and significant.

The estimated coeficients on the exporting country,s income and GDP deflator

being positive and negative, respectively, in most trade equations indicate (from the

analytical model) that the demand elasticity of substitution among imported goods

exceeds one in most equations.22 Furthermore, the positive coeficients on U.S. and

canadian unit export values indicate that the supply elasticity of transformation

among exports is less than the overall elasticity of transforrnation between domestic

and export goods. The same is true for the home-country markets in which the unit
z?As before, the exporting country refers io the united states and cana.da in the export equations

and home country j in the import equations.



export values are positive, with the exception of the U.S. and Canadian producer

manufactured product sector and the U,S. aggregate imports sector. The positive

coefficient on U.S. import unit values indicates that the demand elasticity of substi-

tution among imports is less then the overall elasticity of substitution, whereas the

the opposite seems to be true for Canada. Negative coefficients on the importing

country's GDP deflator indicate that the demand elasticitv of substitution between

domestic and imported goods is less than one.

The Marginal Effect of Immigrant Links on the Value of T}ade

Given the empirical results above, an interesting question is, How much trade

does an additional immigrant generate? Tables 6 and 7 show the immigrant stock

and the dollar amount of imports and exports that one additional immigrant from

each country would generate with their home country. The values shown are short-

run effects per year. I calculate the values using the estimates from the aggregate

import and export equations in Tables 4 and 5. The partial derivatives of these

equations with respect to the immigrant stock are
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where

E X no"t,j,tga1a are aggregate exports from the host country to the

home country j in 1986, and

I M j,host,rs86 are aggregate imports from the home country j to

the host country in 1986.

Using aggregate imports and exports in 1986, the immigrant stock in each host

country, and the estimated parameters, I calculate the value of exports and imports

each additional immigrant generates.23

Notice that because this is the nonlinear model, the largest dollar increases in bilat-

eral trade flows from an additional immigrant are not necessarily from countries that

have large immigrant stocks in the United States or Ca,nada. The largest marginal

immigrant link efects are from countries with a relatively small imrnigrant stock and

a large potential for trade. For the United States, these calculations suggest that

an additional immigrant from Singapore has the largest potential to generate new

trade with additional imports at a value of $16,495 per year and exports at a value

of $23,682. On the other hand, an additional immigrant from the Philippines would

create only about $9 worth of imports per year and $6 worth of exports. For Canada,

an additional immigrant from Japan has the largest potential to create trade with

$5,847 worth of imports and $4,104 worth of exports per year, while an immigrant

from the Philippines would create the least arnount of additional trade with $1.10 of

imports and $0.40 of exports per year.

23See Fomby, Ilill, and Johnson (1934,58) for a discussion of the Delta method which was used to
calculate these standard errors.
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Table 6 - The United States: Dollar Value Increase in Bilateral Trade From One

Additional Immigrant in 1986

t-val

AuEtda
Brazil
Ca.nad.a
Colornbia
Clprus
Denrnark
El Salvador
Ethiopia
Finland
France
Greece
Hrmgary
Iceland
India
Ireland
Isra€l
Iialy
Japan
Jordan
Kerrya
Malaysia
Mdta
Morocco
Netherlands
New Zealend
Nica,ragua
Norway
Pakistan
Philippines
S. Alrica
Singapore
S. Korea
Sp","
Sri Lanla
Sl'eden
Switzerland
Sy.,"
Tanzania
Thailand

Tlrnisia
Tiukey
U.K.
u.s.
W. Germany
Yugoslavia
Zimbabwe

2.48058
2.54923
2.44724
2-47134
3.18962
2-56116
2.49245
3.22464
2.61m8
2.44m1
2.46679
2.47Wa
3.65573
2.45744
2,47(n9
2,50346
2.448€8
2.4647 5
2.59753
3.14148
2.75294
3,03911
3.04986
2,49124
2.42067
2.57152
2.52@6
2-52916
2.44840
2.68443
3.83708
2-54942
2.50565
3.28365
2.50224
2.55574
2.65636
5.70629
2,44436
2.50557
4.84112

2.44901

2.44477
2.47724
4.09513

112095
41197

793488
146676

6900
37197
45422
6UO

26640
112869
173444
113841

4656
276c69
153290
68?16

631212
188760
28784
7299

1499.1
8359
8231

88096

34320
55,{t19
50392

620286
18868
4180

724a9
64522
6251

72314
34910
21276
2160

102243
68602
2744

47742
601511

641671
r22573

3675

1 r7
68S6

177

2150
90

29{)5
2188
1341

23
31

15921
52

452
46

3840
21

2743
77412

748

m5
10703

306
609
222

I
10855
16495
5973
l011

13496
1425
5647

31
8628

289
445

1848
333

91
46

7257

1.39360
1.93085
t.t2673
1.31862
1.82092
2-01070
1.49399
1.79601
2-26215
1.39141
1,2815r
l3aa70
1.5994{l
1.20696
1.30821
1,59679
1.13760
1.26511
2,2@70
1 a5a60
2.35024
1.9548a
1.9.1359
1.44115
2.25141
2.O7461
1.72051
1.78399
1.13454
2.39486
1.552m
1.56943
1.59424
1.75830
1.57068
t-97521
2-37474
1.35t)09
1.42449
1.59766
1.4119{
1.83002
1.14023

1,13366
1.36631
1.50114

60
3650
7r7
99

t642
472
94

2369
445
914

t2
3460

90
762
20

7220
634

2663
11844

521
6l12
1628
4590

488

6
5078

2 4 2
3549
895

2445

3132
206

15496
144
172

26380
897

61
5242
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Table 7 - Canada: Dollar

Immigrant in 1986

Value Increase in Bilateral Trade From One Additional

l-val

Aurtria
Brai.il
Ca'rtAd.a
Colombia
Cgrrus
Denmark
El Salvador
Ethiopia
Finlarrd
Flance
Greece
Hungary
Iceland
India
Ireland
Israel
Italy
Japan
Jordan
Kenya
Mdaysia
Mslta

Netherlands
New Z€aland
Nicaragua
Norway
Pakistan
Philippines
S. Africs
Singapore
S. Korea
Spain
Sri Lanka
Sweden
Switz€dslrd
Syria
Tanzania
Thailand
Trinidad
Ttrnisia
Turkey
U.K,
U.S.
W. Germany
Yugoslavia
Zimbabwe

1-15447
1.16410

1.15319
1.17499
l-16852
1.15042
L44771
1.18256
r.12930
1.12958
1.1574t
7-9 47
1.12609
1.14243
1.13726
1,12819
1.14632
1.21509
1.14431
1.14974
1.1754{
1.16322
1.1365
1.15336
2-74352
1.%415
1.13468
r.12670
1.13630
1.19849
1.13301
1,15368
1.15601
1.1&31
1.r3428
1.18338
L14442
7.22326
1,13049
1.34431
l. l6t08
r.12496
1 .12513
1-12952
1 .13218
l 2504:l

7224
5501

754A
4341
4961
4327
677

3789
42644
40421
6591
310

116400
r1943
166.ta
54616
9855
2465

loa33
E532

5624
22S9€
7496
295

1984
20741
87508
17557
2996

24673
7415
6878
54?3

15450

10568
2269

34569
106A
5944

2946{5
240391
40901
27236
1794

302.9
2@1.0

2,O
693.6

119.7
1284.6

3.2
71.4

621O.9
o.9

128.5
35.4
42.2

5447.7
19.3
9.2

13.7
32.7
99,0

226.7
6133.0
2989.7

25-6
l_1

77.6
1430.1
?15 .9
592-1

1853.6
145.8

o.o
3.a

2077.O
1.9

s45.2
59,4

lot.o
150.s

3.3
148.3

2-04113
2.03978

2.O41
2.€a76
2.03932
2-O419o
2.03476
2-0.3a24
2.05220
2.O5189
2.04065
2.OU2A
2.05669
2-04405
2,04621
2,05354
2.O42&S
2.0368a
2.04345
2-04204
2.03470
2.O3SA8
2.04435
2.04132
2-OU22
2.03635
2-04767
2.05567
2.04671
2.O3745
2.048a1
2-04127
2-O4r)87
2.03976
2.04577
2.03419
2-O43&
2,03667
2.05096
2.03526
2.(]4(J14
2.05886
2.O5849
2.05196
2.04946
2.03613

66.4
1739.7

221,3
35.4

3r2.7
16.2

2472.5
380.6

2.7
39.6

3700.1
7-7

42-6

4104.8
66.8
10.6

102.6
4.6

366,1
127,4
183.8

3605.2
5199.1

25.2
o.4

31.7
1734.6
106.0
165.9
59.3

549.0
99.1
57.9
17.2

1372.5
5.8

3808,9
352,4

2.O
110.9
52-9
5.2

142.4
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ilI Conclusion

This paper investigates theoretically and empirically an aspect of immigration that,

until now, has received little attention. This study examines the foreign market

information that immigrants generate in the host country. This new information in

the host country can decrease the transactions msts of trade by making it easier to

obtain knowledge of the immigrant's home-country language, market structure, and

foreign contacts.

As a basis for the empirical investigation, I developed an analytical model in which

goods ale differentiated by country of origin and consumers' utility depends on the

variety of goods available. By supplying foreign market information, immigrants

decrease the transactions costs of trade between the host and home countries. This,

in turn, decreases the wedge between the foreign price and the domestic price of

traded goods and increases bilateral trade flows.

The results indicate that immigrant information can indeed play an important role

in determining bilateral trade flows. The effects of immigrant information seem to

be stronger in the exports and imports of consumer manufactured products than in

the exports and imports of producer goods. Overall, exports appear to be influenced

the most by immigrant links, while imports are influenced the least. The skill level

of immigrants appears to play a positive role in Canadian trade but tends to have

a negative effect on U.S. trade. These negative efects may be due to immigrants

creating industries in the host country that provide substitutes for home-country

goods. The length of stay of immigrants tends to play a positive role in exports and

a negative role in imports, but the effect is rather small.

The empirical results also indicate that a relatively small immigrant community

can exhaust most of the immigrant-link effects in the exports sector, while a rela-

tively large community is required before most of the effects are exhausted in the



imports sector. This may reflect the dominant role that immigrant preference for

home-country products plays in the irnports sector, which implies a linear increase

in imports as immigration increases.

What does this mean for immigration policy? How should a country conduct its

immigration policy, knowing that immigrant links exist? Before the discussion in this

paper, the total number of immigrants to be admitted and their skill level were the

only economic elements considered as pa,rt of immigration policy. Questions concern-

ing the source country of immigrants generally have not been given any economic

attention and, in terms of policy, largely have been driven by society's tendency

toward xenophobia, as seen in the limitations placed on Asian immigration in the

earlier part ofthis century. Certainly, immigration questions concerning refugees and

the preference of admitting family rnembers cannot be addressed in this context, but

a policy consistent with maximizing immigrant-link benefits can be implemented.

The analysis suggests that the greatest welfare benefits from immigration could be

derived by allowing increased immigration from countries for which the immigrant-

link efects are the highest. In other words, a policy prescription from the analysis

is to promote diversity in the immigrant stock. This could be done by allowing free

immigtation from countries that have a high potential for creating trade through

immigrant linkages (for example, the United States could admit more immigrants

from Singapore because they are a relatively small population in the United States

and their home country has a large potential for trade).

This policy prescription would entail significant changes in the way the United

States approaches immigration, which may or may not be politically feasible. First,

it would mean that future immigration from a particular country would depend on

the current levels of its immigrant stock in the United States. This policy already

exists de facto in the United States but operates contrary to the immigrant-link

hypothesis. In the present system, relatives of U.S. citizens are given preferencel

c e



if a country has a high present level of immigration, future immigration will also

be high as family members are carried over on a previous immigrant's visa. For

immigration policy to be consistent with maximizing the benefits of immigrant links,

future immigration from a particular country must increase as the size of the present

immigrant population falls. Without modifying the current family preference system,

this policy would indicate relaxing the numerical limitations for certain countries with

the highest immigrantJink effects.

Several interesting facets of the relationship between immigration and immigrant

links remain to be explcred. A particularly useful research project would be an exam-

ination of differences in the domestic wage response to increases in immigration from

different immigrant source countries, addressing the question of whether an increase

in the size of immigrant communities with the largest immigrant-link effects have the

smallest efrects on natives'wages. The results would provide useful information on

the ability of a host country to increase immigration without placing a large burden

on natives who compete the most with immisrants,
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Appendix

Table A.1
Bnateral Tlading PartneF ai|d YearE Ava;lable

United States Canada
Australia l97Gl9 6 l97G19Il6
Austria
Brazil
Canada
Colombia
Cyprus
Denrnark
El Salvador
Ethiopia
Finland
France
Greece
Hungary
Iceland
India
Ireland

197G19a6
197&1946
1970-1946
1970-1984
1970-194O
1970-19a6
1970-1986
1970-1986
1970-19a6
197G1946
197G1986
19?G1986

197G1986
197G1986
197G1946
197t)'1944
197G1980
1970.1986
197G1986
197G1986
197G1986
197G1986
197G1986
197G1986
197G1986
197G1986
197G1986
1982-1946
197G1945
19?G1986
197G19U6
197G1945
197G1986
197G1986
197G19A0
197G1986
197G1986
197G1946
197G1946
197G1986
r972-1980
197G1946
1970-1986
197G1946
197G1986
197G1986
197G1980
197G1986
197G1985
197G1946
197(}1984
197t11986
197G1986
197G1986
197(L1983
197G1986

1970.1986 197&1986
1970.1986 197G19aG
197G1986

Israel 19?G1986
Italy 197G1986
J"p""' 197G1986
Jordan 1970-1986
Kenya 197G1985
Malaysia 1970.1986
Malta 197G1986
Morpcco 197G1985
Netherlands r97G19a6
New Zealand 197G1986
Nicaragua
Norway
Pakistan
Philippines
South Aftica 19?0-rg8d
South Korea 197G19aG
Singapore 19?2-19ao
Spain 1970.1946

l97Gl9a6
197(I 1986
1970.1986
197G1986
197G1980
197G1986
197G1945
r97G1986
1970-19A4
1970-19A6

United States
W. Germany 19?0-1986
Yugoslavia 197G19fJ:i
Zimbabwe 197G1986

1970-1980
1970-1986
1970-1986
1970-1946

Sri Lanka
Sweden
Switzerland
Syria
Tanzania
Thailand
Trinidad
Tunisia
Thrkey
U. K.
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