Emigration and Economic Growth

Introduction

Economic analysis is unclear whether emigration helps or hurts
a country. The issue is sharply joined in Greece, and has been
discussed earlier in Southern Italy, But it is a vital one along the
whole Mediterranean littoral from Portugal to Turkey, In February
1965 the Greck periodical Epocks asked a series of correspondents
whether emigration was a blessing or “ anathema ”, and collected the
complete spectrumn of opinion (1).  A. Protopapadakis believes in
letting the individual choose his own destiny, and is willing to
tolerate emigration. Andreas Papandreou and A. Pepelasis think it
is a major block to Greece’s economic development. In between is
P. Kanellopoulos who states that ancient Greek colonization of the
Mediterranean had been a blessing, as was the traditional overseas
emigration of Greeks; but that the same cannot be said of temporary
‘Greek emigration to Germany, which is merely, good.

The dispute cchoes an ancient economic debate, On the one
side are Myrdal and Gini who regard emigration as the export of
capital, inappropriate for poor countries. The native economy raises
young people to adulthood, feeding and educating them for years
without a return, only to lose them at the beginning of their pro-
ductive years. This reasoning, which bears a family resemblance to
the “investment in human capital ” theories of T.W. Schultz, goes
back in the Italian literature to the turn of the century (2). On the

{(*) The research “in this paper has been supported by the Center for International
Affairs, Harvard University, whete the author is a research associate, The help of Miltiades
Chacholiades is acknowledged, as well as the benefit of term papers of graduate students
Terence Colvin of M.LT., James Mietns, the Flétcher School of Law and Diplomacy, and
G. Psacharopoulos of the University of Chicago. : e

(1) See Epochs (Athens), February 22, 1965, pp, 32-47.

(2) See G, Cosmo, * Italian Emigration up to 1g4c ”, Banca Nazionale del Lavoro
Quarterly Review, Nos, 28-29 (January-June 1954), p. 8.
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other side is the equal authority of W. A Lewis, Ragnar Nurk;c,
Vera Lutz, and most recently John Fei and Gustav l-lams, who
emphasize the benefits of getting uncmployeq or disguised un;m—
ployed to work. ‘The analysis is put ngostly in terms.of tran}s1 er(si
from unemployment in agriculture to 1ndustry'or ,soc:la(ll ovc'r1 ea
capital in the same country (3), but it can be' extende deaslly tg
emigration. Paul Rosenstein-Rodan ha.s said thgt thgf less deve ogch
countries are to the developed, as agriculture is to industry. Wit
igration the simile is exact. . .
mlgr’?izndebzt: runs parallel to a series of other spatial issues in the
literature of economic development. Should Iabor be brought to
factories or the factories to the labor? Is it useful to educate peasant
youth or will this merely speed up rural exod}ls and .dc:;)rwe the
agricultural sector of its most able and energetic rccruLFsl.{ Ifs eco-
nomic integration always helpful or d{?es it run the ris , for .ari
area which starts out behind in economic development, that capita
and labor will be drawn to the more advanc§d areas and .hu-rt the
lagging region rather than belp? (4). §hould 1nvcstm¢1=:;11t Engmyl go
to the leading region in the hope of spillovers, or should the cvde op-
ing centers be held back while investment helps the laggards to
up?

catc}}rhil:; discourse can proceed on a varicty_of lcvc.ls. Hercf we
present separately the arguments for and against cmggrauQn iotrin
developing countries in static and dynamic terms. The main static
benefits are remittances and forgone consamption. Static 1o§ses are
the direct reduction in output previouslyl produced by the rplgrénts,
if any, and the “export of human capital ”. The dynamic ¢ erilts
could include external economies and fhseconomles, such as t EE
cheapening of raw-material -imports which was a c:oné)f:quencee?1t
Furopean migration overscas Iin the soth century. A ur pre: n
interest, however, is in intra-Buropean South-North migra 1otl,
where these dynamic effects are believed small and are consi_qglertx r);
ignored. For the rest, dynamic hurt comes from the loss 1{13 ] ilcbo
strategic to economic growth: potential entrepreneurs, slei ﬁ ahiocli;
etc., and a slowing down of the rate of population growth, W

{3) See esp. Jomn C, H, Frr and GusTav Rm.r;s, Dewlopm.ent of theﬁ Labor Surplus
Econmr)y: Theory and Policy, Homewood, Illinois,’R.lchard D. Irwin, }n; 1g t:;,. of Havogoss

(4) Sec the separate opinion of Maurice ByE in I.L.C., Sfma ;p}.)ec .
Integration, A Report by a Group of Experts, Geneva, Internatienal Labor s

Pp. 119-139.
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may inhibit development, The dynamic gains, on the other hand,
consist in higher income of those left behind which may speed
growth through balancing demand or stimulating investment, in
training of the emigrants who return, but above all in the shift of
the economy from a disequilibrium system, in which workers are
paid more than their marginal product, to equilibrium pricing which
cncourages investrnent and effective resource allocation.

Our interest, as already noted, is in South-North migration in
Europe. Some data on the scale of the movement in the three major
countries of immigration are presented in Table x. It is bardly
necessary to indicate that the figures are collected on widely differing
bases and are far from comparable or additive.

Tarrr 1
EMIGRANT WORKERS IN FRANCE, GERMANY, SWITZERLAND ABOUT 1963
(in thousands) .

' Switzerland *#*
- France * Germany *# {controlled
Country of Origin (1962) September 1963 workers)
February 1964
Spain 431 151 54
Greece 9 155 ..
Italy 645 296 335
Porwugak . . 50 3
Torkey . . . . . . . 16 85
Total of above . . . . 1,150 g0 38g
Total foreigh workers , 1,816 Bag —526

. not separately specified,

* Census of 1962, Somrce: ¥ Les Travailleurs Etrangers en France ”, Notes et Etudes

Documentaives, La documentation francaise, No. 3,057, 23 janvier 1964, p, 16. Numbers

exclude Algerians, :

#* Bufdesanstalt fuer Arbeitsvermittiung und Arbeitslosenversichcrung, Auslandischer
Arbeitsnehmer, Beilage zu No. 2 der ANBA vorn 26 Febroar 1965, p. 37.

¥+ © Les Soutiers de I'Burope®, Le Monde, 25 juin 1964, In addition to controlled

workers, there are perhaps another 300,000 foreign workers, largely [talians, who have
obtained permits to reside in Switzerland free of-control, The February figures also ignore
a large seasonzl movement into the country in summer,

Static Arguments - Remittances

Remittances to the country of origin represent support for family

and close relatives, or savings sent or brought home as capital. The
emigrant is enabled to remit monies because he earns mote abroad
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than he can af home, and because he limits his own consumption.
His higher productivity abroad is a function of high demand, which
creates employment, and a higher capital/labor ratio which increases
the marginal productivity of his labor. He limits consumption
because he has a specific goal in view, and the more be saves, the
faster will he achieve it. It is mot simply that the capital/labor
ratio is higher; the emigrant works harder; and he lives at a lower
standard of living than he would do at home (5).

If the workers were slaves, the flow of remittances could be
regarded as the return. on foreign investment. Since they are not
slaves, the stream of remittances is not a contractua] return but a
voluntary act. The husband who goes abroad to carn and leaves his
family behind him, or the young single worker who belongs to a
close-knit family with a strong tradition of pooling earnings, will
remit what they can of their earnings for their family’s consumption.
Where the worker has a particular target for capital formation — to
‘buy a farm, or a house, or a fishing boat — remittances will be still
higher. But the worker who brings his family abroad with him
land settles there, or the young man who marries abroad, will gra-
dually cut down on the amounts remitted, The average migrant
remits in a pattesn which is low the first months, as he becomes
accustomed to foreign patterns of production and consumption, and
picks up to remain high for several years. If the man or family
returns, the remittances of course stop altogether. But if he remains
abroad, they slowly decline and probably cease after half or more of
a generation, to revive again sporadically in times of compassionate
need at home.

Estimates of remittances are complicated by the deemed neces-
sity to reconcile balance-of-payments and national-income accounts.

(5 See Max WEoniR, The Protestant Bihiz and the Spirit of Copitalism, New York,
Charles Scribner’s Soms, 1958, p. I9T, footnote 20¢ “That the simple fact of = change of
rosidence is among the most effective means of intensifying labor is thoroughly established.
The same Polish gitl who at home was not o be shaken loose from her traditional laziness
by any chance of earning money, however tempting, seems o change her entire nature and
become capzble of uniimited accomplishment when she is a migratory worker in 2 forcign.
country, The same is true of migratory Italian laborers, ‘That this is by no means entirely
explicable in terms of the educative influence of the entrance inte a higher cultural environ-
ment... is shown by the fact that the same thing happens where the type of occupation, a8
in agricultural labor, is exactly the same at home. Furthermore, accommedation in labar
barracks, etc, may involve a degradation to 2 standard cof living which would never be
tolerated at home ™.

a wide variety of sources: . '
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Tl_l ({1 3 |
™ Eminper;l;anent ‘migrant ”?, who may have every intention of
s g[ t }imtc, is regarfdc}eld as making no contribution to national
of the country of his origin; his i incor
! | output is part of
in the country of immigrati 1 it : fore 4
gration. His remittances herefore
transfer. On the other h boraty. worker
| . . and, the seasonal or t '
. _ emporary worker
- orke
111;1;0;1;1:1 co?trflbutcs to national product of his home coujlfltry but
fot ¢ a; of the host, so that his remittances are net earnings v;hich
3 - - ! i
Sincccthrom gross carnings — a credit in the balance-of-payments
e cie services are cx%)ofrted — and less his subsistence which is
as an import of food and service
| s. Better data come fron
i< _ me from
ac IIiorctlgn c;l:.chal?ge budget method of estimating the balance-of-
rp;l ykcn S',]:‘W ich is concerned with flows of funds in the exchange
arket. Table II collects estimates for receipts for the Mediterranean

countri i 1 :
ntries and payments by the main countries of immigration from

EUROPEAN BEMIGRANT REMITTANCES - 1963

(in millions of dollars)

TanLr 11

Received from European emigrants -of Paid to Europedn immigrants by

G

Itzlccce 56 | France 225

Spafn . 300 Germany . 2.5?)
175200 Swi

et o 75 - witzerland | . 335

Tutkey . . . . . . . . . NA

S :
ource; Greece, Bank of Greece reports; Italy, Poz‘tuga], Spuin, Germany, Switzerland
1 ¥ +

OBCD Eecoromic Surveys, isté
weys; France, Ministére des Fin 77 i 3
17 année, No, 193 (janvier 1965) ’Supp]éments, pp_l ;;1-2665., Staticbiques ot Tiutes Financidres,

Remittances contribute both to forcign-exchange carnings and

to czfg}tal formation. As foreign-exchange carners, they are superior
tOi(?l inary exports b.ecau:se there is no precedent payment to factors
which can spill over inte imports. The remittance-multiplier is Iowz',
than the export-multiplier because of this difference in the ﬁresrt

IO i ing i

seif:ii of spzndmg. Morcover, spending is probably smaller at the

e round as well, because of the high marginal propensity to
e out of remittances, and the fact that such part of them as-is
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spent on consumption gocs o the subsistance of low-income groups
with limited taste for foreign articles of consumption, Neither of
these advantages is present in the case of Turkey where an over-
valued exchange rate has long fed foreign workers to withhold re-
mitting until return, and then to bring back savings in the form of
durable consumer goods — so-called Sirassenkreuzer (street crui-
sers), or large American automobiles which are used Tor the dolnuus
business — half-taxi and half-bus — and ordinary durables such as
radios, television apparatus, toasters, etc. The automobiles may
make a contribution to Turkish development by enhancing mobility,
but the durable consumer goods do not. 'The low marginal pro-
pensity to import of remittances, is, as has been said, combined
with a high marginal propensity to save which raises savings and
ultimately capital formation. The target of capital formation may
have low productivity — a house with a high capital/output ratio,
a fishing boat in the overfished part of the Mediterranean, a store
in a dying village, ot a farm with strong diminishing returns. In
many cases, however, the saver will pay off a debt or buy an exist-
ing capital assct in one of these categories to permit the seller of the
asset to invest in more productive fashion. And the dowries sought
abroad by Spanish and Greck girls bring to the home economy liquid
savings matched by liquid foscign exchange, providing a rare oppor-
tunity in developing countries for domestic investment of a noo-
inflationary sort.

The benefit of remittances is then in sustaining high levels of
investment with a favorable balance-of-payments. Table III shows
the rates of gross investment in Portugal, Spain, Greece and Turkey
for 1948-1958 from the Feonomic Commission for Europe, and for
as long a subsequent period as possible, matched against the foreign-
exchange position in 1958 and for a recent date. Many factors other
than remittances affect both series, of course, (so many in the case
of Italy that it has been omitted from the table) and, as has been
said, the investment can be used relatively unproductively. It may
be significant that Greece had the highest proportion. of dwellings
in gross investment in all of Europe (6), and that many emigrants
are interested in constructing houses in Athens. But even those who

i

(6) Unirep Nations, Some Factors in Economic Growth in Europe during the 1950%:
op. cit., Chapter 1L, p. 31,

Emigration and Economic Growth

241

o — L .
Pg}f:ﬁf:nfmég;atmg re;:lolgmzc its beneficial effects on the balance-of:
s {#7}, and while the centribution i i ely
_ . to savings is less widel
updcrstood, once mentioned it is virtually self-evident. ’

GROSS INVESTMENT AND FOREIGN EXCHANGE RESERVES
IN MEDITERRANEAN EUROPE (EX ITALY)

7(7}10733 Investmerit Foreign Exchangc Reserves
1g48-58 # 105662 ¥ End of End of
1958 *ak 1964 ¥
(:1.5 pereent of GNP .
B in corrent prices) {in millions of dollars)
Greece |
. 7 16,5 18.1 153.3 170.6
ortugal 16,0 7.5 283.0
Spain . - o
Fp 16.3 18.4 8.0 766.0
Turke ‘ .
i | 15.0 15.5 6
465 29.8
Sources:

* Usrrep MNarions, Some F 3 Z
Geneva 1o Chaar 11: N 1;: Factors in Bcogomic Grow:th

** For Grecee, Portugal :
w963, e, » Portugal and Turkey, Unrren MNatrons,

January ‘1965,

in Bwrope during the r1gs50s,

eoe ugal Economic Su
964. For Spain, figures were computed from data in OECD St;:zg}cg{ Bf;;;f; ,
3

" . L -
ternaiional Finoneial Statistics of the International Monetary Fund

Decline in Consumption

Fam > -
o é%éjgts ‘Ir{i?y comnlf)ute positively to savings through their
. ey may further make a negati ibuti
work 4 : gative contribution to
s cgs;si by removing themselves from the economy and reducing
¢ consumption., A possible negati i
: sum . gative offset to this so
° . | : . source of
Eollzfr%naldsgwmg is a concomitant decline in production. This ques
S i . .
o i—a I:t ressed Prcsanly. 'But gross, in any event, and net, if the
lea.d% 0 Z i:ionif: frf)m disguised or open unemployment, emigration
ecline in consumption, and possible savings.

A. -‘. ",
( ) PJ\IANDREOU, A Szrafepy fO? Gﬂ‘ﬂfk Eeconomic DEVC‘[OPMEYII Athens, Center of
7 [ ¢ 3 H]

ECOHQIIIIC R hy 95 I]IC lavorable pattern of nvi it Ie elpts the Deus
C5EA] Ch, 1902, P 62, calls

. > a

tter 1 sible C

Taere INT
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Fei and Ranis make a great deal of this source of capital fqr—
mation in their book on the labor-surplus economy — too muihbm
the view of many observers. In their model, the movement qf liu c;_r,
from the agricultural sector reduces cgnsumptlon in agrlcuf thc
without affecting output, and thercfore‘ increases the income o dc
factors which remain behind. This. income is saved, anddmahc
available by agriculture to the in-dustnal_ sector, In othe‘r l;.rvo;l s, ‘1c;1 b(i
agricultural sector provides the depa.:rtmg workers Imt dt e ihat
sistence they previously enjoyed as disguised unemployed, so |
the workers can' take their wages fuad with t.hem. .
Two steps in this analysis seem.unreahstlc: first, that the in-
crease in income per capita in the agrlcultyral sector Em? '111 constant
output with, reduced inputs should b.c entirely saved, w ﬁc assufne_si
marginal propensity to save _of 1.0 in a sector w_*h;rc tde margﬁ;\e
propensity to consume food .1tself may be very h'1g ?)111 cvlcn tchcre
to unity. Second, even if savings occur on a constderable sca € "
is doubt that they would be made available to a‘not}?er scctm;ci 1n1us—
try, given the rudimentary capital markets existing in most develop-
nomies, |
mng f{;?ith emigration abroad, there is no need to worry a]:t))lout tfhe
wages fund of the departing workers, since thatis]'l pl»ro }fl:ntl t}clrz
the country of immigration (8) Bu.t it seems unli }fy t;l a e
savings from forgone consumption w1'11 bc. large, or that t Zyb _
be used outside the sector, unless emigration is accompamfc yca
dynamic effect of improved productivity. Agnculture can,.t? ](;‘ou;sc -
provide large savings which are used outside the sezcor. rf;i "
agriculture in the period up to Word War I was the sou i
much of the funds invested abroad through the bank{?g sygtetnlf},
and this despite a stagnant tcchnol.ogy. But the proba&p 1tybo tm 1ls
occurring is low. On a static basis forgone cor.lsumpu?in g'ucn o
grants is likely to be matched almost entirely by increase cg Slincﬁ'
tion by those left behind, assuming that output has dno}tl- Ckf an-(i
leaving but a small residue for capital formation, and this by

i ita i ' oint
large in the sector where the income per capita increased, The p |

is much less important than the remittances.

(8) 1t may of course be a real problem elsewhere. In Switz?rlan;i itl::sn:i); :;1:510 1:
Australia, Canada, and the United States in th.c late 1gth centurg;, 1;'1:1; gz(mday 'omsidc "
panied by capital inflow to enable capital Ean}latmn to take plaFc. ' n Furop , o 0
Switzerland, immigrating workers are combined with domestic savings,
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Losses: Forgone Production

The gain from reduced consumption by emigrants can be offset
in whole or part if the emigrants are employed persons and their
places are not quickly filled from the ranks of the unemployed.
This loss is nil, however, if the emigrants were uncmployed or if
their departure reduces other unemployment, The unemployment
can be open and recognized, or disguised, Open unemployment
presents no analytical problem, though its dimensions may be open
to debate because of poor data. Disguised unemployment is a highly
controversial subject, in theory and in measurement,

There is hardly any issue in Turkey. Unemployment is rela-
tively small, perhaps 150,000, but estimates of underemployment
range as high as nine million out of an active population of
12,500,000 (9). It is true that 82.8 per cent of those who went to
‘Germany had been gainfully employed in Turkey, as of September
1963, relatively early in the movement. But this initial wave of
urban workers, 41 per cent from Istanbul, but only 17 per cent
born there (10}, had their places filled by new migrants from
Anatolian villages to the urban bidonvilles.

In 1964 there were 150,000 workers, largely unemployed, in-
scribed to go to Germany (11).

Unemployment figures are unreliable in Greece. The employ-
ment exchanges registered 75,000 unemployed at the end of 1963,
but private estimates put non-farm unemployment as high as 150,000
and for the total active population of 3,700,000, farm and non-farm
alike, the estimates run to 500,000 (12). An official estimate for
March 1961 was 239,000 total uncmployed and 185,000 non-agricul-
tural unemployed (13). These figures are all below earlier estimates
of unemployment which run to 775000 in 1951 and 635,000 in
1959 (14).

(9) Nure Eren, Turkey Today - And Tomorrow, New York, Praeger, 1963, p. 144,

(10) NemasN Avavan, Bati Almanyadak Teirk Iscileri ve Sorunlari, Ankara Baskanlik
Devlet Matbaasi, 1964, cited by Richard Robinson in an unpublished paper, “Iigh Level
Manpower in Economic Development: Turkey *,

(11} Conversation with Turkish Consul-Getieral, Frankfurt a, M., July 1964, .

(12) American Embassy, Athens, “ Basic Facts and Figures on the Economy of Greece ™,
1964, p. 7.

(13) A. G. ParanpRrEOU, op. cit., p. 26, .

(14) J. Cursenuer, Problémes du development économigne dans ley pays mediterranéens,

Paris, Mouton and Company, 1963, p. 27o.
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But the real issue turns on disguised unemployment. Adam
Pepelasis is rcsponsiblc for the view _that there bas been no ;gmﬂ(g;
able agricultural surplus of Workers in Greece since ggss, f (I)
there is currently a substantial 1ab_0r shortage in t clslf;c or hiiﬂ
A removable agricultural surplus is defined as that la oxfdw i
can be removed for at least a complete year w1t.hc?ut any re uctl(l))n‘
in output. It is recognized that much ‘of the existing labo; Elay Ste
unemployed for pasts of the year, outside the plantlgg'gn art:;; e;
ing seasons. It is acknowledged further that the de _n1t1or£1 lalsl: o
no change in agricultural method_s, and that a scarcity of la 10t11'1 in
agriculture stimulates mod_ermzatlon. Pepelasis urgels] tagirrz::; toral
reorganization and innmration,. alt.hough he suggests tdaf a < o 1%-@
meﬁtation means that mechanization cannot be carrie zfu'. hut
emphasis on the shortage of agriculturz-tl labor, and fear of a s 05 age
of industrial labor in future, leads him with A{ldrcas Papandreou
to call for a review of Greece’s long-run. emigration pghcy. "
The seasonality of agriculture has long posed a serious problem,

and one in which parts of Greece resemble mid-Toth. century France

. . \
and early 1gth century Britain with their “_trampm% 'irt:i?ﬂs ;;
especially construction workers who leave their I}]flourflf ai e Ig6)
to look for work as carpenters or masons _dEn"mg the o —s‘easol. itc{i
In a modern economy, the agricultural activitics Whmhlare sg ml red
seasonally are typically shat down al'togcther. hBu}fa cxgt L:; s
up by climinating certain parts of .ag.nculturc whic cangtainmpp(; 1
population at the going level of living. To insist on rd i fome
peak activities in agriculture, as Pepelasis docs, is to conde

i i vided -
workers to sub-standard incomes, a purposc more casily provid

or in planning than carried out. . .

for 1T hP:E fact 1% that the Greek agriculture, qotw1thstandmgda set-
back in cotton in 1964, has been boonfling.I In 1963 prof lictl;;):}
increased by 11 per cent, despite the increased deficit of labor.

(15) Sec ADaM A. Prroiasis and Pax A, Yororoulcs, :urilu: oj‘\ Iffii:,h:fs f;-;fi

' i h, 1962; Apam A, PE s _
1 1gr2-1060, Athens, Centet of BEconomic Research, : S
?f:;;:g: :fr;’ Ggyiik gAgriculture, 1963-1973, Athens, Cr':ntcr of Economic ?estf.:a:h:, 1333‘;”“1 "
A. Prpenasts, * Greece Set to Come to Grips with Riddle of Farm Pro uf\ iy Pil,];mm aa

. , ,

Comwmerce, International Edition, August 3, 1964, P 6A, and AD;Z{ Ch,é e
Probltmes de la Main d’Oeuvre de la Grice dans le Cadre du Mar

¢ . dit, . 31I-333. o . York
: CUIS(?Z;E;;EGPW. H’ PlE)&(:IEImLL? Greece: Ametican Aid i Action, 1046-47, New 300

g Artisan s
Twentieth Century Fund, 1957, PP. 573 and E.J. Hosssawn, “The Tramping r

Economic History Review, and ser. vol. 3, No. 3, 1951, pp. 299-320.
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Some areas may be deserted, and deserve to be on economic grounds.
In others the dynamic stimulus of labor shortage and higher wages,
still to be discussed, overwhelms any static effect of loss of output.
Emigration can produce “ Deserted Villages ” and ghost towns, but
Southern Italy, Greece, Portugal and Spain are all booming, in spite
of, or possibly even because of emigration, and agricultural pro-
ductivity is increasing along with industrialization.

Capital Exports

The view that cmigration is a form of capital export which
cannot be afforded by a poor country raises a series of analytical
problems which are usually ignored. A major question is whether
the labor is productive, which has just been discussed in another
connection; a second is the issue as to whether the productivity
accrues to the individual or somehow to the country at large. But
even before these questions are addressed, there is doubt whether
one should apply capital theory to human beings in developing
countries.

If the emigrants were slaves, and raised for the purpose, it
would be appropriate to calculate whether it was worthwhile for a
poor country to raise slaves for export — a capital-intensive activity
in a capital-poor country, The answer would doubtless he “no”.
But babies are born, and youth raised and educated, without regard
to the economic return on the process, It is true that Gary Becker
has produced a model of children as a consumption good, a durable
consumption good to be sure, which gives off utility over a long
time, and with heavy depreciation (17). But this model, used to
explain the demographic counter-revolution which increased the
birth rate in the United States (and France) after World War II,
is appropriate only to a rich country. For the most part, procreation .
can be regarded as non-economic, and the increments to the labor
force as exogenous to the production, consumption, and saving deci-
sion-making processes, o

In this circumstance, labor may be capital but its costs are
“sunk ”, The question whether to raise children for emigration is

(17) See Gary S. Brexsn, “ An Economic Analysis of Fertility ®, in Demographic and

Economic Change in Developed Countries, Princeton, New Jersey, Princeton University Press,
1960, )
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i : them
not open. The young people exist, and we 1m:_c:d E\JOV ﬁftpg ttlfc hetn
. ) . L]
» b ortunity-cost ” analysis.

not “ real-cost ?, but opport | ' 3 the Mos
effective use to make of existing labor, to.cmploy it ab.rtc.)a , or leav
it unemployed at home; or if there are job opportuni 1ies : abmaé
t mplgy it at home with a small amount of capital, o

o€

. OreP ) ’ . . . . in .
Wlthhlnn fact. it can be and is argued that emigration 151§a1[))1ta1 ia;\;gargy

. . ) coest

1f the Worl"zer remained in his native cou-ntry, it W(I)I.l ihr(l,ols !
to invest in factories and housing for him, as we eaét sb hools and
(::neral social overhead. If he emigrates, the mvest]l:n bill recues
%o .rnerely schools and the private capital he takes abr

i %) i i istribu-
e I(n a)lddition there is the important question of income jlsw i

b | .

tion, What difference does it make to the ccl))untrg. avsV 2 o
whe.thcr 2 worker remains at home, or goes abroac:

paid goes to him, to dispose of as he likes. His product is not lost

i 1d accrue
to the state because it was never contemplated that it would

i ily — pos-
to the state. He may contribute to the SuP'PfOE Oriiljiizn}llﬁ; - % -
sibly to a greater extent from abroad than i N e s 2

te may be said to have lost taxable capacity g
Sziond-ordcr effect — and this will equally be true of the iy
?n which he lives, but this he is normally free to leave ev
does'fr'lg;r:malim:}?her second-order effects than changes in'tayi;t:llre
capacity : narrowing of the market for pr%dufze;s,,wch};iﬁgﬁsTavmgs

‘nal products for other factors, the contributio ch bis saving:
rgrllga rflakc to capital formation, etc. But.the.ﬁrst-orﬁg Sion, can
celsy out: his production is 1(')St., but so is h1st C;);l; thg on. Lo
notion that the country of origin loses an aisiis
it through emigration is based on faulty analysis.

Dynamic Losses

' i ; arture

The large possibility of d‘ynarmc. {oss comes fr?n;htchik?ﬁgd, e

of the best elements of the socit:ty.m some scnsc.th S,
more productive, the more energetic, the young, the g

18y See P, H Qi Eco: 0. he d Eco om' 0 ) 1:1’! Out
- ART! * aniC B iCy il'l the Net rlands i , Bron lﬂ'. P ISC’I "

\ St i ¥ 3 . .

Time Cgurﬁry Stlldiﬁs, ‘I, olume H.I, Rand McNally, CthELgo’ 964 P 136
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child-bearing age, the futurc entreprencurs, scientists, doctors, en-
gineers, The Grecks make the point frequently that the German
employers and doctors seek the skilled, the intelligent, the healthy,
the youthful and the politically innocent, leaving -them with the
unskilled and uniatelligent, the sick, the aged and the Communists.
They also fear the loss of population vitality, as the birth rate con-
tinues to decline with the emigation of young people, having in
mind that population growth cases economic growth — when it
does not stifle it — by providing a margin of expansion in which
cmbodied technology can improve productivity at a faster rate, and
growing demand can prevent stagantion.

There is surely something to this fear. Population loss below
some optimum range hurts, and beyond a critical point of no return
it may even be fatal to an economy. An expanding number of
ghost towns can lead to.a ghost cconomy. But Southern Italy,
Portugal, Spain and Turkey scem to be a long distance from this
optimum range, on the high side, and the Greek fears, though
difficult to judge from a distance, have the appearance of being
anticipatory so long as the economy grows at more than s per cent
a year and the population is still growing positively.

Dynamic Gains - Balanced  Growth

The question of emigration was first raised for Southern Ital
in recent years by Mrs. Vera Lutz, who wrote an article in Lloyds
Bank Review in which she suggested that bringing capital to the
Mezzogiorno as contemplated by the Vanoni plan was not enough :
it was necessary to take people out, The article caused a sensation
in Italy. But the analytical basis for the view was not fully developed
until her article in the December 1961 Banca Nazionale del Lavoro
Quarterly Review in which she asserted that her case rested on
balanced growth. Emigration raises income in the agricultural sector
to a per capita level where income recipients devote substantial
income to industrial products. This creates a market for industry
and allows it to develop effectively, In buying industrial products,
the agricultural sector has to furnish food, thus closing a “ food
gap” which would exist if surplus labor were taken off the farm
and set to work locally in industry, rather than at a distance. It is -
Dot completely clear whether agricultural income per head is raised
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merely by the reduction in agricultgral labor —}; a f:hangc 1rt10t}];z
land/labor ratio, or additionally by investment, but it scems
bOth'IgiIl?s) -is an interesting idea, but like so much o'f the balana?d
growth discussion it ignores foreign trade. Industrial wgfrkcrs_ in
the south could export their output to Northern Italy if no;i to
foreign countries, and buy food abroad. Or, afteg en.n%ra t;}izi'
Southern agriculture could sell its product abr-qad, and buy indus il
products outside the region without necessarlily creating 1a néai ;ct
for indigenous manufactures. South.ern Italy is Dot 80 h150 ate a };?c
transport costs give it great protection. In ad_d1t10n tde're may e
some conflict in agriculture between using the increase mazlm‘c; ]shc-
capita for investment in agriculture or for consumption, anc 1"m@
Jatter, whether of food or of industrial goods. Thc.extra 1ncohasz
it is clear, can only be used once, and for poor coun;:lncs,. as ertr;g -
ized, it is likely to be eaten in’ great part.rathcr than 11\1/1[ves ed ¢
Fei and Ranis believe) or spent on industrial products (Mrs. Lu ).
In short, Mrs. Lutz’s idea is interesting but not convincing.

Training

One hoped-for dynamic g:flin %s the training ofﬁ 1;;1dust(rliz;1hwto1;liz1;
for the Mediterranean countries 1o Europe. . It is OPE'H‘ a ired
will return, and that they will bring bacl? with them s 51 s r‘e:c%ulife
for economic development, and also adjustment to 111);- ustrfal geci
The process of conditioning men for factory work hzs ccnn;aent yand
in terms of stages of recruitment, comnutment,hfl }:rancc; ne anc
maintenance, by which is mealft a(ll ;hc steps which go to

and into a factory worker (20). '
mral’l‘llllis breaks down fnto two quest%ons. Will -they come bia;:l;;
and if so will they have learned anythmg_? Qn the fESt Lssuei,s 116;8.
fele in many European quarters t.hat Eem1grat1on to Pulioigf -
likely to be permanent than emigration ovcrseasil o;,g : g.e Bt
emigration overseas before World War I from Southern Europ

: Lt le-
(19) S¢e Vrma Lurz, “ Some Structural Aspects of the Sou‘thmn Problim. thegcuzlzsﬂy-
mentarit?r of ‘Emigration’ and Industrialization ?, Banca Nazionale del Lavoro

i No, December 1961), pp. 39391, ‘ i
RW!G'W(;O) %inx( Krrz, FREDIRICK Harnson, Joun T. Dunior, CuarLis A, Mvons, Industni

lism and Industrial Man, Cambridge, Massachusctts, ﬂarvard University Press, 1960.
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not permanent, despite the fact that it is remembered this way. And
many of those who now go abroad for five vears to acquire a certain
capital sum will find themselves scttling abroad ex posz, despite their
ex ante intentions. It is further clear that those who do return do-
not always return to the same region or sector from which they
departed. It is estimated that only 10 to 15 per cent of the emi-
grants from Greek rural areas will return to their villages (21),
and Italian data on internal and external migration indicate that
from 1959 to 1961 the Mezzogiorno had an excess of emigrants over
imtnigrants vis-a-vis foreign countries, whereas the North and Center
had an excess of inward migration (22). Thus Switzerland and
Germany served, in a small way, to assist the migration from South
to North Italy.

Italy takes the view that it is up to the individual whether he
returns or not. Greece has a program of attempting to eficourage
return, especially of those of its citizens who went abroad as students
and settled down (23). Turkey limits the validity of its emigrants’
passports to two years, hoping to force return, It has been suggested
that the Spanish are somewhat fearful of the return of Spanish
workers who have been long abroad, and acquired a taste for poli-
tical freedom. But all countries officially desire the ultimate return
of their people.

If they return, will they have acquired any skills useful for
cconomic development? In the case of the Greck students Just
mentioned, most of them will have, but some classes of these, espe-
cially the doctors and scientists, are most reluctant to return to work
with inadequate hospitals, laboratories, technical assistants or nurses,
There arc said, for example, to be 2,500 to 3,000 Turkish doctors
abroad, despite the fact that the medical profession is held as the
highest profession (24).

For the mass of workers who have served in European factories
and on European farms, there is a substantial question. With emi-

(a1} See A. Pererasts, “ Les Problémes de la Main d'Oeuvre... ”, p- 322,

(22) Communicated privately by the Bank of Iialy on the basis of figures of ¢he
Relazione de! Comitato dei Ministei per il Mezzogiorno, For a similar discussion of the
relations between internal and external migration in Greecs, see B, Kayser, Géographie
hutmaine de ln Gréce, Paris, Presses universitaires de France, 1964, Chapter IV and V,

(23} See Grorer C. Hantoris, ¥ An Bxercise in Voluntary Repatriation in Greece *,
The OECE Observer, No, 11, (August 1964), pp. 12-15.

(24) R. Rozmvsow, op, cit., pp. 56, 04.
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fation to the United States prior to Wor.ld War 1, t.hcrﬁf was rz
difference in the experience of the returning Norwe'g1ar11 ?;rr'l:d
and Ttalian laborers. The farmers had. made a success in l; }11f:d ma1 ;d
States, and came back impatient with .Nor.wegmn. me ?tasi nd
anxious to try new techniques. The American: rctulrmfn‘,c_lg1 to 5 z;nts
the other hand, were not among the more succ.essfut of the emig ot
and lived on their means — without investing in busui;ae:sben Ch;
rises — and were reluctant to work for wages. .Thos.e Who I}Ju% !
land had learned nothing of agricultural technique in the Sr; uecp
States, where they had been labOrers‘ fc?r the nnost pzﬁt in C}?éln e
tion, They dressed differently, b}lt w1thip.were basica {1 11,(1;(:‘[m-mgine(.i
their way of life and their social ambitions were stlh ethan red
by the social conditions of the home country, rather
i tates (25). . .

Uth‘I?l lénow 5105)W&y of ascertaining what t.hc _oitc?me Wﬁl i:;hli
Europe, but surely the Greek Government 1s rigrt. in scel Eg‘ wha
can be done first to increase the training 0? its citizens in {a }1) ,
and second to encourage their return, A third step, ap(;ilflrcnf yn? ic;
under way in Greece, is to ease the problems of reaE JUStI'I;CduCed
Greek life, especially for trained Pcrsonncl who .havt:.11 c‘;:n éifﬁcu]t
to change their intention to remain abroad. -This will be ,

but it is surely worth attempting.

The Stimulus from Higher Wages

Put the main dynamic gain from emigration — albeit a proble-

matic gain — is the stimulus to investment and technological change

from raising the marginal product of. labt_)r,‘and shifting fimril tg
disequilibrium system in which lal?oj: is paid its average p];o liletails
one in which marginal product pricing ta_kes place. Forht e el
of the analysis in static terms, the reader is rcfcrrc?d to the ;?Vrtzl inary
Fei and Ranis, either in the book ah:eady c1t.cd, or in téle pre ; - kﬂ);
article form (26). But their analysis focusing on industry neg

' . [LI
merica in Europe ™, I

3 igrati Image of Al )
{25) Sce Incmp SoMumygseN, “ Emigration and the £ ls, Univessity of Nin-

H. 5. Commnerx, ed.; lmmigration and Americon History, Minneapo

s . 42-45, 52. ‘ o
newta(zg;sss’eexggl, %I:.m: :ﬁd slorm C.H, Fu, A 'Theory of Ecenomic Deve}OPmCH

American Econamic Bevigw, Vol, LI, No. 4 {September 1961), pp. 333-565.
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the dynamic impetus of rising wages on investment and techno-
logical change in agriculture, which in the case of emigration from
a country, rather than a sector, may apply throughout the economy.

Historical examples may be helpful. In the first half of the

1gth century, the large-scale movement out of English agriculture
gave risc to the era of High Farming — new techniques of drainage,
deep plowing, mechanical cultivation and harvesting, In France
since World War II, the rural exodus has produced an enormous
increase in investment, reorganization of land use, big increases
in productivity, and in fact agricultural surpluses as productivity has
risen faster than the outward migration. Some farms have been
abandoned in the Southwest but many of them have been taken over
by returning settlers from Tunis and Algiers and farmed on a dif-
ferent scale with new techniques.

__ This sort of stimulus is felt in the Mediterranean arca as well,
McNeil tells of the village of Lofiscos in Greece which found it
impossible to hire outside labor and shifted to the development of
a more intensive farming, with wheat, well irrigation and machi-
nery (27). Pintado sces the beginning of modernization of agricul-
ture in Greece, Southern Italy, Yugoslavia as a response to the
tightening of labor availability, It is alse starting slowly in Portugal
which is the central object of his study (28).

Rising wages may require changes in institutional organization
which are difficult of accomplishment: the rememébrement or con-
solidation of small land holdings into large units, as in France, or
the repeal of legislation forbidding frec movement of workers, as
in Italy. But the removal of excess supplies of labor and raising
the worker’s wage to his marginal product requires the farmer to
economize, i.e. to calculate the relative returns to labor, capital and
land. When excess supplies of labor exist, the labor is an overhead
with zero marginal cost and is always used wherever it can physi-
cally be substituted for other factors.

As in agriculture, so in services and small-scale industry, The
opportunities for increasing efficiency in services are not great per-
haps, but there is much room for productive efficiency in the artisan
and handicraft fields. In modern industry, the problem may be

(27) McNsuw, op. e, pp, 94-95.
(28) V. Xavmer PrNvano, Structure and Growih of the Poriuguese Econamy, na place
stated (Geneva?), European Free Trade Area, July ig64, pp. 73, 70, 95.
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otherwise; too lavish a use of capital, too k}igh Wzges, ?rgiusatrhlgfllgr
lv price for labor in the economy _outsldc modern 111% y v o 1?
fi{:)P ﬁgthfi)ng to help here, beyond reducing thcblsolatfn o ttb:i Is;;c o
The Mediterranean reaction to this may be: why nlOP bring (¢
i abor, rather than the labor to the capitalr pos
giabplgatlot(;ltt?re gﬁgomarginal physical products to make them aé:;?;d
ore fully with factor prices either by sul.)t.ractmg l]a;bor, h(;rve;d thigs
Irf:I;lpital A system of equilibrium 1fac(;or pncmgm (:fde‘fef&, Hfient _
| as hould equally lead to econo -
" I;lzr}‘?raeus, agldltstl}?ilsl ana?ysis };ssumes a two-factor world when r1n
calit tfle];l)'e. are many more to be f:ons1dcrcd, land and Ic;ngc%tzl
;e(urs}lfﬁp at the very least, accessibility to mark.cts, 'CE' ) Osls)iblc
can be substituted for these as Wel.l as for labor,h1t rlnli%h; b :J:dpis ble
to achieve the same result in this way,_bu't the {t fibood 15 hot
great. In Southern Ky o e e Tarpocle movcment
failed to produce striking results, wh large scale movernen
area has finally stimulated effective grow 1
f(?’}friiggl‘ I?S;tsgatlhzn_d Spain are also growing and transf}cl)rm‘;r;;g,h\zutolé
cmigra,tion, while Turkey still lies stagnant under the weig
massgriisi:}iilg;eshz: iilz?:l and political costs. It may lfavc g:glea;:
RossLDo%ia has called “ concentration camps ” of 01}(11 fe:gde,az men
and children — villages without men. At the othe nd are mer
huddled into barracks like the British farm Iangcrs- int fe {Edustrial
slums of the rgth century, exposed to sordid life o f 1hc stril
cities (29). Greece worrics particularly about the‘ effccé: % the & ];;on
pulatio‘rdl of her border with Albania, Yugoslavia and Bulg

i i “ ions?  in Torima
{2g) Sce for example, the article by Kyriakides, cntxtl;d A..xag]g:satg;; ey Athenty
’ indly communicated by the Amer Y, A
‘ebruary 12, 1965 (kindly commn y o
e et o b -d’ FGermans are willing to work one heut a day long %Hn ~
" Seventy ot o re'(11 home But why should the Germans be Wi g
; forei ‘opests’ will return home... e e b
” 1h51 fﬂfﬁi%{“ T}%n answer is given by a French reporter, Unlawiul Erostl‘tlll e,v > l:ccond
® i i irls
ok ?:f;élism narcotics, and misunderstanding, Desides thc;;:, tto emﬁkc ,ﬂw'n- onthly
blm-ss a1:’: very (,:xpensive and so the ‘guests’ in order to be fn Zd e e gl
o ian r even wives, are forc
. their old parents, flancees o 55 ) e om0
iemlttancfso tg,: added tha[; besid:is the ‘goad’ workers, there have arr}vej ;armers S
oomiet ‘ i hicves. etc, who took no time to fin
- i mugelers, professional thieves, ete, ¢ e o oblems
o mnwci:s,smflt- gtf terjroFx"izc the streets and whole neighborhoods t;:nd ;rtiz;r i g Exprcssc
g{mg;‘ GZrmah police... ™ {translation by M. Chacholiades). ) For thtl: (1.:101. : nilong. g
;or thE: Kriminalamt in Wicshaden —- that the crime rate is nc?p ig };onem e Spiegth
g 1;:;'5 in Germany than that of the native population — see er a”™,
wor

No. 41-64, October 7, 1564, p. 56.
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her national defence, The heav
now been prohibited. The non-
nificant, even though
calculus,

Emigration may not stimulate. If the conditions are not ripe,

the economy will merely decline, This possibility exists and must

be taken into account, even though Greek leadership seems to be
unduly afraid of it,

The positive response of reorganization of the
home economy, training for emigrants abroad and programs of
repatriation and readjustment to an cxpanding economy (30) arc
far superior to the steps of forbidding movement from certain areas,

limiting recruitment by foreign organizations, requiring cash hold-
ings before emigration’ is allowed.

y migration from Macedonia has
economic costs are far from insig-
they cannot be taken into the economic

Conclusion

When conditions are right, as they scem to have been from
1959 to 1964, largescale migration can contribute to the best of
all economic worlds: rapid growth in the country of tmmigration,
based on unlimited supplies of labor, and rapid growth in the
country of origin, where the elimination of excess labor contributes
to more effective resource allocation, The growth models are dif-
ferent, but each in its way is effective, In the receiving country
growth is helped by holding wages down, and profits and invest-
ment up. In the country of emigration, growth is helped by raising
wages and stimulating more effective resource allocation and techno.
logical change,

It is not clear how far this fructifying process can go. Fcono-
mically there seems to be some cvidence that German capacity to
absorb immigrants at the same rate is constrained by the skill mix:
Germany has open places for 950,000 workers in all, but for only
45,000 foreign workers, Politically, such a country as Switzerland
begins after a time to fear that jts national identity and social,
political and religious internal balances are threatened by immigra-
tion, and calls a halt to the influx, Moreover, it takes a risk as
it comes to depend on foreign labor and short-term capital that the

(30) See XmNormon 'Zovotas,

Monetary  Equilibrium  and Fconewmic Development,
Princeton, New Jersey,

Princeton University Press, 1963, Chapter VIII,
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use of these resources would be halted abruptly, rather than with
the same gradualness as the inflow. Such an exodus would present
grave difficulties of adjustment internally as well as externally.

Parallel to these limits in Northern Europe, there are limits in.
the South, that too much of the skilled labor and energy of the
economy will be drained off, and politically that the loss of numbers.
and youth may reduce the society and polity below effective scale.
And the risk exists that all the emigrants will return at once to
upset the economic, social and political balance,

Within these limits, and discounting these risks, however, emi-
gration can be, and has been a positive force for growth in the
South. Lewis, Nurkse, Lutz and Fci and Ranis have the better of
the argument over Myrdal and Gini.

Cambridge (Mass.) C. P. KINDLEBERGER



