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zUniversità degli Studi di Milano, Centro Studi Luca D’Agliano (LdA), CReAM and IZA.
e-mail: tommaso.frattini@unimi.it.

Abstract

The combination of increasing immigration pressures and restrictive policies imperfectly

enforced by many destination countries has made illegal immigration widespread. This

article provides an overview of the mechanisms behind the formation of migration policies

and how they lead to or limit the presence of illegal immigrants. We also study how gov-

ernments deal ex post with the presence of undocumented foreign workers by introducing

immigration amnesties. We review the determinants of their introduction and address their

desirability from the point of view of aggregate welfare. As countries in the European Union

differ substantially in the implementation of both ex ante and ex post immigration policies,

we emphasize the need for more coordination in the area of migration policy enforcement,

both at the border and within each country (JEL codes: F22, J61).

Keywords: international migration, government policy and regulation

1 Introduction

Illegal immigration refers to an act of migration that is carried out against
legal provisions of entry and/or residence in the destination country. There
are many possible avenues through which an individual might become an
illegal immigrant. Citizens from nations which do not have automatic visa
waiver agreements, or who would not qualify otherwise for a visa, often
enter their destination country by crossing the border without inspection
(illegally). Alternatively, individuals might become illegal immigrants by
simply overstaying the period of legal permanence in the country.
Similarly, unauthorized immigrants who have been denied asylum or tem-
porary protected status and continue to be in the destination country are
considered to be unauthorized residents.
More generally, illegal immigration comes about because most countries

have in place measures to limit the inflow of foreign nationals, which are
not perfectly enforced. Growing migration pressures in the presence of
restrictive policies have contributed to make the phenomenon widespread,
and illegal immigration features prominently in the public debate
(Facchini et al. 2011b). Yet, there are important differences both in
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terms of the stocks (and flows) of undocumented foreign nationals, and

the policies which are adopted to handle them once they are in the host

country. Table 1 (taken from Dustmann and Frattini 2013) gives an over-

view of the size of the phenomenon in the main destinations.
The best available estimates suggest that in 2009, 3.5% of the total

population in the USA was made up by irregular migrants. This means

that almost one out of three immigrants was in the country illegally. In

Europe, the figures are on average much lower, but there is substantial

heterogeneity across countries. The phenomenon is basically absent in

Norway or Denmark, very small in countries like Finland, Sweden, or

Germany, while it is instead sizeable in the UK, the Netherlands,

Greece, and Italy. In the UK, for instance, between one out of eight

and one out of four immigrants violates the local legal provisions, and

only slightly smaller figures apply to the case of Greece and of the

Netherlands. Triandafyllidou and Vogel (2010) point out that ‘status-

related flows’ are much more important in Europe than the ‘geographic

flows’ that instead play a key role in the USA in generating irregular

Table 1 Estimates of undocumented immigrants, 2009

Country As a % of total population As a % of immigrant population

Minimum
(%)

Maximum
(%)

Minimum
(%)

Maximum
(%)

Austria 0.22 0.65 2.2 6.5
Belgiuma 0.82 1.24 9.4 14.2
Denmarka 0.02 0.09 0.3 1.7

Francea 0.28 0.63 4.9 11
Germany 0.24 0.56 2.7 6.3
Greece 1.53 1.86 9.1 19.2

Irelanda 0.68 1.41 6.7 13.8
Italy 0.47 0.77 9.5 15.7
The Netherlandsa 0.38 0.8 9.1 19.2
Portugala 0.75 0.94 18.4 23

Spaina 0.62 0.78 6.1 7.7
Sweden 0.09 0.13 1.6 2.4
UK 0.68 1.41 11.4 23.6

EU-15a 0.46 0.83 6.6 11.9
USA 3.5 28.4

aDenotes low-quality estimates.

Source: Dustmann and Frattini (2013).
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migrants. This is true even if smuggling foreign workers across borders is

much more likely to catch newspapers’ headlines. For instance, despite the

media coverage given to the arrival of undocumented migrants on Italian
southern shores, data from the Italian Ministry of Internal Affairs suggest

that between 2000 and 2006 over two thirds of the undocumented immi-

grants in Italy were visa overstayers, that is, individuals who entered the

country with a legal visa but did not leave once the visa expired (Fasani

2010).
The goal of this article is to provide an overview of how illegal immi-

gration comes about, that is, of the process through which restrictive

immigration policies are formed and their imperfect enforcement leads

to the presence of illegal immigrants. We will start by exploring the role

played by individual preferences and discuss how they are aggregated into

a policy outcome in democratic societies (Section 2). We will then focus on
the measures that can be adopted to limit the stock of illegal immigrants

(Section 3). In Section 4, we consider one instrument which has often been

used to deal with illegal immigration ex post, namely, an immigration

amnesty. We will look at some new results on what determines the intro-

duction of a broad legalization program in a sample of OECD countries,

and discuss the desirability, from the point of view of aggregate welfare, of
using this instrument in the first place. Section 5 concludes our analysis,

highlighting the need for more coordination in the enforcement of immi-

gration policies among countries in the European Union, where (irregular)

workers are free to move across national borders.

2 The Political Economy of Illegal Immigration

As we have already argued, illegal immigration comes about because most

destination countries set policies to limit the legal inflow of foreign work-
ers. What drives the formation of these policies in the first place? In this

section we review the explanations that have been proposed in the eco-

nomics literature, while referring the interested reader to the insightful

papers by Espenshade and Colahun (1993), Joppke (1998), Berg (2009),

and Ceobanu and Escandell (2010) for perspectives from other social
sciences.
A useful conceptual framework to study the process by which economic

policies come about has been proposed by Rodrik (1995) and adapted to

the study of immigration policy by Facchini and Mayda (2010). The

scheme is illustrated in Figure 1 below. The basic idea is that the formation
of immigration policies is the result of the actions carried out by several

groups of agents, and can be thought of as the equilibrium outcome of the

interaction between a ‘policy demand’ and a ‘policy supply’.
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On the demand side, the preferences of individual agents toward the
inflow of foreign workers, legal and illegal, are the primitives in the prob-
lem of the policymaker. These preferences are shaped by a variety of
economic and noneconomic factors, and much attention has been dedi-
cated by the political economy literature to the process by which these
preferences are aggregated into a policy demand. Various channels have
been highlighted, starting from the role of grass-roots movements, to pol-
itical parties and pressure groups. On the supply side of migration policies,
we need to identify the relevant policymaker’s preferences and to under-
stand the institutional framework in which he comes to operate. Building
on this framework, we start by investigating the drivers of individual pref-
erences toward immigration.

2.1 What drives individual attitudes toward illegal immigration?

A large body of literature has studied the drivers of individual preferences
toward immigration, highlighting the role of both economic and noneco-
nomic factors. There is instead much less evidence on what drives attitudes
toward ‘illegal’ immigration in particular. We start by discussing the deter-
minants of attitudes toward overall immigration, and turn next to inves-
tigate the drivers of preferences toward illegal immigration.

pressure groups, political 
parties, grass-roots 
movements (B)

individual preferences on 
immigration policy
(A)

institutional structure of 
government
(D)

policymaker preferences

(C)

Immigration policy outcomes

“demand side”
of immigration 

policy

“supply side”
of immigration 

policy

Figure 1 Determination of immigration policy.
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In modeling the role of economic drivers, the existing literature has

assumed that individual respondents are characterized by self-interest
maximizing behavior. As a result, in forming their opinion, agents con-

sider the impact of migration on their own utility. Since the economic
consequences of migration are uneven across the population, the main

economic drivers of attitudes are associated with the income-distribution

effects of migration. Two mechanisms have been studied in detail: the
labor market and the welfare state channels. To understand the working

of the former, assume that skilled labor and unskilled labor are combined
to produce a single good according to a constant-returns-to-scale produc-

tion function. Theory predicts that, through substitutability and comple-
mentarity in production, the income-distribution effects of migration

depend on the skill composition of migrants relative to natives in the

destination country (see Benhabib 1996; Borjas 1999). If immigrants are
on average less skilled than natives, skilled workers will benefit from

migration, while unskilled workers will be on the losing end. The reason
is that the arrival of immigrants will tend to decrease the unskilled wage,

whereas it will increase the skilled one. If, on the other hand, immigrants

are on average more skilled than natives, the labor market effects of
migration are reversed, that is, immigrants will hurt skilled natives and

benefit unskilled ones, as their arrival will induce a decrease in the skilled
wage and an increase in the unskilled one. Therefore, the empirical pre-

diction of this simple model is that, in countries which receive more
unskilled migrants (relative to natives), a positive relationship should

hold between voters’ individual skill and pro-immigration attitudes

whereas, in countries which receive more skilled migrants, a negative rela-
tionship should be observed.
The empirical evidence in the literature is broadly consistent with these

theoretical predictions. In an early contribution, Scheve and Slaughter
(2001) find that, in the USA, unskilled workers are more likely to

oppose immigration, relative to skilled workers. This result is consistent
with the labor market competition hypothesis outlined above: since immi-

grants in the USA are on average less skilled than natives, they compete
with unskilled workers in the labor market. Broadly similar results have

been obtained also by Dustmann and Preston (2001, 2007) using UK

data.1

One concern that could arise in assessing the results of studies based on
one-country data—where all the receiving countries separately analyzed in

the literature are rich and tend to receive unskilled migrants—is that the
positive correlation observed between skill and pro-migration attitudes

1 For a more critical perspective, see Blonigen (2011).
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could be driven by noneconomic considerations—rather than labor-mar-

ket competition—as pointed out by Hainmueller and Hiscox (2007). For

example, more educated individuals might be more pro-migration because

they are more open to different cultures, more cosmopolitan and more

tolerant. Scheve and Slaughter (2001) explicitly address this possibility,

and show that the impact of individual skill on pro-migration preferences

disappears for individuals out of the labor force. This result is evidence in

support of the labor market competition hypothesis and against an inter-

pretation of the skill–attitudes correlation based only on noneconomic

factors.
Another way to confirm the robustness of the labor-market competition

result is to carry out a cross-country analysis. By doing so, researchers are

able to exploit the variation in the composition of the immigrant popula-

tion across different destinations. According to the economic model, edu-

cated respondents should be more favorable to immigration only in

countries which tend to receive unskilled migrants (high per capita GDP

countries) while they should be less supportive in countries which tend to

receive migrants who are more skilled relative to the native population. If

education were just a proxy for openness to different cultures, we would

not expect this relation to hold. Mayda (2006) carries out one of the first

cross-country analyses and finds evidence which is very consistent with the

labor-market competition predictions: individual skill is positively corre-

lated with pro-immigration attitudes in countries where immigrants are on

average unskilled, while it is negatively correlated with attitudes in coun-

tries where immigrants are on average skilled, relative to the native popu-

lation. Facchini and Mayda (2008) show that the labor market effects are

robust when considering surveys carried out in different time periods.

Ortega and Polavieja (2012) find similar results, emphasizing how the

attitudes of natives are more likely to react to the presence of immigrants

when their exposure to competition in the labor market increases, because,

for instance, they are employed in a manual occupation, which requires

limited communication skills.
The second economic driver highlighted in the literature is the welfare

state. The main OECD destination countries are characterized by large

welfare states (Boeri et al. 2002), through which the public sector redis-

tributes a substantial fraction of national income across individuals. In

these contexts, immigration has a non-negligible impact on public

finances, since foreign workers both contribute to and benefit from the

welfare state. The aggregate net effect of immigration on the welfare state

is either positive or negative, depending on the socioeconomic character-

istics of immigrants relative to natives. This aggregate effect will also affect

the post migration net income distribution and, as the recent literature has
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shown, this is important to understand public opinion on immigration
(Mueller and Tai 2009).
In their analysis of attitudes toward immigration in the USA, Hanson

et al. (2007) find evidence that the positive correlation between pro-immi-
gration attitudes and education, driven by the labor market, becomes
smaller in absolute value and even negative in US states in which the
fiscal exposure to immigration is high. This evidence suggests that indi-
viduals expect the welfare state to react to the presence of immigrants
through changes in the tax rates, as individual income and education
are positively correlated, and immigration to the USA tends on average
to be unskilled. Similar evidence has also been obtained by Facchini and
Mayda (2009) in a cross-country study that has used the 1995 round of the
International Social Survey Panel and the 2003 round of the European
Social Survey.
Besides economic drivers, Scheve and Slaughter (2001), Mayda (2006),

and Facchini and Mayda (2009) consider also the role of noneconomic
factors, such as the perceived crime and cultural impact of immigration,
the role played by racism, sciovinism, etc., even though these factors are
not the focus of their analyses. As also argued by Dustmann and Preston
(2007), all these elements do play an important role in shaping attitudes
toward immigration.
What are the individual preferences toward illegal immigrations? What

are the factors that shape them? As mentioned before, the economics lit-
erature on this matter is rather scant, notwithstanding the prominence of
the issue on the policy agenda. A possible explanation is the limited avail-
ability of survey data in which illegal immigration is explicitly considered.
An important exception is the 2003 round of the International Social
Survey Programme (ISSP Research Group 2012). Interestingly, this data
set allows carrying out a broad comparison between attitudes toward
overall immigration and a measure of opinions toward illegal immigra-
tion. To that end, we can consider two questions. The first one focuses on
overall immigration and has been used by several researchers in the past. It
asks ‘Do you think the number of immigrants to [COUNTRY] nowadays
should be . . .’, and the five possible answers are ‘1. Increased a lot’, ‘2.
Increased a little’, ‘3. Remain the same’, ‘4. Reduced a little’, and ‘5.
Reduced a lot’. The second one focuses instead on illegal immigration,
and asks ‘How much do you agree or disagree with the following state-
ments?. [COUNTRY] should take stronger measures to exclude illegal
immigrants’, and the five possible answers are ‘1. Agree strongly’, ‘2.
Agree’, ‘3. Neither agree nor disagree’, ‘4. Disagree’, and ‘5. Disagree
strongly’. To compare the two questions, we have rescaled the answers
to the first so that a higher number corresponds to an increase in the
openness toward immigration. The aggregate results for advanced
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destination countries are reported in Table 2. The first two columns con-

tain the average and the median value of the indicator for overall immi-

gration, while the latter two report the same figures for illegal

immigration.
There is substantial heterogeneity across countries both in attitudes

toward overall immigration and toward illegal immigration in particular.

Table 2 Attitudes toward legal and illegal immigration (ISSP 2003)

Country Average
pro-immigration

Median
pro-immigration

Average
pro-illegal

immigration

Median
pro-illegal

immigration

Australia 2.73 3 2.06 2

Austria 2.10 2 1.81 1
Bulgaria 2.19 2 1.35 1
Canada 2.85 3 1.77 2

Chile 2.24 2 2.16 2
Czech Republic 1.98 2 1.57 1
Denmark 2.32 2 1.86 1

Finland 2.76 3 1.88 2
France 2.00 2 2.11 2
Germany 1.85 2 1.78 2
Great Britain 1.79 1 1.73 1

Hungary 1.96 2 1.56 1
Ireland 2.24 2 2.03 2
Japan 2.40 2 1.56 1

Latvia 2.19 2 1.81 2
The Netherlands 1.95 2 1.84 2
New Zealand 2.35 2 1.64 1

Norway 1.98 2 1.60 1
Poland 2.30 2 2.37 2
Portugal 2.33 2 2.37 2
Russia 1.72 1 1.74 1

Slovak Republic 2.20 2 1.68 1
Slovenia 2.35 2 1.98 2
Spain 2.46 2 2.64 2

Sweden 2.29 2 2.11 2
Switzerland 2.47 3 2.05 2
USA 2.33 2 2.15 2

The table reports mean and median attitudes pro-immigration (columns 1 and 2) and pro-

illegal immigration (columns 3 and 4) for each advanced destination country. The table is

based on v55 and v62 in the 2003 round of the International Social Survey Programme.

Variable values range between 1 and 5, and are rescaled so that a higher value corresponds

to more favorable attitudes toward immigration.

page 8 of 28 CESifo Economic Studies, 2015

A. Casarico et al.

 at U
niversity of N

ottingham
 on M

arch 12, 2015
http://cesifo.oxfordjournals.org/

D
ow

nloaded from
 

s
s
http://cesifo.oxfordjournals.org/


As for the former, individuals based in Great Britain, Germany, and

Russia appear to have particularly negative views toward immigration.

Respondents based in Canada, Australia, and Finland are instead the

most open. Turning to illegal immigration, individuals based in

Bulgaria, the Czech Republic, Hungary, and Japan feel particularly

strongly about the need for their government to take a tougher stand

against the phenomenon. Respondents based in Spain, Poland, and

Portugal appear instead to be less concerned with this issue.
Interestingly, comparing columns (1) and (3) (and columns (2) and (4)),

we can see that respondents in the vast majority of the countries con-

sidered in the sample appear to hold more negative views toward illegal

immigration than overall immigration, an unsurprising outcome, given

that illegal immigrants are often perceived to be competing unfairly with

natives by taking jobs in the informal sector, to be not paying their way

through the welfare system, and to be more likely to end up in the criminal

sector.
This differential attitude toward legal and illegal immigration is con-

firmed also by an analysis of more recent data from the Transatlantic

Trends: Immigration 2010 (Wunderlich et al. 2010), that are available

only for eight countries: Canada, France, Germany, Italy, the

Netherlands, Spain, the UK, and the USA. In particular, the survey

asks two similar questions on legal and illegal immigration: ‘Can you

tell me if you are worried or not worried about legal immigration?’ and

‘Can you tell me if you are worried or not worried about illegal immigra-

tion?’. The possible answers are only ‘yes’ or ‘no’. Table 3 reports the share

Table 3 Attitudes toward legal and illegal immigration (Transatlatic Trends
2010)

Country Worried by

legal immigration

Worried by

illegal immigration

Canada 22.2 53.5

France 18.3 59.9
Germany 28.8 58.6
Italy 26.1 83.3
Netherlands 27.0 61.8

Spain 22.0 74.7
UK 35.4 72.1
USA 17.7 60.5

The table reports the share of each country’s population who declares to be worried by

legal (column 1) and by illegal (column 2) immigration. The table is based on Q6_1 and

Q6_2 in Transatlantic Trends: Immigration, 2010.
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of individuals who declared to be worried by legal (column 1) and illegal

(column 2) immigration, in each of the six countries covered by the survey.

The difference between the two columns is striking: while the share of

population worried by legal immigration ranges between 18%, in the

USA and France, and 35%, in the UK, the fraction of respondents who

are worried about illegal immigration is between 53% in Canada and 83%

in Italy.
The analysis of the drivers of attitudes toward illegal immigration which

we have just described is sparse. In one of the few studies looking at the

role played by economic factors, Fino (2010) uses the ISSP data set to

compare the drivers of preferences toward immigration in general, and

toward illegal immigration in particular. She finds that economic factors

do play a role in shaping preferences toward illegal immigrants. In par-

ticular, less skilled individuals are more likely to oppose illegal immigra-

tion, and this result is compatible with a labor market competition story,

as illegal immigrants tend to be less skilled than legal migrants, and be

close substitutes of less educated domestic workers. At the same time, she

does not find evidence for a role played by the welfare state.
Facchini et al. (2011b) have instead used the Cooperative Congressional

Election Study survey, which was carried out in the USA around the 2006

midterm election, to look at the effect of noneconomic drivers. In particu-

lar, using a question on individual preferences toward the immigration

reform that was being discussed in the Senate at the time, they focus on

the role played by different media outlets in shaping individual attitudes

toward illegal immigration in general, and toward the path to legalization

that was entailed in the reform. Interestingly, they find that media expos-

ure does affect preferences, and in particular that viewers exposed to Lou

Dobbs’ strong anti-immigration rhetoric were 9 percentage points more

likely to be against legalization than CBS viewers.

2.2 From individual preferences to migration policy

Individual preferences are aggregated and become political demands as a

result of the working of grass-roots movements, political parties, and/or

interest groups (box B in Figure 1). This process is clearly affected by how

severe the collective action problem is for certain groups. Such severity is

in turn driven by several factors, for example, the geographic or sectorial

concentration of members of a group.
On the supply side of migration policy, government preferences play an

important role (box C). Are officials interested in aggregate welfare, that

is, do they just wish to maximize society’s well-being? Do they care only

about being reelected, that is, do they try to please the majority? Are their

choices driven by ideological considerations? Are policymakers
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particularly responsive to the demands of specific groups within society,

that is, do they use migration policy as a tool to transfer resources to a

specific group? Finally, is the institutional structure of the government,

that is, for instance which body is in charge of setting migration policy,

likely to be an important factor in shaping the policy (box D)?
The extent of detail to which the policymaking process is analyzed varies

greatly in the existing models. Whereas quite a bit of attention has been

dedicated to the process through which individual preferences are aggre-

gated, the policymakers’ preferences are typically described in a very

reduced form fashion,2 and limited attention has been paid to the details

of the institutional setting in which migration policy is set and enforced.

More work needs to be done in this area, as the destination countries vary

substantially in their political institutions. In the remainder of this section,

we will describe the two main frameworks which have been proposed by

the literature, that is, the median voter and the pressure group models.

2.2.1 The median voter framework

The median voter model has been used to illustrate the migration policy

formation process by Benhabib (1996), and extended by Ortega (2005). In

both papers, the authors assume that the enforcement of the measures

introduced by the host country governments to limit immigration flows

is costless, and that the supply of potential immigrants is perfectly known.

As a result, neither of these models can explain the presence of illegal

immigrants.
To capture instead this possibility, Facchini and Testa (2012) develop an

alternative framework in which an elected politician faces uncertainty on

the supply of potential migrants and needs to invest resources in order to

enforce the official migration target he sets. In this model, the authors

envision the possibility that illegal immigration might just be the result of

informational constraints faced by the government and model the role of

political economy forces (see Hanson and Spilimbergo 2001 and Fasani

2009) in shaping the extent of migration policy enforcement. They build a

simple two-period political agency model in which an incumbent politician

sets in each period an official migration target, which will be publicly

announced, and chooses the level of enforcement, which is not directly

observed by the electorate. At the end of the first period, based on the

2 Two interesting exceptions are the recent models by Solano-Garcia (2006) and Llavador
and Solano-Garcia (2011) where the migration preferences of political parties competing
in elections are explicitly modeled. In particular, Solano Garcia (2006) considers a
Downsian model with exogenous differences in the party’s migration preferences, whereas
Llavador and Solano-Garcia (2011) build an endogenous party formation model in which
immigration is the salient electoral issue.
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official immigration target and on the number of immigrants actually in
the country, the native population decides whether to reelect the politician
or to replace him. In the second period, the supply of foreign workers is
known, and the world ends. Importantly, the key player in the election is
the median voter, whereas the politician might be of one of two types,
which is unknown to the median voter at the time of the election. In
particular, he can either be a ‘populist’, and share the very same prefer-
ences as the median voter, or he can be ‘utilitarian’, and have the same
preferences as the average voter (that is, his objective function is aggregate
welfare). Assuming—as it is standard in this literature—that the median
voter owns a lower share of capital than the average voter, due to com-
plementarities in production between labor and capital, the median voter
will prefer to admit fewer immigrants than the average voter. If the pol-
itician in power is a populist, he will always set the target at the level
preferred by the median voter, and implement the median voter’s preferred
enforcement level. As a result, he will be reelected to office at the end of
the first period. In this case, illegal immigration can only arise if there is a
positive immigration supply shock, and it is the result of the underlying
uncertainty on the supply of foreign workers. In the more interesting case
in which the politician in power is instead utilitarian, he might play stra-
tegically, in order to have a chance of being reelected. He might do so
because, by being in power in the second period, he will be able to imple-
ment his first best policy when the uncertainty on the supply of foreign
workers is revealed. Therefore, the benevolent politician might find it
optimal to try and ‘pool’ with the populist one, with the goal of inducing
the median voter into believing that he is actually a populist. In particular,
one possible strategy entails investing in enforcement the amount that
would enable the politician to admit in the country under the low state
of the world the same number of foreign workers that would have been
admitted by a populist politician under the high state of the world. By
doing so, if ex post the actual supply of foreign workers is low, the utili-
tarian politician will be reelected and a moderate inflow of illegal immi-
grants will take place. On the other hand, if the supply of immigrants is
high, a large inflow of illegal foreign workers will occur, the true prefer-
ences of the politician will be discovered, and he will be replaced in the
elections at the end of the period. Thus, the model by Facchini and Testa
(2012) can rationalize the large number of illegal immigrants observed in
some destination countries as the result of a gap in preferences between an
elected politician and the median voter, uncertainty on the supply of for-
eign workers and the superior information available to the politician on
the extent of resources invested in policy enforcement. Interestingly, the
model is also able to shed light on some important differences that exist
across countries in the size of illegal immigration, focusing on drivers on
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the demand side of the analysis. In fact, the analysis suggests that in more

unequal societies—that is, societies characterized by a greater gap in the

capital stock ownership between the average and the median voter—the

equilibrium with underinvestment is more likely to emerge. This might

help explaining why—ceteris paribus—countries like the USA have

more illegal immigrants than countries like Germany. Furthermore,

Facchini and Testa (2012) also highlight the potential role played by insti-

tutional differences in shaping policy outcomes. In particular, they show

that in countries where populist pressures are higher, the equilibrium with

underinvestment is more likely to emerge, as a benevolent politician will

try as hard as possible to be reelected at the end of the first period, in order

not to be replaced by a politician with preferences that differ from his own.
The model developed by Facchini and Testa focuses on the role played

by elections in shaping the size of illegal immigration. As it is well known

(see Facchini et al. 2011a), the lobbying activities carried out by organized

interest groups do influence immigration policy across the board, and are

also very likely to affect the pervasiveness of illegal immigration. We will

look next at models that have highlighted the role of pressure groups.

2.2.2 A lobbying model

To formally study how pressure groups shape policy toward international

factor mobility, Facchini and Willmann (2005) develop a simple theoret-

ical model, which is based upon the menu auction framework pioneered

by Bernheim and Whinston (1986). In their setting, policy is determined as

the result of the interaction between organized groups—representing

production factors—who maximize the net welfare of their members,

and an elected politician who trades off aggregate welfare vis-à-vis

political contributions. Using a one good multiple factors framework,

Facchini and Willmann (2005) find that policies depend both on whether

a production factor is represented or not by a lobby and on the degree of

substitutability/complementarity between domestic and imported factors.

In particular, first they show that a non-organized factor will not be

able to influence the policy determination process. Secondly, an organized

factor will instead be effective in reducing the inflow of a substitute, while

it will increase the inflow of a complement. A lobbying model has also

been studied by Epstein and Nitzan (2006), in a setting in which two

groups compete against each other to determine the policy and the role

played by the existing status quo migration policy is highlighted. These

models are able to rationalize both the intense lobbying activities recently

carried out, for example, by health-care providers in the USA—which

resulted in the introduction of the new H1C visa category for nurses in

1999—and the fierce opposition of the union representing local nurses
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(Facchini et al. 2011a). At the same time, they do not focus directly on

illegal immigration.
An interesting first attempt at modeling the effects of pressure group

activities in shaping policy toward illegal immigration is instead repre-

sented by Chau (2003). In that paper, the author considers an economy

made up by two sectors. In the advanced sector, only domestic workers
can be employed, as there is a need for country-specific human capital. In

the agricultural sector instead both domestic and foreign low-skilled work-

ers can be employed. One important simplification of the analysis is that

all foreign workers in the country are assumed to be illegal—in other
words, an official immigration policy and its enforcement are not explicitly

considered in Chau’s (2003) framework. Two lobbies are assumed to be

active, one representing domestic employers, the other domestic workers.
As in Facchini and Willmann (2005), the organized groups maximize the

interest of their members, and the lobby representing domestic employers

is keen on having more foreign workers, whereas the opposite is true for
the lobby representing domestic workers. In a setting in which free migra-

tion would maximize social welfare, Chau shows that the presence of

organized groups leads to immigration policy outcomes that take into

account the negative effects of illegal immigration on domestic workers,
rather than aggregate welfare. Furthermore, she shows that the optimal

mix of domestic and border enforcement identified by Ethier (1986) in his

pioneering contribution will not be generally chosen in equilibrium for any
given immigration target. Instead, employers’ sanctions will only be put in

place if the negative effects of illegal immigration on wages of native

workers exceed a certain threshold. This result highlights how lobbying
activities by domestic employers might actually influence the choice of

policy tools to be implemented. Chau’s analysis also considers the possi-

bility of introducing amnesties as part of the immigration policy package,

as a possible way of dealing with an existing stock of illegal immigrants. In
the next sections, we will take a closer look at the instruments available to

the host country government to deal with the existing stock of undocu-

mented foreign workers.

3 How do Governments Deal with Illegal Immigrants?

The number of illegals who reside in a country reflects that country’s
policy stance, both in terms of the ex ante controls introduced to discipline

the flows, and the ex post measures taken to deal with existing stocks. To

control the number of illegal immigrants, destination countries can rely on
one or more of the following policy tools: they can enforce stricter border

controls in an attempt to prevent the entry of unauthorized migrants or
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strengthen sanctions on employers who hire them, to discourage the

demand of illegal immigrants. They can expel and deport undocumented

immigrants, if they have managed to enter the country; finally, they can

decide to grant undocumented migrants legal status, resorting to migra-

tion amnesties or regularization programs.3

In the USA, the amount of resources devoted to external and internal

controls has increased substantially over the past 10 years. According to

data from the US Department of Management and Budget, the resources

allocated to border patrol almost tripled between 2000 and 2010, growing

from 1055 million dollars to 2958 million dollars. Despite this large

increase, the trend in the number of illegal immigrants has been upward,

as noted by Bhagwati and Rivera-Batiz (2012), who argue that the irregu-

lar migration pressure is the main determinant of the observed stocks.

Indeed, Passel and Cohn (2011) argue that the recent decline in the

stock of unauthorized migrants from its 2007 peak is due to the reduction

in the inflow from Mexico, the major source country for illegal immigra-

tion to the USA.
There are a number of contributions which try to assess the effectiveness

of border enforcement in curbing unauthorized arrivals. Hanson and

Spilimbergo (1999) find that increased border enforcement does cause

more border apprehensions in the USA, while having a modest deterrence

impact: potential migrants react to tighter controls by raising the number

of attempts to cross the border, by hiring smugglers or by choosing dif-

ferent entry points. Importantly, when demand for undocumented labor is

high, authorities are willing to relax border enforcement, as shown by

Hanson and Spilimbergo (2001) who suggest that this is due to the lobby-

ing activities of industries employing irregular labor. Donato et al. (1992)

find that the stricter enforcement provisions contained in the 1986

Immigration Reform and Control Act (IRCA) did not reduce irregular

flows from Mexico. Similarly, Gathmann (2008) finds that the effect of

border enforcement on the number of irregular migrants is small, even if it

has an impact on the border crossing points chosen by the immigrants. In

a more recent paper, Bohn and Pugatch (2013) tackle the same question,

but from a slightly different perspective, that is, one that involves the effect

of border enforcement on the spatial distribution of illegal migrants in the

USA. Interestingly, they find that much of the decline in the recent share

of illegal immigrants locating in California and Texas can be explained by

the increase in the enforcement activities along the Mexico–US border.

3 These policies can of course also be used in combination. For instance, in a recent paper,
Auriol and Mesnard (2013) investigate the simultaneous use of migration policy enforce-
ment measures and the sale of visas to curb the role of smugglers of illegal immigrants.
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Another policy tool that has an impact on the stock of illegals is repre-
sented by deportations. The number of removals has increased under the
Obama compared to the Bush administration. According to the US
Immigration and Customs Enforcement data, in 2013 approximately
369,000 individuals have been removed from the USA, the majority of
which were apprehended along the borders while attempting to enter
unlawfully in the USA. While most of the removals in the past were
accomplished by apprehending noncitizens who had not committed any
crime, but who had either crossed the border illegally or had entered
legally but overstayed their visas, during the last years the trend in the
data on deportations has been mostly influenced by the removal pace of
criminal aliens. The dynamics is instead inverted if we look at the UK
where, according to data from the Home Office, removals decreased from
approximately 67,000 in 2009 to 60,000 in 2011. At the European Union
level, according to the Directorate on Home Affairs, in 2009 the number
of irregularly staying non-EU nationals apprehended in the EU was about
570,000, 7% less than in 2008.
Even though removals and repatriations are implemented, they are gen-

erally considered to be financially very costly, and thus can only be part of
a broader strategy to deal with illegal immigration. For example, Fitz et al.
(2010) estimate that the total cost of deporting the US undocumented
immigrant population and continuing the current border interdiction
and interior enforcement efforts over a 5-year period, would amount to
285 billion US dollars, or 922 US dollars in new taxes for every man,
woman, and child in the country. There is also some evidence that the
usage of this policy tool might be dictated by political economy consider-
ations. Focusing on Italian provinces, Fasani (2009) analyzes the impact
of changes in labor demand on the intensity of government’s intervention
on unauthorized migrants. He finds that a 1% increase in local employ-
ment causes a 10–15% reduction in the number of deportations from the
area. Bhagwati and Rivera-Batiz (2012) argue that different states in the
USA have different attitudes toward undocumented immigrants, which
are then reflected in the policies that the state and local authorities estab-
lish toward them. According to their calculations, while border states
(California, Texas, Arizona, and New Mexico) hosted approximately
75% of the total number of undocumented migrants in 1986, in 2000,
the same share had fallen to 45%, with the other states, led by New
York, New Jersey, and Florida, absorbing the remaining share. These
shifts in the settlement patterns reflect different degrees of enforcement
of migration policy across US states (Bohn et al. 2014). This is also con-
sistent with the dynamics of illegal immigration controls and resettlement
described in Djajic (1999), who argues that efforts to control illegal immi-
grants in sectors where they traditionally find employment may trigger the
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formation of networks supporting the presence of irregular foreign work-

ers in new locations and occupations, where the probability of detection is

comparatively low.
In studying the effect of policies to deter illegal migration, some recent

contributions explicitly analyze the decision to migrate illegally in the

presence of liquidity constraints. Friebel and Guriev (2006) analyze the

role of smugglers as financial intermediaries for credit-constrained

migrants. In particular, in their setting, migrants enter temporary servi-

tude contracts with the smugglers until they can repay the loan they have

received to finance their relocation abroad. Under the assumption that

these types of contracts are easier to enforce in the illegal rather than in the

legal sector, Friebel and Guriev show that the adoption of stricter deport-

ation policies, which make the transition from the illegal to the legal sector

more costly, reduce the likelihood that financially constrained migrants

will default on their debt. This increases the incentives for smugglers to

lend money to undocumented migrants and as a result stricter deportation

policies may, ex ante, increase rather than decrease the flow of illegal

migrants. In addition, they negatively influence the skill composition of

migrants, since they discourage the inflow of high-skill, high-wealth indi-

viduals, who value moving into the legal sector the most when taking their

migration decision. As to stricter border controls, they decrease overall

immigration but they may result in an increase of debt-financed migration.

If the enforcement of migration policy involves also the usage of employ-

ers’ sanctions, Friebel and Guriev (2006) show that there are complemen-

tarities between raids on employers and stricter deportations: the stronger

the employer sanctions, the less important is the positive effect of deport-

ation policy on debt-financed migration. Hence, deportation policies may

become a more effective tool for decreasing migration. Djajic and

Vinogradova (2014) build on Friebel and Guriev (2006) and contrast the

debt-financed illegal migration decision studied in Friebel and Guriev

(2006) with the case in which it is self-financed. In particular, they analyze

how the incentives to resort to each of these instruments are influenced by

the source country’s migration policies. They show that more restrictive

border-control measures can reduce the incidence of debt-bonded migra-

tion. Depending on the wage gap between the host and source countries,

however, such measures may simply induce foreigners to switch from debt-

bonded to self-financed migration, rather than reduce the total undocu-

mented inflows. As to internal enforcement measures, again they can be

expected to reduce the incidence of debt-bonded relative to self-financed

migration, but they reduce the overall inflow of undocumented workers as

long as they increase the costs and risks of debt-bonded contracts and

therefore raise the wedge between the free market wage and the
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debt-bonded wage. The role of alternative policy instruments in deterring
debt-bonded migration is studied also in Djajic and Vinogradova (2013).
Ex post, host country governments can also use legalization programs to

‘wipe the board clear’ of illegal immigration. Amnesties have been the
focus of much attention, and much controversy. Some countries have
never resorted to general amnesties (for example, Germany and the
UK), whereas some others have made it a very frequently used instrument.
For instance, this has been the case of Spain, which has introduced six
times a broad legalization program between 1980 and 2008, or Italy, which
has also often resorted to general legalization programs. A general regu-
larization program has obviously a direct impact on the estimated stock of
illegals, which is greatly reduced right after legalization. For instance, the
1986 amnesty introduced in the USA with the IRCA lead to approxi-
mately 3.5 million legalizations (Facchini and Testa 2012), and Dolado
(2007) has convincingly argued that in the case of Spain during the 1990s,
about 98% of the legal foreign residents had been illegally living in the
country at some point. What drives the decision of a country to implement
a broad amnesty program? We turn to this question in the next section.

4 What Drives the Legalization Decision?

The literature that aims at explaining the introduction of immigration
amnesties is small, but several recent papers have started to shed light
on the issue.
In an early contribution, Chau (2001) shows that legalizing undocu-

mented workers can be part of an optimal migration policy package—
together with internal and border controls—when there is a time incon-
sistency problem because the government cannot commit to implement the
ex ante optimal frequency of internal controls. Importantly, in her model,
all workers share the same skill level and all immigrants are ex ante
undocumented. They can become legal only as a result of an amnesty.4

Karlson and Katz (2003) develop instead a model of illegal immigration
focusing on the role of amnesties as a tool for governments to induce
immigrants to self-select based on ability. In particular, they emphasize
that a legalization will offer skilled workers better labor market opportu-
nities. As a result, the latter might be enticed to migrate even as illegals, in
the hope that an ex post legalization will improve their income
opportunities.
Epstein and Weiss (2011) also study the desirability of legalization pro-

grams. In their setting, immigrants can only enter the country illegally,

4 For a political economy model of immigration amnesties, see Chau (2003).
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and can become legal as the result of an amnesty. Immigration is always
costly from the destination country’s point of view and the cost depends
only on the total number of immigrants, and not on their skill level.
Moreover, migrants earn the same wages irrespective of their status.
While this literature has highlighted the role of important forces at play,

it faces some significant challenges. First and foremost, in these models,
foreigners can only enter the country as illegal—in other words these
models do not allow for the entry of legal migrants together with illegal
migrants. Moreover, some of the labor market assumptions do not appear
particularly realistic: as it has been shown in the empirical literature, the
wages of legalized migrants do improve following an amnesty (Kossoudji
and Cobb-Clark 2002 and Kaushal 2006). In addition, the skill level of
illegal migrants is likely to be a key determinant of the welfare conse-
quences of a legalization program.
To account for these important forces, Casarico et al. (2014) have devel-

oped a new theoretical model of the determinants of general amnesty
programs, and have empirically assessed its performance on a panel of
OECD countries. In particular, setting up a two-period model, they
assume that the destination country’s immigration policy involves the
determination—under imperfect information on the future state of the
world—of a minimum skill requirement which cannot be perfectly
enforced. The lack of an adequate enforcement technology implies that
illegal immigration might arise, while the presence of uncertainty implies
that the minimum skill requirement chosen ex ante might turn out to be ex
post suboptimal, making the introduction of a legalization program
potentially desirable. In establishing whether an amnesty might be ex
post desirable, the cost-benefit calculus involves a comparison between
the potential improvement in domestic income resulting from the new
labor market opportunities opened to legalized migrants, thanks to a
better match of migrants’ skills with firms’ skill requirements, and the
costs of a welfare state leakage from natives to migrants.
What is the optimal migration policy from the destination country’s

point of view? To fix ideas, Casarico et al. (2014) start by considering
the case in which there is no uncertainty about the second period state
of the world, where uncertainty refers to the share of income appropriated
by natives in the economy. In this case, a government which aims at
maximizing natives’ aggregate welfare will admit a higher number of
legal migrants, the higher is the share of output accruing to natives in
the formal sector. The intuition is simple: since legal immigrants can
work in the formal sector while illegal immigrants are confined to the
underground economy, when natives can appropriate a larger share of
output from the formal sector, then they will prefer having more immi-
grants employed there. A legalization is never introduced because in the
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absence of uncertainty the government of the receiving country can ex ante
identify the marginal migrant who equates the marginal benefits of an
increase in expected output with the marginal cost of granting access to
the welfare state. In the more realistic case in which the government does
not know ex ante the second period state of the world, it may use a
legalization program to mitigate the adverse effects of an excessively
restrictive policy implemented in the first period. Casarico et al. (2014)
also show that an amnesty is more desirable the greater is the improve-
ment in the labor market opportunities available to legalized workers as a
result of them gaining access to the formal sector, and the less redistribu-
tive the welfare state is. They also show that a legalization may be under-
taken only when a shock increases natives’ bargaining power in the formal
sector so as to undo the higher costs they have to bear by allowing lega-
lized immigrants access to the welfare state.
Do the channels highlighted in the theoretical analysis matter empiric-

ally? To answer this question, the authors have built a panel data set
covering 17 OECD countries over the period 1980–20075 which—based
on legalization episodes recorded by SOPEMI—reports information on
whether in a given year a country has introduced an amnesty. These data
are matched with proxies for each of the main drivers considered in the
model. Shocks to natives’ bargaining power are proxied with trade shocks.
In particular, the attractiveness of domestic exports is captured by the real
effective exchange rate (REER), a measure of the value of a currency
against a weighted average of the currencies of a country’s trade partners.
It is defined so that an increase in its value represents an appreciation of
the home currency, which leads to a decline in the home country’s com-
petitiveness and thus in the workers’ bargaining power. Second, to capture
the quality of the labor market match which could potentially be improved
by granting legalized migrants wider employment opportunities, since sep-
arate indicators for legal and illegal migrants cannot be formulated, they
rely on a proxy for the overall labor market matching technology based on
the share of workers that are under- or overeducated (for a discussion of
this type of indices see, for example, Verdugo and Verdugo 1988;
Chevalier 2003) starting from annual microdata. Finally, they proxy the
extent of redistribution carried out by the welfare state with public
expenditure on unemployment benefits as a share of GDP, taken from
the OECD Social Expenditure Database. As Boeri et al. (2002) show,
unemployment benefits are one of the transfer programs that are used
most by immigrants. All regressions also include additional control

5 The countries included in the sample are Austria, Belgium, Canada, Denmark, France,
Germany, Greece, Ireland, Italy, the Netherlands, Norway, Portugal, Spain, Sweden,
Switzerland, the UK, and the USA.
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variables potentially correlated with the decision to grant an amnesty,

such as the number of asylum applications, a measure of the incidence

of criminal activities, per capita GDP growth, the old age dependency
ratio, and a dummy for the government’s political orientation as well as

year and country dummies
The results show that there exists a positive and statistically significant

relationship between the REER and the probability of having an amnesty,

which supports the conclusions from their model that amnesties are more

likely, the higher the natives’ bargaining power in the formal sector. As
regards the two main channels identified in their theoretical model, there

is a strong positive correlation between the labor market mismatch index

and the probability of an amnesty, suggesting that amnesties are more likely

to occur the larger are the output gains from giving migrants access to the

full set of jobs. Further, a higher level of public spending on unemployment
as a share of GDP is negatively and significantly correlated with the prob-

ability of an amnesty. These findings thus suggest that the channels identi-

fied in the theoretical model play a statistically significant and economically

relevant role in shaping the introduction of amnesty programs.

5 Conclusion

In this article, we have studied what drives the setting of policies toward

irregular migrants. We started by arguing that in democratic societies the
preferences of citizens are the primitives of the policymaker’s problem.

Given these preferences and the way they are aggregated, the observed

number of irregular migrants depends on the policymaker’s behavior and

on the institutional environment in which he operates. In a setting where

the median voter dominates the political process, we have suggested that

irregular migration can arise because of the presence of uncertainty on the
inflow of migrants and/or because of the fact that politicians, with pref-

erences that differ from those of the median voter, might strategically

underinvest in policy enforcement as to increase the probability of being

reelected. Similarly, despite an official anti-migration rhetoric, the lobby-

ing activities of pro-migration groups might also increase the number of
illegal immigrants admitted.
Differences in the ex ante policies adopted lead to flows and stocks of

irregular migrants that greatly vary across countries, and national govern-

ments have adopted widely heterogeneous policies to manage irregular

immigration ex post. After having surveyed the theoretical and empirical
literature on policies to curb illegal immigration, we have focused on regu-

larization programs and have presented some recent empirical work which

shows that in the presence of trade shocks, labor market characteristics of
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the host country and the extent of redistribution carried out by the welfare

state play a key role in shaping the probability of introducing an amnesty.
Countries in the European Union are among the recipients of the larger

inflows of immigrants. As a result, important policy spillovers across

member countries could occur, and should be taken into account by deci-

sion-makers in the formulation of their strategy toward illegal immigra-

tion. The role played by cross-border migration externalities has been

recognized in several studies in the literature. In a series of papers on

asylum seekers, Hatton (2004, 2009, 2011) argues that, since the benefits

from protecting refugees are not enjoyed exclusively by the citizens of the

country that accommodates them, this activity has the characteristic of a

public good, and as a result, it is likely that too few asylum seekers will be

admitted in an uncoordinated equilibrium. Facchini et al. (2006) extend

their analysis taking explicitly into account the democratic process

through which migration policies are decided. They confirm that there

are gains from coordination, but highlight that cost sharing across juris-

dictions might not be optimal. Focusing directly on irregular migration,

Mayr et al. (2012) look at the spillover effects generated by the decision by

one country belonging to a federation to grant an amnesty to the irregular

migrants that it hosts. Free mobility across national borders implies that

this decision will carry important repercussions on the other member

states. Interestingly, they show that spending on enforcement in the coun-

try with an external border is always greater than spending on enforce-

ment in the country that does not have an external border. Moreover, a

greater rate of onward migration within the federation makes an amnesty

more likely in the port of entry, decreasing ceteris paribus enforcement

spending, while it increases the spending of the country that does not have

an external border. Importantly, they conclude by highlighting that total

enforcement spending in the decentralized equilibrium is suboptimal, thus

pointing out once again the need for coordination to improve outcomes.
The European Union and the EU Commission have started to recognize

the need for further coordination in the immigration policy area. Today,

the two main areas where a common stance is followed toward the

nationals of non-EU countries are: the policy toward refugees and

asylum seekers through the European Refugee Fund, and the protection

of the external borders via Frontex. The emphasis on the need to coord-

inate border enforcement policies among member states has been particu-

larly stressed, although many observers have noted that most irregular

migrants living in the EU originally entered the area legally, and have

overstayed their visas (Triandafyllidou and Vogel 2010). In other words,

what is needed is not only greater coordination of border control, but even

more importantly there must be more coordination in the domestic

page 22 of 28 CESifo Economic Studies, 2015

A. Casarico et al.

 at U
niversity of N

ottingham
 on M

arch 12, 2015
http://cesifo.oxfordjournals.org/

D
ow

nloaded from
 

s
, 2009, 2004
Lorz and Willmann
his
 are the
s
s
,
http://cesifo.oxfordjournals.org/


enforcement of existing immigration policies. The big question for pol-

icymakers is whether such a step is politically feasible.
Shen (2012) has recently considered several waves of the Eurobarometer

survey carried out between 2000 and 2008 to study EU citizen’s preferences

toward the allocation of decision-making powers in the immigration policy

area.6 Interestingly, she finds that on average, 55% of the individuals inter-

viewed support joint decision-making, but that there are large differences

across countries. In Spain, Italy, and Malta, citizens are particularly in favor

of joint decision-making. These countries represent the EU southern exter-

nal border and are the most exposed to irregular flows. Citizens of Finland

(20%) and Great Britain (33%), on the other hand, show the lowest inclin-

ation to transfer decision-making on migration issues at the European level.

Importantly, Shen (2012) finds that more educated citizens are more likely

to support transferring the policymaking power to the EU level.
The key challenge for Europe in the area of policy toward irregular migra-

tion is to further enhance the cooperation among member states. At the

grass-roots level, there seems to be wide support for more coordination. The

open question for policymakers involves insuring that the majority’s pref-

erences are adequately represented at the institutional level, and individual

country’s vetoes do not make further coordination impossible.
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