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“The New Economics of Immigration” 

Key Themes & Explanation 

 1. New Critique of Immigration 

 • Immigration has become a major political and economic debate in the rich 
world. 

 • The old argument that immigrants steal jobs and reduce wages has lost 
power due to strong labor markets. 

 • The new critique focuses on housing pressure, welfare burden, and cultural 
change. 

 2. Impact on Housing Market 

 • Immigration is claimed to increase housing prices. 

 • In reality, it accounts for only a tenth of the 39% real increase in house prices 
(2013-2023). 

 • The real issue is restrictive housing policies and rising life expectancy, which 
naturally increase housing demand. 

 3. Fiscal Contribution of Immigrants 

 • The economic impact of immigrants depends on their skill level. 

 • High-skilled immigrants contribute positively to tax revenues, while low-skilled 
migrants may initially strain welfare systems but also boost productivity. 

 • Knock-on effects: Low-skilled workers help businesses grow, which raises 
overall tax revenues. 

 4. Cultural Arguments Against Immigration 

 • Some claim immigration dilutes the “culture” that made the West prosperous. 

 • The “Deep Roots Theory” suggests historical migration patterns impact 
national wealth. 

 • However, the theory is flawed: the U.S. prospered despite open immigration, 
while China and India remain poorer than expected. 

 • Historically, East Asian migrants were demonized in the U.S. but later 
contributed significantly to its economy. 



 5. Policy Recommendations 

 • Liberalizing housing markets to accommodate newcomers. 

 • Prioritizing skilled migrants using market-based mechanisms like visa 
auctions. 

 • Training programs in home countries to develop skills before migration. 

 • Fiscal windfalls from skilled migration can fund better public services. 

 

MCQs with Explanations 

1. Which of the following is NOT a new critique of immigration? 

A) Immigrants undercut wages. 

B) Immigrants increase housing demand. 

C) Immigrants strain welfare systems. 

D) Immigrants change cultural dynamics. 

Answer: A) Immigrants undercut wages. 

Explanation: The old argument of job loss due to immigration has lost relevance. The 
new focus is on housing, welfare, and culture. 

 

2. What percentage of the real-terms increase in house prices (2013-2023) can be attributed 
to immigration? 

A) 50% 

B) 25% 

C) 10% 

D) 5% 

Answer: C) 10% 

Explanation: Immigration contributed to only a tenth (10%) of the 39% rise in house 
prices; the main cause was restrictive housing policies. 

 

3. According to research, which group of immigrants has the strongest positive fiscal impact? 



A) Low-skilled laborers 

B) Middle-class professionals 

C) High-skilled migrants 

D) Undocumented workers 

Answer: C) High-skilled migrants 

Explanation: Studies show that migrants with at least a bachelor’s degree contribute 
more in taxes than they take in benefits over their lifetime. 

 

4. What is the key flaw in the “Deep Roots Theory” of economic growth? 

A) It fails to consider GDP growth. 

B) It contradicts historical migration patterns. 

C) It ignores cultural aspects of development. 

D) It overlooks financial markets. 

Answer: B) It contradicts historical migration patterns. 

Explanation: The U.S. became wealthier than its deep-roots score suggests, while 
China and India remain poorer, showing that the theory is not reliable. 

 

5. What is a suggested solution to labor shortages caused by immigration controls? 

A) Increasing social benefits for workers 

B) Market-based visa auctions 

C) Reducing public sector wages 

D) Restricting urban migration 

Answer: B) Market-based visa auctions 

Explanation: Visa auctions allow businesses to fill workforce gaps while ensuring that 
only economically beneficial migrants enter. 

 

Key Terms & Explanations 



 1. New Nativism → A modern anti-immigration stance focusing on economic 
and cultural impacts rather than just job competition. 

 2. Visa Auctions → A proposed system where work visas are auctioned to 
businesses, ensuring migration benefits the economy. 

 3. Deep Roots Theory → A hypothesis linking historical migration patterns to 
present-day national wealth, though it has major limitations. 

 4. Knock-on Effects → Indirect economic benefits from migration, such as 
increased productivity and tax revenues. 

 5. Fiscal Windfall → A sudden increase in government revenue, which can 
come from taxes paid by high-skilled migrants. 

 

 

 • Immigration is an economic necessity but requires better management 
of housing and skilled migration. 

 • Liberals must address genuine issues to counteract the new nativist 
narrative effectively. 

 • Market-based solutions like visa auctions and targeted skill 
development can optimize immigration benefits. 

 


