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Second, our analysis provides a plausible interpretation for a confusing finding that the literature has largely swept under the rug. In
Table 1, we have highlighted those studies reporting a negative effect of low-skilled-migrants. Our model reconciles theory with data by
showing that what matters is the job skills composition of migrant stock. Foreign affi
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3.3. Migration

To obtain an empirical equation that allows us to estimate equation (9), we must appropriately parametrize | ;. Affiliates need to hire






agreements are sourced from UNCTAD and FDI data come from FDIMarkets (2013).7






explanations for this puzzling result offered by previous studies have been ad-hoc at best.'* However, this negative impact a predicted
outcome of our model. All else being equal, an increase in non-qualified migrants results in a decrease in the share of managers and
professionals (captured by C in equation (12)).

Viewed from another angle, increasing the share of non-qualified migrants increases the management costs ;. The intuition being
that this cost stems from scarcity but also from difficulties in identifying migrants endowed with informational skills (managers and, to a
lesser extent, professionals). It is precisely the shift in the skills composition that affects FDI.

Moving forward, our model studies the contribution of i—j migrant stock to the i—j FDI flows via high-skilled labor cost differentials.






migration indicator. The results are presented in Table 8.2
As expected, managers have a higher impact on the lowest levels of FDI, populated by smaller firms. The positive effect of managers



5.3. Endogeneity

Several studies that deal with migrant endogeneity have used different instruments such as passport costs (Hatzigeorgiou, 2010),
dual citizenship (Mundra, 2014) and ancestors (Burchardi et al., 2016). We use these instruments in a step-wise manner that allows us to
differentiate between skilled (managers and professionals) and non-skilled migrants.

Current migration can be related back to historical migration patterns (Burchardi et al., 2016;



explained by a change in the job skills composition. The robust structural gravity estimates reveal a consistent partial equilibrium effect
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